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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for
the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar of Companies in Hong Kong” in
Appendix VIII to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding up and Miscellaneous
Provisions) Ordinance, Chapter 32 of the Laws of Hong Kong. The Securities and Futures Commission of Hong Kong and the Registrar of Companies in Hong Kong take no
responsibility as to the contents of this prospectus or any other documents referred to above.

The Offer Price is expected to be fixed by agreement among the Joint Global Coordinators (on behalf of the Hong Kong Underwriters), our Company and Shenergy Group
(on behalf of the Selling Shareholders) on the Price Determination Date. The Price Determination Date is expected to be on or around Wednesday, June 29, 2016 (Hong Kong
time) and, in any event, not later than Thursday, July 7, 2016 (Hong Kong time). The Offer Price will be not more than HK$9.35 and is currently expected to be not less than
HK$7.85 per Offer Share. If, for any reason, the Offer Price is not agreed by Thursday, July 7, 2016 (Hong Kong time) between the Joint Global Coordinators (on behalf of the
Hong Kong Underwriters), our Company and Shenergy Group (on behalf of the Selling Shareholders), the Global Offering will not proceed and will lapse.

Applicants for Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price of HK$9.35 for each Hong Kong Offer Share together with brokerage
fee of 1.0%, SFC transaction levy of 0.0027% and Hong Kong Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price as finally determined is less than
HK$9.35.

The Joint Global Coordinators, on behalf of the Underwriters, and with the consent of our Company and Shenergy Group (on behalf of the Selling Shareholders)
may, where considered appropriate, reduce the number of Hong Kong Offer Shares and/or the indicative Offer Price range below that is stated in this prospectus (which
is HK$7.85 to HK$9.35) at any time prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a case, notices of the
reduction in the number of Hong Kong Offer Shares and/or the indicative Offer Price range will be published in the South China Morning Post (in English) and the
Hong Kong Economic Times (in Chinese) as soon as practicable following the decision to make such reduction, and in any event not later than the morning of the day
which is the last day for lodging applications under the Hong Kong Public Offering. Such notices will also be available on the website of our Company at
www.dfzq.com.cn and on the website of the Hong Kong Stock Exchange at www.hkexnews.hk. Further details are set forth in “Structure of the Global Offering” and
“How to Apply for Hong Kong Offer Shares” in this prospectus.

We are incorporated, and substantially all of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic and
financial systems between the PRC and Hong Kong and that there are different risk factors relating to investment in PRC-incorporated businesses. Potential investors should also
be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should take into consideration the different market nature of the
H Shares. Such differences and risk factors are set out in “Risk Factors,” “Appendix V—Summary of Principal Legal and Regulatory Provisions” and “Appendix VI—Summary of
Articles of Association” to this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Global Coordinators (for
themselves and on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. See “Underwriting—Underwriting
Arrang ts and Exp Hong Kong Public Offering—Grounds for Termination” of this prospectus.

We have not been and will not be registered under the U.S. Investment Company Act. The Offer Shares have not been and will not be registered under the U.S. Securities Act or
any state securities laws of the United States and may not be offered or sold in the United States, or to or for the account or benefit of any U.S. person (as defined in Regulation S), except
pursuant to an exemption from, or in a transaction that is not subject to, the registration requirements of the U.S. Securities Act. The Offer Shares are being offered and sold in the United
States and to U.S. persons in reliance on Rule 144A, or pursuant to another exemption from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act,
only to QIBs who are also QPs. The Offer Shares may be offered, sold or delivered outside the United States to non-U.S. persons in offshore transactions in accordance with

Regulation S.
June 22, 2016




EXPECTED TIMETABLE®

If there is any change in the following expected timetable, we will issue an announcement on the
respective websites of the Company at www.dfzq.com.cn and the Stock Exchange at www.hkexnews.hk.

Latest time to complete electronic applications under the White Form eIPO 11:30 a.m. on Monday,
service through the designated website at www.eipo.com.hk@ ... .. .. ... .. June 27, 2016
Application lists open® . . ... . . . 11:45 a.m. on Monday,
June 27, 2016

Latest time to lodge WHITE and YELLOW Application Forms ............ 12:00 noon on Monday,
June 27, 2016

Latest time to give electronic application instructions to HKSCC® .. ... ... 12:00 noon on Monday,
June 27, 2016

Latest time to complete payment of White Form eIPO applications by 12:00 noon on Monday,
effecting Internet banking transfer(s) or PPS payment transfer(s) .......... June 27, 2016
Application lists Close .. ... ... 12:00 noon on Monday,
June 27, 2016

Expected Price Determination Date® .. ......... ... ... ... ... ... ..... Wednesday, June 29, 2016

(1) Announcement of:
e the Offer Price;
+ the level of indications of interest in the International Offering;
+ the level of applications in the Hong Kong Public Offering; and

» the basis of allocations of the Hong Kong Offer Shares to be published in
South China Morning Post (in English) and Hong Kong Economic Times
(in Chinese),

onorbefore . ... ... Thursday, July 7, 2016

(2) Results of allocations in the Hong Kong Public Offering (with successful
applicants’ identification document numbers, where applicable) to be
available through a variety of channels (see the section headed “How to
Apply for Hong Kong Offer Shares—11. Publication of Results” in this
prospectus) from . ....... .. Thursday, July 7, 2016

Announcement of (1) and (2) above to be published on the website of the
Company at www.dfzq.com.cn and the website of the Stock Exchange at
www.hkexnews.hkonorbefore . ........ ... .. .. .. .. .. .. ... Thursday, July 7, 2016

Results of allocations in the Hong Kong Public Offering (with successful
applicants’ identification document numbers, where appropriate) will be
available at www.iporesults.com.hk with a “search by ID” function ...... Thursday, July 7, 2016

Dispatch/Collection of H Share certificates in respect of wholly or partially
successful applications pursuant to the Hong Kong Public Offering on or
before ) Thursday, July 7, 2016

Dispatch/Collection of refund cheques and White Form e-Refund payment
instructions in respect of wholly or partially successful applications (if
applicable) and wholly or partially unsuccessful applications pursuant to the

Hong Kong Public Offering on or before®® . ... ... .. .. ... .. ... .... Thursday, July 7, 2016
Dealings in the H Shares on the Stock Exchange expected to commence on . . . . Friday, July 8, 2016
Notes:

(1) All times and dates refer to Hong Kong local times and dates unless otherwise stated.

(2) You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m. on the last
day for submitting applications. If you have already submitted your application and obtained an application reference number from the
designated website at or prior to 11:30 a.m., you will be permitted to continue the application process (by completing payment of
application money) until 12:00 noon on the last day for submitting applications, when the application lists close.



EXPECTED TIMETABLE®
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If there is a “black” rainstorm warning signal or a tropical cyclone warning signal number 8 or above is in force in Hong Kong at any
time between 9:00 a.m. and 12:00 noon on Monday, June 27, 2016, the application lists will not open on that day. For further information
please refer to the section headed “How to Apply for Hong Kong Offer Shares—10. Effect of Bad Weather on the Opening of the
Application Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC should refer to the section
headed “How to Apply for Hong Kong Offer Shares—6. Applying by Giving Electronic Application Instructions to HKSCC via
CCASS” in this prospectus.

The Price Determination Date is expected to be on or around Wednesday, June 29, 2016, and in any event will not be later than
Thursday, July 7, 2016. If, for any reason, the Offer Price is not agreed among the Joint Global Coordinators (for themselves and on
behalf of the Underwriters), our Company and Shenergy Group (on behalf of the Selling Shareholders) on or before Thursday, July 7,
2016, the Global Offering (including the Hong Kong Public Offering) will not proceed and will lapse.

Applicants who have applied with WHITE Application Forms for 1,000,000 or more Hong Kong Offer Shares under the Hong Kong
Public Offering and have provided all information required by their Application Forms may collect their refund cheques and H Share
certificates (as applicable) in person from our H Share Registrar, Computershare Hong Kong Investor Services Limited at Shops 1712-
1716, 17/F, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong, from 9:00 a.m. to 1:00 p.m. on Thursday, July 7, 2016 or
such other date as notified by us in the newspapers. Applicants being individuals who opt for personal collection must not authorize any
other person to make collection on their behalf. Applicants being corporations who opt for personal collection must attend by their
authorized representatives bearing letters of authorization from their corporation stamped with the corporation’s chop. Both individuals
and authorized representatives of corporations must produce, at the time of collection, identification and (where applicable) authorization
documents acceptable to our H Share Registrar.

Applicants who have applied with YELLOW Application Forms for 1,000,000 or more Hong Kong Offer Shares under the Hong Kong
Public Offering and have provided all information required by their Application Forms, may collect their refund cheques (where
applicable) in person but may not collect their H Share certificates, which will be deposited into CCASS for the credit to their designated
CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as appropriate. The procedures for collection of
refund cheques for YELLOW Application Form applicants are the same as those for WHITE Application Form applicants.

Applicants who have applied through White Form eIPO service by paying the application monies through single bank accounts may
have refund monies (if any) dispatched to the bank account in the form of e-Refund payment instructions. Applicants who have applied
through the White Form eIPO service and have paid their application monies through multiple bank accounts may have refund monies
(if any) dispatched to the address as specified in their application instructions in the form of refund cheques by ordinary post at their own
risk.

Applicants who have applied for Hong Kong Offer Shares by giving electronic application instructions to HKSCC via CCASS should
refer to the section headed “How to Apply for Hong Kong Offer Shares—14. Dispatch/Collection of Share Certificates and Refund
Monies—Personal Collection—(iv) If you apply via Electronic Application Instructions to HKSCC” in this prospectus.

H Share certificates (if applicable) and/or refunded cheques (if applicable) for applicants who have applied for less than 1,000,000 Hong
Kong Offer Shares and any uncollected H Share certificates (if applicable) and/or refund cheques (if applicable) will be dispatched by
ordinary post, at the risk of the applicants, to the addresses specified in the relevant applications shortly after the expiry of the time for
collection at the date of dispatch of refund cheque as described in the sections headed “How to Apply for Hong Kong Offer Shares—
13. Refund of Application Monies” and “How to Apply for Hong Kong Offer Shares—14. Dispatch/Collection of Share Certificates and
Refund Monies” in this prospectus.

H Share certificates for the Hong Kong Offer Shares are expected to be issued on Thursday, July 7, 2016 but will only become valid
certificates of title provided that the Global Offering becomes unconditional in all respects and neither of the Underwriting Agreements
has been terminated in accordance with its terms before 8:00 a.m. on the Listing Date. Investors who trade H Shares on the basis of
publicly available allocation details prior to the receipt of H Share certificates or prior to the H Share certificates becoming valid
certificates of title do so entirely at their own risk.

Refund cheques will be issued (where applicable) and e-Refund payment instructions will be dispatched (where applicable) in respect of
wholly or partially unsuccessful applications and in respect of successful applications if the final Offer Price is less than the price payable
per Offer Share on application. Part of the applicant’s Hong Kong identity card number or passport number, or, if the application is made
by joint applicants, part of the Hong Kong identity card number or passport number of the first-named applicant, provided by the
applicant(s) may be printed on the refund cheque, if any. Such data would also be transferred to a third party for refund purposes. Banks
may require verification of an applicant’s Hong Kong identity card number or passport number before encashment of the refund cheques.
Inaccurate completion of an applicant’s Hong Kong identity card number or passport number may invalidate or delay encashment of the
refund cheque.

For details of the structure of the Global Offering, including its conditions, and the

procedures for applications for Hong Kong Offer Shares, see the sections headed “Structure of
the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this prospectus,
respectively.
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This prospectus is issued by our Company solely in connection with the Hong Kong Public
Offering and the Hong Kong Offer Shares and does not constitute an offer to sell or a solicitation of
an offer to subscribe for or buy any security other than the Hong Kong Offer Shares. This
prospectus may not be used for the purpose of, and does not constitute, an offer to sell or a
solicitation of an offer to subscribe for or buy any security in any other jurisdiction or in any other
circumstances. No action has been taken to permit a public offering of the Offer Shares or the
distribution of this prospectus in any jurisdictions other than Hong Kong. The distribution of this
prospectus and the offering and sale of the Offer Shares in other jurisdiction are subject to
restrictions and may not be made except as permitted under the applicable securities laws of such
Jurisdictions pursuant to registration with or authorization by the relevant securities regulatory
authorities or an exemption therefrom. You should rely only on the information contained in this
prospectus and the Application Forms to make your investment decision. We have not authorized
anyone to provide you with information that is different from that contained in this prospectus. Any
information or representation not included in this prospectus must not be relied on by you as having
been authorized by us, the Selling Shareholders, the Joint Sponsors, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of our or their respective
directors or advisors, or any other person or party involved in the Global Offering. Information
contained on our website, located at www.dfzq.com.cn, does not form part of this prospectus.

We are a joint stock company incorporated in the PRC with limited liability under the
Chinese corporate name “Fiiu#HEGHRZ A" and carrying on business in Hong Kong as
“FIraE% " (in Chinese) and “DFZQ” (in English). We are not in any way connected with or related
to R 74 HR2 7 (ORIENT SECURITIES LIMITED) or any of its associates.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be important to
you. You should read the entire prospectus before you decide to invest in the Offer Shares. There
are risks associated with any investment in the Offer Shares. Some of the particular risks in
investing in the Offer Shares are set out in the section headed “Risk Factors” in this prospectus.
You should read that section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are a leading and fast-growing capital markets service provider in China with distinguished
investment expertise. We have built successful investment management and trading as well as wealth
management businesses by leveraging our strong foundation in Shanghai and nationwide network.
According to Wind Info and on a consolidated basis, we ranked 10% by total assets with a market share
of 2.8%, 12t by net assets with a market share of 2.3%, 12t by operating income with a market share
of 2.4% and 12t by net profit with a market share of 2.8%, as of and for the year ended December 31,
2015 among PRC securities firms.

We provide comprehensive financial products and services to our clients. We have achieved
industry-leading positions in many of our business segments through prudent operations and strong
execution. By capturing opportunities driven by business innovation and market development of the
PRC securities industry, we have grown rapidly. We were successfully listed on the Shanghai Stock
Exchange on March 23, 2015. As of December 31, 2015, our total assets and net assets amounted to
RMB207.9 billion and RMB35.4 billion, respectively, and in 2015, our total revenue and profit for the
year amounted to RMB20.3 billion and RMB7.4 billion, respectively. As of March 31, 2016, our total
assets and net assets amounted to RMB185.9 billion and RMB34.3 billion, respectively, and for the
three months ended March 31, 2016, our total revenue and profit for the period amounted to RMB2.8
billion and RMBO0.5 billion, respectively. As of March 31, 2016, we had 120 securities branches in all
31 provinces in China. In addition, we have established Orient Finance Hong Kong to spearhead our
overseas business. Our extensive geographic presence enables us to serve a broad customer base. As of
the Latest Practicable Date, we had approximately 968,600 clients, of which approximately 750,800
were active clients.

We have established a comprehensive risk management system and an effective internal control
mechanism, which integrate our risk management, compliance management and internal control
functions. During the Track Record Period, we were not subject to any administrative penalties other
than certain incidents that led to regulatory measures and deduction of regulatory points as disclosed in
“Business—Regulatory Non-Compliances.” Except for the A regulatory rating received in 2013, which
was due to two non-compliance incidents that occurred prior to the Track Record Period in 2012, we
have received AA regulatory rating throughout the Track Record Period.

Our Business Model
We primarily provide the following financial services to individual, institutional and corporate
clients:
*  Securities Sales and Trading
Proprietary Trading

We invest in equity, fixed income and derivatives for our own account which constitutes
our proprietary trading business. See “Business—Our Business—Securities Sales and
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Trading—Proprietary Trading”. The following table sets forth a breakdown of revenue and
profit/(loss) before income tax from our proprietary trading business for the periods

indicated:
Three months ended

Year ended December 31, March 31,
2013 2014 2015 2015 2016
(unaudited)
(RMB in millions)
Revenue ....... ... . ... ... 2,102.6 3,012.2 7,316.9 2,571.7 66.1
Profit/(loss) before income tax() . ....... ... ... ... . ... 1,061.7 2,009.1 6,470.1 2,298.9 (132.0)
Note:

(1) Profit/(loss) before income tax of proprietary trading business is calculated by subtracting total expenses from total
revenue and other income directly attributable to the proprietary trading business. For the avoidance of doubt, for such
calculations during the Track Record Period and for the three months ended March 31, 2015, other than staff costs,
expenses were allocated between the Securities Investment Department and the NEEQ Investment Department according
to their respective proportion of total revenue and other income for the respective periods, and it does not take into
consideration the allocation of costs incurred in the headquarters and others segment and inter-segment elimination. For
segment results, see “—Summary Segment Results.”

In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue
from our proprietary trading business represented 91.3%, 90.8%, 84.0%, 86.3% and
2,873.9%, respectively, of revenue from our securities sales and trading business, and
profit/(loss) before income tax from our proprietary trading business represented 96.7%,
98.1%, 85.0%, 86.1% and 54.0%, respectively, of profit/(loss) before income tax from our
securities sales and trading business.

In 2013, 2014 and 2015, the average return of our securities investment was 14.4%, 27.6%
and 44.5%, respectively. In 2014 and 2015, 27.6% and 34.2%, respectively, of the year-
on-year growth in our total revenue and other income and 52.6% and 67.9%, respectively,
of the year-on-year growth in our profit before income tax was attributable to increased
contribution by our proprietary trading business. For the three months ended March 31,
2016, declines in revenue and profit/(loss) before income tax derived from our proprietary
trading business represented 106.4% of the year-on-year decline in our revenue and other
income, and 124.9% of the year-on-year decline in our profit before income tax,
respectively.

The rapid growth of our proprietary trading business during the Track Record Period is
mainly due to our value investing strategy, our focus on industry diversification, our stable
and experienced investment and research team, and our comprehensive and effective
system which monitors and controls our allocation of assets and liabilities and risk limits.
See “Business—Risk Management—Risk Management and Internal Control Measures of
Major Businesses—Securities Sales and Trading Business—Proprietary Trading
Business”. For the three months ended March 31, 2016, in response to the increased
market volatility, we have been proactively adjusting our investing portfolio by focusing
on stocks with long-term investment value and strong operating performance. For
example, we increased our investments in blue chips, and further diversified our portfolio
among industries. In addition, most of our securities investment portfolios are fixed
income securities, which are less vulnerable to the volatility in the A share market. As a
result, despite the unfavorable condition of the A share market, we have been able to
record a negative 4.6% of return of securities investment for the three months ended
March 31, 2016, compared with a decrease of 13.7% of CSI 300 Index for the same
period.

We have established comprehensive risk control mechanisms for our proprietary trading
business. Each level of trading unit, from a trader to an investment team, an investment
department and up to the Investment Decision Committee and the Board, has its trading
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limits. Currently, for any stock investment above RMB20.0 million, approval from the
head of the relevant proprietary trading departments is required; for any stock investment
above RMB50.0 million, approval from the investment decision team is required; if the
investment amount exceeds 3.5% of our net capital, approval from the Investment
Decision Committee is required. For any transaction exceeding the limit of a particular
level, specific reasons and analysis must be reported to a higher investment-decision level
for discussion and approval. With respect to trading execution, each investment order will
be examined by relevant Risk and Compliance Officers to make sure its execution will
comply with the specific trading limit and other risk control requirements. In addition, any
order that exceeds the investment limit will not be executed due to our built-in stop-order
mechanism. We established a formal VaR recording system recently in late 2015, and
have calculated our historical VaR for 2013 and 2014 based on our available historical
data. Currently, we calculate VaR at 99% confidence level and one-day observation period
to measure our overall financial risk in stocks, bonds, funds and other products on a timely
basis. We have not yet established quantitative limits, warning levels or other measures
based on VaR data, and currently use other risk control measures such as dynamic stop-
loss mechanism, investment authorization level and concentration limit to manage our
market risks. We will continue to expand our VaR database and enhance our market risk
measurement framework.

Others

We also engage in NEEQ market-making business and alternative investment business. In
addition, we provide securities research and prime brokerage services to institutional
clients. According to the statistics of NEEQ Company, we ranked 3™ among all market
makers in terms of the NEEQ market-making volume in 2015. According to China
Foreign Exchange Trade System, we ranked in the top 5 among all the securities-firm trial
market makers in China in terms of fixed income market making volume in each month of
2015.

Investment Management

We provide our clients with asset management products. In addition, we conduct fund
management business through China Universal, an associate in which we are the largest
shareholder with 39.96% equity interest. We also engage in private equity investment
business. For asset management business, we focus on developing discretionary
management products with an objective to achieve absolute return for our clients. As of
March 31, 2016, the total AUM of our asset management business was RMB116.9 billion,
with discretionary management products accounting for 89.0% of our total AUM.
According to the Asset Management Association of China, as of December 31, 2015, the
total commission and fee income of our asset management business ranked 5t in the
industry, and the total AUM of our CAM schemes ranked 15 in the industry, with a
market share of 1.62%. In addition, as of March 31, 2016, the total AUM of China
Universal was RMB496.6 billion, with mutual funds accounting for 57.0% of the AUM.

Brokerage and Securities Financing

We engage in securities brokerage business and futures brokerage business, provide
various securities financing services, such as margin financing and securities lending,
collateralized stock repurchase and repurchase agreement transactions, and distribute
various financial products issued by financial institutions which, together, constitutes our
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wealth management business. Our trading volume of stocks and funds on behalf of our
clients reached RMB6,511.4 billion in 2015. According to Wind Info, we ranked 21st
among PRC securities firms with a market share of 1.24%. Our balance of margin
financing and securities lending business amounted to RMB13,571.0 million as of
December 31, 2015. According to Wind Info, we ranked 19 among PRC securities firms
with a market share of 1.16%. According to Shanghai Stock Exchange and Shenzhen
Stock Exchange, we ranked 9% among PRC securities firms by volume of collateralized
stock repurchase transactions as of December 31, 2015. According to SAC, we ranked 314
among PRC securities firms in terms of interest income from collateralized stock
repurchase business in 2015.

Investment Banking

We provide a full spectrum of investment banking service including equity underwriting
and sponsorship, debt underwriting and financial advisory. Our investment banking
business is conducted mainly through Citi Orient, a subsidiary in which we hold 66.67%
equity interest, as well as our Fixed Income Department. As of December 31, 2015, Citi
Orient had 17 IPOs pending CSRC review or listing, ranking 24 in terms of the number of
transactions in the pipeline among joint venture securities firms with international
investors. Citi Orient had completed three IPOs and four secondary offering transactions
with total lead underwriting amount of RMB4,710.9 million in 2015. According to Wind
Info, Citi Orient ranked 3™ among joint venture securities firms with international
investors in terms of number of equity transactions. Our lead underwriting amount for debt
underwriting business amounted to RMB58,314.3 million in 2015. According to Wind
Info, Citi Orient ranked 3™ among joint venture securities firms with international
investors in terms of total debt underwriting amount. Citi Orient ranked 15t by number of
M&A transactions announced in 2015 among joint venture securities firms with
international investors.

Competitive Strengths

We are a leading and fast-growing capital markets service provider in China with distinguished
investment expertise. We have built successful investment management and trading as well as wealth
management businesses by leveraging our strong foundation in Shanghai and nationwide network. We
believe the following strengths have contributed to our success and differentiate us from our

competitors:

An industry-leading and fast-growing nationwide provider of capital markets services;
Strong investment management and trading capabilities with a proven track record,
Fast-growing wealth management business with a strong foundation in Shanghai;
Strong track record of innovation resulting in revenue diversification and rapid growth;
Highly market-oriented operating and management mechanism with strong synergies;
Prudent, efficient and comprehensive risk management system; and

Stable and experienced management team and high caliber professionals.

Business Strategies

We aim to become a leading provider of comprehensive financial services. We plan to achieve
our goals through the following strategies:

Further enhance collaborative operations and client-oriented comprehensive financial
services platform to provide one-stop services;

4



SUMMARY

*  Further strengthen our wealth management business to build up our core competitiveness;

*  Leverage our expertise in investment management and trading, strengthen our active asset
management business and build a leading investment management brand;

*  Continue to innovate and expand our international business for future growth;

*  Further strengthen prudent risk management and lay a solid foundation for business
development; and

*  Further optimize our system for talent development and performance evaluation and
enhance corporate culture.

SUMMARY OF FINANCIAL AND OPERATING INFORMATION

You should read the summary of historical consolidated financial statements set forth below in
conjunction with our audited consolidated financial statements included in the Accountants’ Report set
forth in “Appendix [—Accountants’ Report” and our unaudited condensed consolidated financial
information set forth in “Appendix [I—Unaudited Interim Financial Information” to this prospectus,
together with the accompanying notes, which have been prepared in accordance with IFRS. The
summary of our audited historical consolidated statement of profit and loss and statements of cash
flows for the year ended December 31, 2013, 2014 and 2015 and the consolidated statements of
financial position as of December 31, 2013, 2014 and 2015 set forth below are extracted from the
consolidated financial statements, including the notes thereto, which are set forth in “Appendix I—
Accountants’ Report” to this prospectus. The summary of our unaudited historical consolidated
statements of profit and loss and statements of cash flows for the three months ended March 31, 2015
and 2016 and our unaudited consolidated statements of financial position as of March 31, 2016 set
forth below are extracted from the unaudited consolidated financial statements, including the notes
thereto, as set forth in “Appendix [I—Unaudited Interim Financial Information” to this prospectus.

Summary of Consolidated Statements of Profit or Loss®

Three months

Year ended December 31, ended March 31,
2013 2014 2015 2015 2016
(unaudited)
(RMB in millions)

Revenue
Commission and feeincome .. .................... 1,783.8 2,459.9 6,621.0 1,262.2  1,330.3
Interestincome ............. ... i, 606.5 1,446.2 4,289.7 734.0 1,124.4
Net investment gains . .. .........vuuernennennen.. 2,149.3 3,906.3 9,341.9 3,117.8 345.5
Totalrevenue . ............... ... .............. 4,539.6 7,812.4 20,252.6 5,114.0  2,800.2
Other income and gains . ........................ 46.9 75.5 206.7 (1.3) 42.7)
Total revenue and other income ................. 4,586.5 7,887.9 20,459.3 51127  2,757.5
Total expenses . ................ciiiiiniin.... (3,576.0) (5,090.3) (11,396.5) (2,616.9) (2,256.4)
Operating profit .............................. 1,010.5 2,797.6 9,062.8 2,495.8 501.1
Share of results of associates ..................... 123.7 136.1 436.3 19.9 68.1
Profit before income tax . ... .................... 1,134.2 2,933.7 9,499.1 2,515.7 569.2
Income taX eXpense . . ...t (151.9) (575.0) (2,124.9) (555.9) (98.0)
Profit for the year/period ....................... 982.3 2,358.7 7,374.2 1,959.8 471.2
Attributable to shareholders of the Company ......... 1,007.4 2,341.7 7,325.2 1,939.9 423.1
Attributable to non-controlling interests . ............ (25.1) 17.0 49.0 19.9 48.1

Non-IFRS Measures:
Profit before income tax (excluding profit/(loss) before
income tax from proprietary trading business) . . .. .. 72.5 924.6 3,029.0 216.8 701.2

Note:
(1) The numbers may be slightly different from the Accountants’ Report and the Unaudited Interim Financial Information due to rounding.
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Our total revenue and other income increased by 72.0% from RMB4,586.5 million in 2013 to
RMB7,887.9 million in 2014 and further increased by 159.4% to RMB20,459.3 million in 2015. Our
profit for the year increased by 140.1% from RMB982.3 million in 2013 to RMB2,358.7 million in
2014 and further increased by 212.6% to RMB7,374.2 million in 2015. The increase in total revenue
and other income and profit in 2013, 2014 and 2015 primarily reflects: (i) an increase in income from
our brokerage and securities financing business as a result of increased trading activity of the A share
market; (i1) the overall strong performance of our asset management schemes in our investment
management business, which led to an increase in our performance fees, and a significant increase in
our AUM and the resulting growth of our asset management fees; and (iii) an increase in our net
investment gains from our fixed income as well as equity proprietary trading as we captured
investment opportunities while actively managing our risks through risk control measures. Our total
revenue and other income decreased by 46.1% from RMBS5,112.7 million for the three months ended
March 31, 2015 to RMB2,757.5 million for the three months ended March 31, 2016. Our profit for the
period decreased by 76.0% from RMB1,959.8 million for the three months ended March 31, 2015 to
RMB471.2 million for the three months ended March 31, 2016. The decrease in our total revenue and
other income and profit in the first quarter of 2016 as compared with the same period of 2015 primarily
reflects the decrease of revenue and profit in our securities sales and trading segment as a result of the
weak performance of the A share market.

In 2013, 2014 and 2015 and for the three months ended March 31, 2015 and 2016, revenue
derived from our proprietary trading business amounted to RMB2,102.6 million, RMB3,012.2 million,
RMB7,316.9 million, RMB2,571.7 million and RMB66.1 million, respectively. Revenue generated
from our proprietary trading business primarily comprised net investment gains attributable to our
proprietary trading business, which amounted to RMB2,062.2 million, RMB2,958.9 million,
RMB7,231.0 million, RMB2,555.9 million and RMB39.5 million in 2013, 2014 and 2015 and for the
three months ended March 31, 2015 and 2016, respectively. Apart from net investment gains, our
revenue from proprietary trading business mainly comprised interest income during such periods. We
also generate net investment gains from non-proprietary trading businesses, including mainly
headquarter treasury business, overseas business, NEEQ market-making business and private equity
investment business.

Details of our results of operations and segment results during the Track Record Period and the
three months ended March 31, 2016, please refer to “Financial Information—Results of Operations”
and “Financial Information—Summary Segment Results.”

Non-IFRS Measures

To supplement our consolidated statements of profits or losses which are presented in
accordance with IFRS, we also list profit before income tax (excluding profit/(loss) before income tax
from proprietary trading business) as additional financial measures to evaluate the impact of our
proprietary trading business.



SUMMARY

We compensate for the limitations of the non-IFRS measures by reconciling the non-IFRS
financial measures to the nearest IFRS performance measure, all of which should be considered when
evaluating our performance. The following table reconciles our profit before income tax (excluding
profit/(loss) before income tax from proprietary trading business) in the periods presented to the most
directly comparable financial measure calculated and presented in accordance with IFRS, which is

profit before income tax.

Three months
Year ended December 31, ended March 31,

2013 2014 2015 2015 2016
(RMB in millions)

Profit beforeincome tax ............... ... ... ... .. ... ... . ....... 1,134.2 2,933.7 9,499.1 2,515.7 569.2
Less: Profit/(loss) before income tax from proprietary trading businessV ... 1,061.7 2,009.1 6,470.1 2,298.9 (132.0)
Profit before income tax (excluding profit/(loss) before income tax from

proprietary trading business) ............ .. ... .. .. ... L 72.5 924.6 3,029.0 216.8 701.2
Note:

(1) Profit/(loss) before income tax from proprietary trading business is calculated by subtracting total expenses from total revenue and other
income directly attributable to the proprietary trading business. For the avoidance of doubt, for such calculations during the Track Record
Period and for the three months ended March 31, 2015, other than staff costs, expenses were allocated between the Securities Investment
Department and the NEEQ Investment Department according to their respective proportion of total revenue and other income for the
respective periods, and it does not take into consideration the allocation of costs incurred in the headquarters and others segment and
inter-segment elimination. For segment results, see “—Summary Segment Results.”

In light of the limitations for non-IFRS measures, when assessing our operating and financial
performance, you should not consider profit before income tax (excluding profit/(loss) before income
tax from proprietary trading business) in isolation or as a substitute for our profit before income tax for
the period or any other operating performance measure that is calculated in accordance with IFRS. In
addition, because these measures may not be used or calculated in the same manner by all companies,
they may not be comparable to other similarly titled measures used by other companies.

Summary of Consolidated Statements of Financial Position

As of
As of December 31, March 31,
2013 2014 2015 2016
(unaudited)
(RMB in millions)
CUITENE ASSES .+ . o vt ettt ettt e e e e e e e e e e e e e et et e e 54,593.8 95,175.1 181,951.8 159,693.8
NON-CUITENT ASSELS . . . . o\ttt et e et e e e e e e et et e e 6,258.7 12,355.0 25,945.8 26,241.0
Total ASSELS . . . ...\t 60,852.5 107,530.1 207,897.6 185,934.8
Current liabilities . . . . ... ... 40,585.3 75,267.0 112,763.6 96,233.5
Non-current liabilities . ... ... .. . 4,489.1 13,637.6 59,758.2 55,424.8
Total liabilities . ... ... ... . . . 45,074.4 88,904.6 172,521.8 151,658.3
Total equity . ... ... ... 15,778.1 18,625.5 35,375.8 34,276.5
Attributable to shareholders of the Company ............. . ... ... ... .. ...... 15,550.3 18,353.1 34,958.1 33,814.6

Note:
(1) The numbers may be slightly different from the Accountants’ Report and the Unaudited Interim Financial Information due to rounding.

Summary of Consolidated Statements of Cash Flows
Three months

Year ended December 31, ended March 31,
2013 2014 2015 2015 2016
(unaudited)
(RMB in millions)
Net cash (used in)/from operating activities ...................ciienaon.. (2,228.7) (1,688.7) (24,056.2) (9,508.6) 3,245.9
Net cash (used in)/from investing activities ..................c.cooeuuienn... (3,287.4) (6,631.9) (13,297.1) (724.6) 809.8
Net cash from/(used in) financing activities ............. ..., 6,407.3 12,043.2 48,480.6 10,137.1 (4,238.1)
Net increase/(decrease) in cash and cash equivalents . ................. ... 891.2 3,722.6 11,1273 (96.1) (182.4)
Cash and cash equivalents at beginning of the year .......... ... ... ... ... 2,093.2 2,972.9 6,701.6 6,701.6 17,884.7
Effect of foreign exchange rate changes .. ............. ... ... ... ... .... (11.5) 6.1 55.8 (7.3) (27.1)
Cash and cash equivalents at end of the year/period ...................... 2,972.9 6,701.6 17,884.7 6,598.2 17,675.2




SUMMARY

Our net operating cash outflow decreased by 24.2% from RMB2,228.7 million in 2013 to
RMB1,688.7 million in 2014, and then increased by 1,324.5% to RMB24,056.2 million in 2015. We
had net cash inflow from operating activities of RMB3,245.9 million for the three months ended
March 31, 2016, as compared to a net cash outflow of RMB9,508.6 million for the three months ended
March 31, 2015. In 2013, 2014 and 2015, we had net cash outflows from operating activities primarily
due to increases in advances to customers, financial assets held under resale agreements, financial
assets at fair value through profit or loss and derivative financial assets driven by growth of our
brokerage and securities financing business and increases of our proprietary trading activities and
liquidity management portfolio. Our net investing cash outflow increased by 101.7% from
RMB3,287.4 million in 2013 to RMB6,631.9 million in 2014, and further increased by 100.5% to
RMB13,297.1 million in 2015. We had net cash inflow from investing activities of RMB809.8 million
for the three months ended March 31, 2016, as compared to a net cash outflow of RMB724.6 million
for the three months ended March 31, 2015. In 2013, 2014 and 2015, we had net cash outflows from
investing activities primarily due to increases in purchase of available-for-sale financial assets and
held-to-maturity instruments driven by increases in our proprietary trading activities and liquidity
management portfolio. For further details, see “Financial Information—Liquidity and Funding
Sources.”

Key Financial and Operating Data

The following table sets forth the key financial measurements for the periods indicated:

Three months

Year ended December 31, ended March 31,
2013 2014 2015 2015 2016

(unaudited)

(RMB in millions, except percentages)

Operating profit() 1,010.5 2,797.6 9,062.8 2,495.8 501.1
Operating margin® . ... ... ... 22.0% 35.5% 44.3% 48.8% 18.2%
Adjusted operating margin®®) ..o L 32.0% 51.6% 59.9% 60.9% 38.1%
Profit for the year/period . ....... ... 982.3 2,358.7 7,374.2 1,959.8 471.2
Netmargin® ... ... 21.4% 29.9% 36.0% 38.3% 17.1%
Adjusted net margin®®) . 31.1% 43.5% 48.8% 47.8% 35.8%
Return on average shareholders’ equity® ......... ... . ... .. ... .. 6.6% 13.8% 27.5% 7.9% 1.2%
Return on average total assets(?) . .......... . ... 1.8% 2.8% 4.7% 1.6% 0.2%

Notes:

(1) Represents the difference between total revenue and other income and total expenses.

(2) Calculated by dividing operating profit by total revenue and other income.

(3) Calculated by dividing operating profit by the total revenue and other income net of commission and fee expenses and interest expenses.

(4) Calculated by dividing profit for the year/period by total revenue and other income.

(5) Calculated by dividing profit for the year/period by the total revenue and other income net of commission and fee expenses and interest
expenses.

(6) Calculated by dividing profit attributable to the shareholders of the Company for the year/period by the average balance of the equity
attributable to the shareholders of the Company at the beginning and the end of the period.

(7) Calculated by dividing profit for the year/period by the average balance of total assets at the beginning and the end of the period.

(8) Adjusted operating margin and adjusted net margin are not standard measures under IFRS, but are presented here because PRC securities
firms present their operating income after deduction of commission and fee expenses and interest expenses under PRC GAAP, which is
different from the practices for presenting the gross revenue under IFRS. We believe that the adjusted operating margin and adjusted net
margin provide appropriate indicators of our results of operations that are more comparable to other PRC securities firms due to different
presentation requirements under PRC GAAP. Prospective investors should be aware that the adjusted operating margin presented in this
prospectus may not be comparable to other similarly titled measures reported by other companies due to different calculation methods or
assumptions.
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The following table sets forth the key operating data for the periods indicated:

As of or for the As of or for
As of or for the year ended three months ended  the five months
December 31, March 31, ended May 31,
2013 2014 2015 2015 2016 2016

(RMB in millions, except percentages)
Average stock and fund brokerage commission rates of

securities branches . ........ ... ... .. 7.7 bps 6.9 bps 5.4 bps 6.3 bps 4.8 bps 4.7 bps
Trading volume of stocks and funds for securities

brokerage business .............. ... ... oL 1,393,537.1 2,014,833.3 6,511,353.3 1,062,737.9  838,608.1  1,369,175.0
Trading volume of bonds for securities brokerage

DUSINESS .« . v v vttt 3,321,576.7 3,716,093.5 5,558,687.2  989,883.8 2,189,047.4  3,840,918.0
Balance of margin financing and securities lending

DUSINESS . ..ottt 2,801.4 9,777.0 13,571.0 16,314.5 9,985.7 9,095.2
Balance of collateralized stock repurchase and

repurchase agreement transaction business ......... 2,237.2 12,185.9 24,140.3 15,891.2 26,726.2 28,491.8
AUM of CAM schemes .......................... 15,601.2 13,240.5 25,202.5 18,958.0 24,458.4 22,642.4
AUM of TAM schemes ..............c.couuioo.. 22,149.5 25,493.1 53,655.1 25,640.8 62,190.4 65,972.5
AUM of SAM schemes . ................cooouoi.. 2,493.1 2,798.2 1,487.1 2,487.1 5,730.4 9,750.3
AUMofmutual funds .. ........ ... .. ... ... ..., — 3,002.1 27,525.8 6,357.9 24,512.2 22,012.7
Lead underwriting amount of equity financing

transactions ... .............iiiiiiii 970.9 3,867.4 4,710.9 3,507.1 2,373.9 5,373.9
Lead underwriting amount of debt financing

ranSactions . .. .......ovviie e 12,898.0 34,031.9 58,314.3 3,662.9 14,824.3 30,658.3
Average return of securities investment .............. 14.4% 27.6% 44.5% 19.8%M (4.6)%M (5.3)%M
Note:

(O As the three-month and five-month average return of securities investment only reflect the net gains or losses achieved from funds used
by securities investment during the relevant periods, such data are not comparable to the annual data for 2013, 2014 and 2015.

The following table sets forth the balance by asset class of our proprietary trading business as
of the dates indicated:

As of December 31, As of As of Latest
2013 2014 2015 March 31,2016 Practicable Date
(RMB in millions)

Stocks

Shanghai Stock Exchange ........ 2,183.1 2,710.9 5,570.4 2,999.1 2,882.0

Shenzhen Stock Exchange . ....... 3,517.0 3,335.0 3,419.0 2,204.9 2,538.3

NEEQ ............. .. ... ..... — 1.2 276.5 343.7 471.4

Southbound Trading ............ — — — 66.0 179.3

Subtotal ...................... 5,700.1 6,047.1 9,265.9 5,613.7 6,071.0
Funds .......................... 1,068.9 787.1 4,899.5 1,581.5 1,182.4
Bonds ............ ... ... .. ..., 23,720.2 30,094.1 34,014.1 33,296.6 36,696.5
Others®) . ... ... ... ... ...... 387.9 1,080.9 2,170.3 2,695.5 3,163.2
Total .......................... 30,877.1 38,009.2 50,349.8 43,187.3 47,113.1
Note:

(1) Primarily include investments in asset management schemes and wealth management products using our own capital.

Summary Segment Results

The following table sets forth our segment revenue and other income for the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)

(in millions, except percentages)

Securities sales and trading . . ... ... 2,303.9 50.2 3,319.2 42.1 8,715.8 42.6 2,980.8 58.3 23 0.1

Including: Proprietary trading ... 2,102.6 45.8 3,012.2 382 7,316.9 35.8 2,571.7 503 66.1 2.4
Investment management . ......... 202.1 44 3190 4.0 11,7649 86 2296 4.5 3541 12.8
Brokerage and securities

financing ........... ... ... .. 1,646.7 359 2,984.1 37.8 7,832.3 383 1,404.1 27.5 1,484.0 53.8
Investment banking . ............. 2554 56 5132 65 9455 46 298.6 58 5004 18.4
Headquarters and others .......... 2929 64 9264 11.7 11,5850 7.7 2364 46 5129 18.6
Inter-segment elimination . . ... .... (114.5) (2.5) (174.0) (2.1) (384.2) (1.8) (36.8) (0.7) (102.2) (3.7)

Total revenue and other income .. 4,586.5 100.0 7,887.9 100.0 20,459.3 100.0 5,112.7 100.0 2,757.5 100.0




SUMMARY

The following table sets forth our segment profit before income tax for the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)

(in millions, except percentages)

Securities sales and trading . ... 1,097.7 96.8 2,048.9 69.8 7,608.0 80.1 2,669.7 106.1 (244.5) (43.0)
Including: Proprietary
trading ................ 1,061.7 93.6 2,009.1 68.5 6,470.1 68.1 2,2989 91.4 (132.0) (23.2)
Investment management . ... .. 1399 123 133.6 4.6 11,1495 12.1 1144 45 2972 522
Brokerage and securities
financing ................ 585.8 51.6 1,281.2 43.7 4,025.8 424  627.1 249 442.0 77.7
Investment banking .......... (18.8) (1.7) 1363 4.6 3588 3.8 170.8 6.8 327.0 57.4
Headquarters and others ... ... (556.0) (49.0) (577.1) (19.7) (3,367.9) (35.5) (1,037.8) (41.2) (177.2) (31.1)
Inter-segment elimination . . . .. (114.4) (10.0) (89.2) (3.0) (275.1) (2.9) (28.5) (1.1) (75.3) (13.2)
Profit before income tax . . ... 1,134.2 100.0 2,933.7 100.0 9,499.1 100.0 2,515.7 100.0 569.2 100.0

The following table sets forth our segment margin( for the periods indicated:
Year ended December 31, Three months ended March 31,

2013 2014 2015 2015 2016
(unaudited)
(%)

Securities sales and trading . .. ... ... 47.6 61.7 87.3 89.6 (10,630.4)

Including: Proprietary trading . .. ... oo 50.5 66.7 88.4 89.4 (199.7)
Investment management . ... ... ...ttt 69.2 41.9 65.1 49.8 83.9
Brokerage and securities financing . ............ . 35.6 429 51.4 44.7 29.8
Investment banking . ... ... ... (7.4) 26.6 37.9 57.2 64.6

Headquarters and Others ... ................ooeeen e (189.8)  (623)  (212.5) (439.0) (34.5)

Note:

(1) Segment margin is calculated by dividing segment profit/(loss) before income tax by segment revenue and other income. The segment
profit before income tax from our investment management business also included the share of results of associates. If share of results of
associates were excluded, segment margin of our investment management business would be 8.0%, (0.8)%, 40.4%, 41.2% and 64.7% for
2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, respectively.

RISK MANAGEMENT, CAPITAL ADEQUACY AND LIQUIDITY

At the core of our risk management is the belief that “compliance creates value” and we foster a
culture in which risk management is the responsibility of every employee. We strive to integrate risk
management, compliance management and internal control functions. Our overall risk management
system and internal control mechanism cover all businesses, departments, branches and employees and
the entire processes, from decision-making, execution, supervision to seeking feedback. During the
Track Record Period, we were not subject to any administrative penalties. We have received AA or A
regulatory rating for six consecutive years (AA rating being the highest rating ever received by PRC
securities firms) since 2010, when CSRC started publishing the classification evaluation results for
securities firms. Please refer to “Regulatory Environment” for factors considered by CSRC for
assigning regulatory ratings.

We have established a dynamic net capital monitoring mechanism to comply with statutory net
capital requirements and other regulatory standards to maintain capital adequacy pursuant to the Risk
Control Indicator Measures. We also need to maintain a minimum amount of net capital necessary to
engage our securities brokerage, investment banking, securities sales and trading, investment
management and margin financing and securities lending businesses. We closely monitor all risk
control and liquidity indicators when conducting our business, particularly the investment and trading
business as well as margin financing and securities lending businesses. During the Track Record
Period, we were in compliance with regulatory requirements in terms of key net capital-based risk
control indicators.
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The following table sets forth key regulatory risk control indicators and liquidity indicators of
the Company that we prepared in accordance with PRC GAAP and relevant PRC regulatory
requirements as of the dates indicated:

As of December 31, . .
Warning Required
2013 2014 2015 level® level

Net capital (RMB inmillions)® . ............. ... ... ... .. .. . ... 11,188.2 11,731.0 25,758.9 240.0 >200.0
Net capital / total risk capital reserves® . ......... ... ... ... .. 983.5%  618.0% 796.3% 120% >100%
Net capital / net assets . ... ...ttt e 72.2% 65.1% 76.0% 48% >40%
Net capital / total liabilities® ........... ... ... ... ... ... .. .. ... 35.0% 18.4% 21.5% 9.6% >8%
Net assets / total liabilities™® . ...... ... ... ... .. i i 48.5% 28.3% 28.3% 24% >20%
Value of equity securities and derivatives held / net capital® .............. 67.3% 76.2% 83.1%© 80% <100%
Value of fixed income securities held / net capital ....................... 245.7%  315.9% 247.1% 400% <500%
Liquidity coverage ratio . .. ... ... n/a  118.8% 140.3% 100%®/  =80%10/
120%1D >100%1H

Net stable funding ratio® . ......... ... ... ... .. n/a 89.2% 166.4% 100%®/  280%10/

120%1D >100%1H

Notes:

(1) Pursuant to the Risk Control Indicator Management Measures of Securities Companies, if the risk control index is required to stay above
a certain level, the warning ratio is 120% of the stipulated minimum requirement, and if the risk control index is required to stay below a
certain level, the warning ratio is 80% of the stipulated maximum requirement.

(2) Net capital is measured by subtracting from net assets the risk adjustments required to be made to a securities firm’s financial assets,
other assets and contingent liabilities, and further adding or subtracting any other adjustments determined or authorized by CSRC.

(3) For an explanation of how total risk capital reserves are calculated, see “Regulatory Environment—Regulatory Environment of the
PRC—Corporate Governance and Risk Control.”

(4) For purposes of calculating the risk control index, total liabilities do not include accounts payable to brokerage clients.

(5) We have entered into the Master Agreement on Transactions of OTC Derivatives in PRC Securities and Futures Market and Transaction
Confirmation of Income Swaps with China Securities Finance Corporation in July and September 2015, respectively, in accordance with
which we allotted a total amount of RMB6.5 billion as investment fund to China Securities Finance Corporation. The investment will be
under the unified operation of China Securities Finance Corporation through a specific account opened by it with the investment risks
and profits shared by us on investment proportion. For the ratio of “value of equity securities and derivatives held / net capital” at the end
of the period, we included such investment fund into the item of “value of equity securities and derivatives held” in this ratio at 100% of
its ending balance with reference to stock treatment.

(6) Although the ratio of our value of equity securities and derivatives held / net capital as of December 31, 2015 exceeded the warning
level, our operations and financial condition has not been restricted or affected.

(7) Calculated by dividing high quality liquid assets by total net cash outflows over the next 30 days. The calculation of liquidity coverage
ratio is set by the Guidelines for the Management of Liquidity Risk of Securities Firms (<<EY§%/A§% LB LR PS5 1)) issued by SAC
effective on March 1, 2014. The high quality liquid assets refers to assets which can be readily converted into cash at small or no loss of
value in the financial market under a stress scenario. The total net cash outflows over the next 30 days equals total expected cash
outflows minus the total expected cash inflows for the subsequent 30 days.

(8) Calculated by dividing available amount of stable funding by required amount of stable funding. The calculation of net stable funding
ratio is set by the Guidelines for the Management of Liquidity Risk of Securities Firms. The available amount of stable funding is
defined as the equity and liabilities which provide stable sources of funds over a one-year period under a continued stress scenario. The
required amount of stable funding is calculated as the sum of the value of assets or off-balance sheet exposures of a securities firm,
multiplied by the respective factors.

(9) The applicable warning level before June 30, 2015.

(10) The applicable required level by December 31, 2014.

(11) The applicable warning level and required level since June 30, 2015.

RECENT DEVELOPMENTS

In the first quarter of 2016, the A share market experienced significant volatility. The CSI 300
Index dropped 21.0% in January 2016, and then partially recovered in the subsequent two months. As
of March 31, 2016, the CSI 300 Index was down 13.7% compared to December 31, 2015. As a result,
in the first quarter of 2016, the performance of our proprietary trading business and our securities
brokerage business was adversely affected. If the negative market trend continues in 2016, our revenue
and profit may decline significantly in 2016 as compared with those in 2015. See “Risk Factors—Risks
Relating to Our Business and Industry—The Chinese A share market has experienced a sharp decline
and significant volatility since mid-June 2015, which may materially and adversely affect our
performance and prospects.” In response to the market volatility, we have taken various risk
management and internal control measures, including monitoring the trend and development of the
securities market in China, continuing to enforce our risk management limits and warning thresholds,
diversifying our proprietary trading portfolio, and increasing internal liquidity reserves.

We have included our unaudited condensed consolidated financial statements as of and for the
three months ended March 31, 2016 in “Appendix [I—Unaudited Interim Financial Information” to
this prospectus, which have been prepared under IFRS and reviewed by our reporting accountants in
accordance with Hong Kong Standards on Review Engagements 2410.
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As a securities firm listed on the Shanghai Stock Exchange, we are required by the CSRC to
announce unaudited unconsolidated monthly operating results including revenue, net profit and net
assets of our Company and its two securities subsidiaries, Orient Securities Asset Management and Citi
Orient, on the website of the Shanghai Stock Exchange (http://www.sse.com.cn). The selected monthly
financial data included in these announcements were prepared by our management in conformity with
the PRC GAAP on an unconsolidated basis and were not audited or reviewed by our reporting
accountants except as disclosed below. On May 9 and June 7, 2016, we announced the selected
unaudited unconsolidated financial data of our Company, Orient Securities Asset Management and Citi
Orient for the months of April and May 2016, respectively, on the website of Shanghai Stock
Exchange (http://www.sse.com.cn):

* In April 2016, the unaudited unconsolidated revenue and net profit of our Company was
RMB211.0 million and RMBI188.6 million, respectively. As of April 30, 2016, the
unaudited unconsolidated net assets of our Company were RMB32,444.5 million. In May
2016, the unaudited unconsolidated revenue and net profit of our Company was
RMB140.9 million and RMB118.4 million, respectively. As of May 31, 2016, the
unaudited unconsolidated net assets of our Company were RMB30,878.9 million.

e In April 2016, the unaudited unconsolidated revenue and net profit of Orient Securities
Asset Management was RMB76.5 million and RMB27.5 million, respectively, and the
unaudited unconsolidated revenue and net profit of Citi Orient was RMB56.8 million and
RMBI10.1 million, respectively. As of April 30, 2016, the unaudited unconsolidated net
assets of Orient Securities Asset Management and Citi Orient were RMB788.7 million and
RMB976.6 million, respectively. In May 2016, the unaudited unconsolidated revenue and
net profit of Orient Securities Asset Management was RMB57.6 million and RMB50.8
million, respectively, and the unaudited unconsolidated revenue and net profit of Citi
Orient was RMB82.3 million and RMB47.3 million, respectively. As of May 31, 2016, the
unaudited unconsolidated net assets of Orient Securities Asset Management and Citi
Orient were RMB841.3 million and RMB1,025.2 million, respectively.

These unaudited unconsolidated financial data of our Company, Orient Securities Asset
Management and Citi Orient for the months of April and May 2016 were prepared under PRC GAAP.
In connection with the Global Offering, our reporting accountants have performed a review on the
unaudited unconsolidated financial statements of our Company, Orient Securities Asset Management
and Citi Orient, respectively, for the month of April 2016 in accordance with Hong Kong Standards on
Review Engagements 2410. Our reporting accountants have performed certain agreed-upon procedures
for the selected unaudited unconsolidated financial data of our Company, Orient Securities Asset
Management and Citi Orient for the month of May 2016 based on the Hong Kong Standard on Related
Services 4400—Engagements to Perform Agreed-Upon Procedures Regarding Financial Information.
These agreed upon procedures include (i) agreeing the unaudited unconsolidated revenues, net profit
and net assets of our Company, Orient Securities Asset Management and Citi Orient to the respective
unconsolidated management accounts for the month of May 2016; (ii) agreeing each line item in the
unconsolidated management accounts for the month of May 2016 of our Company, Orient Securities
Asset Management and Citi Orient to their respective general ledgers; (iii) checking arithmetic
accuracy of the unconsolidated management accounts of our Company, Orient Securities Asset
Management and Citi Orient, respectively, for the month of May 2016; (iv) for our Company, (a)
obtaining a schedule from management detailing the revenue by each category of investment income
and gains; (b) agreeing the total amount of investment income and gains on the schedule to the general
ledger; and (c) agreeing each line item in the schedule to the respective general ledger; (v) for Citi
Orient, (a) obtaining a schedule from management detailing the revenue by each investment banking
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project; (b) agreeing the total amount of revenue on the schedule to the general ledger; and (c) agreeing
the revenue of the top ten investment banking projects on the schedule to the sub-ledger; and (vi) for
Orient Securities Asset Management, (a) obtaining a schedule from management detailing the
management fee revenue by each asset management scheme; (b) agreeing the total amount of
management fee revenue on the schedule to the general ledger; and (c) agreeing the management fee
revenue of the top ten asset management schemes on the schedule to the sub-ledger.

These selected unaudited unconsolidated financial data were extracted from the unaudited
management accounts of our Company, Orient Securities Asset Management and Citi Orient for the
respective periods, and are not an indication of our consolidated financial information for any period of
a year or any full-year. We strongly caution you not to place any reliance on such information when
considering investing in our H Shares. We have not provided a reconciliation of our selected unaudited
unconsolidated financial data to IFRS as there is no material difference in accounting treatment
between PRC GAAP and IFRS.

USE OF PROCEEDS

Assuming an Offer Price of HK$8.60 per H Share (being the mid-point of the stated range of
the Offer Price of between HK$7.85 and HK$9.35 per H Share), we estimate that we will receive net
proceeds of approximately HK$7,184.59 million from the Global Offering after deducting (i) the net
proceeds from the sale of the Sale Shares by the Selling Shareholders in the Global Offering, and
(i1) the underwriting commissions and other estimated expenses, and assuming that the Over-allotment
Option is not exercised.

In line with our strategies, we intend to use our net proceeds from the Global Offering for the
purposes and in the amounts set out below:

Percentage of the total

estimated net Amount (in
Intended use of net proceeds proceeds HKS million)
Further expanding brokerage and securities financing business ............ 35% 2,514.61
Strengthening overseas bUSINeSS ... ...............oeueeiiueeenneo.n. 30% 2,155.38
Expanding investment management business . ......................... 15% 1,077.69
Developing securities sales and trading business ... ..................... 10% 718.46
Capital expenditire . .. ........... .. .. i 5% 359.23
Supplementing working capital and general corporate purposes ............ 5% 359.23

To the extent that the net proceeds from the Global Offering are not immediately required for
the above purposes, and to the extent permitted by applicable laws and regulations, we intend to apply
our net proceeds to short-term investment such as liquid assets classes. We will not receive any of the
proceeds from the sale of the Sale Shares by the Selling Shareholders. In accordance with the relevant
PRC laws and regulations, the net proceeds from the sale of the Sale Shares will be remitted to the
NSSF. Please refer to “Future Plans and Use of Proceeds” for more details.

OFFER STATISTICS

The statistics in the following table are based on the assumption that the Over-allotment Option
is not exercised.

Based on minimum Based on maximum
indicative Offer Price of  indicative Offer Price of
HK$7.85 HK$9.35
Market capitalization of our H Shares® .. ................... HK$7,512.45 million HK$8,947.95 million
Unaudited pro forma adjusted net tangible assets per Share® . ... HKS$7.53 HK$7.73

Notes:

(1) The calculation of market capitalization is based on 957,000,000 H Shares (including 870,000,000 H Shares to be offered by the
Company and 87,000,000 Sale Shares to be sold by the Selling Shareholders), which are expected to be outstanding immediately
following the completion of the Global Offering.

(2) The unaudited pro forma adjusted consolidated net tangible assets per Share attributable to owners of the Company are arrived at after
the adjustments referred to in “Appendix III—Unaudited Pro Forma Financial Information—A. Unaudited Pro Forma Adjusted
Consolidated Net Tangible Assets.”
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RELATIONSHIP WITH SHENERGY GROUP

As of the Latest Practicable Date, Shenergy Group (our largest Shareholder) held
approximately 30.08% of the issued Shares of our Company. Following the completion of the Global
Offering, Shenergy Group will hold approximately 25.05% of the issued Shares of our Company
(assuming the Over-allotment Option is not exercised). Shenergy Group is not interested in any
business, other than our Company, which competes or is likely to compete, either directly or indirectly,
with our Company’s business pursuant to Rule 8.10 of the Listing Rules. Please see “Relationship with
Shenergy Group” for more details.

BUSINESS NAMES IN HONG KONG

Our Chinese corporate name is “AJ7iEZHA AR F” and we have been carrying on business
under this name in the PRC since 2003. Our Company was registered in Hong Kong as a non-Hong
Kong company under Section 16 of the Companies Ordinance under our Chinese name of
I AR A, We had intended to register the English name “Orient Securities Company
Limited” as part of the non-Hong Kong company registration. However, we were informed by the
Companies Registry that the English name is too similar to another Hong Kong registered company
named ORIENT SECURITIES LIMITED (U5 #5522 A]). We are not in any way connected
with or related to ORIENT SECURITIES LIMITED (U5 %A R 22 R) or any of its associates. To
minimize the potential risks of legal proceedings, we carry on business in Hong Kong as “¥77#% (in
Chinese) and “DFZQ” (in English) and have taken various measures for this purpose. Please see
“Business—Intellectual Property” for more details.

DIVIDEND POLICY

Our Articles of Association require us to distribute cash dividends in any fiscal year in an
amount equal to at least 30% of the distributable profits in the same year. We are required to explain to
the shareholders if the cash dividends distributed for the year is less than 30% of the distributable
profits during the same year. We will determine whether to declare or to pay any dividends in the
future, and the amount of any dividends, based on a number of factors, including our results of
operations, cash flows, financial condition, capital adequacy ratio, payments by our subsidiaries of
cash dividends to us, business prospects, statutory, regulatory and contractual restrictions on our
declaration and payment of dividends and other factors that our Board may consider important.

For the years ended December 31, 2013 and 2014, we declared and paid cash dividends of
RMB428.2 million and RMB792.3 million, respectively, representing a dividend of RMBO0.10 and
RMBO.15 per share, respectively. For the year ended December 31, 2015, we declared cash dividends
of RMB2,376.8 million in total, representing a dividend of RMBO0.45 per A Share, all of which had
been paid in full. Our historical dividends may not be indicative of future dividend payments.

Under PRC law, we may only pay dividends out of our distributable profits. Furthermore, as
required by CSRC, as a securities firm, we are not allowed to distribute as cash dividends the gains
from fair value changes of financial assets that are included in our distributable profits. For further
details, see “Financial Information—Dividend Policy.”

RISK FACTORS

Our operations and the Global Offering involve various risks, many of which are beyond our
control. Those risks can be classified as: (i) risks relating to our business and industry; (ii) risks relating
to China; and (iii) risks relating to the Global Offering.
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We believe that our main risk factors include:
»  general economic and market conditions could adversely affect our business;

*  our business may be adversely affected by regulatory changes and measures in China and
other jurisdictions where we operate;

*  we may not be able to compete effectively in the PRC securities industry;

e our proprietary trading business accounts for a sizeable portion of our overall business,
and we may incur substantial losses from market volatility or sub-optimal investment
strategies;

*  our brokerage commission fee income may decrease; and

e poor investment performance of our asset management schemes and mutual funds may
materially and adversely affect our asset management business.

The A share market has been volatile since the second quarter of 2015 and the PRC
government has introduced measures and led initiatives by market participants, including us, to
stabilize the market. As of March 31, 2016, we had contributed RMB6.5 billion to China Securities
Finance Corporation. This contribution was made to designated accounts managed by China Securities
Finance Corporation and its carrying amounts were determined with reference to the asset report
provided by China Securities Finance Corporation. As a result, our internal risk management measures
such as stop-loss and aggregate daily loss limit do not apply to this contribution. In the future, we may
be required to, or decide to, make further and similar contributions during market turbulences in China
and as a result, may incur losses from such contributions. See “Risk Factors—Risks Relating to Our
Business and Industry—We have made contributions for investment in China blue chips ETF and have
committed not to reduce the position of our stocks held for investment under certain conditions.”

For further information on the risks relating to our business and investing in our shares, please
see “Risk Factors.”

REGULATORY MATTERS

We are subject to various regulatory requirements and guidelines promulgated by the regulatory
bodies in the PRC and Hong Kong, including but not limited to the CSRC, SFC, Shanghai Stock
Exchange, Shenzhen Stock Exchange, Hong Kong Stock Exchange, NEEQ Company and their
respective local authorities and offices, self-regulatory organizations in our industry, including but not
limited to the SAC and the Asset Management Association of China. We or our employees may be
involved in regulatory non-compliance incidents from time to time, and the regulatory non-compliance
incidents can be divided into the following two categories based on the nature of the incidents: (i) non-
compliance incidents that lead to administrative penalties; and (ii) non-compliance incidents that lead
to regulatory measures and the deduction of regulatory points. Please see “Business—Laws and
Regulations” for details.

LISTING EXPENSES

Listing expenses represent professional fees, underwriting commissions, and other fees
incurred in connection with the Listing and the Global Offering. Listing expenses to be borne by us are
estimated to be approximately HK$328.2 million, of which approximately HK$309.3 million is
attributable to the issue of H Shares to the public and will be capitalized, and approximately HK$18.9
million is expected to be reflected in our consolidated income statements. Our Directors do not expect
such expenses to materially impact our results of operations for 2016.
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have the meanings set forth below.

In this prospectus, unless the context otherwise requires, the following terms and expressions

“A Share(s)”

“Application Form(s)”

“Articles of Association” or “Articles”

“Board” or “Board of Directors”

“Business Day” or “business day”

“CBRC”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“China Securities Finance Corporation”

domestic shares of our Company, with a nominal value of
RMB1.00 each, which are subscribed for or credited as
paid up in Renminbi and are listed for trading on the
Shanghai Stock Exchange

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Applications Form(s), or where the
context so requires, any of them, relating to the Hong Kong
Public Offering

the articles of association of our Company, as amended,
which shall become effective on the Listing Date, a
summary of which is set out in Appendix VI to this
prospectus

the Board of Directors of our Company

a day on which banks in Hong Kong are generally open to
the public for normal banking business and which is not a
Saturday, Sunday or public holiday in Hong Kong

the China Banking Commission

R R R R

Regulatory

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual, joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

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

China  Securities  Finance  Corporation  Limited
(FHFEFEEMEBARAR), a joint stock company
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“China Universal”

“Citi Orient”

“Companies (Winding up and
Miscellaneous Provisions) Ordinance’

“Companies Ordinance”
“Company Law” or “PRC Company

Law”

“Company” or “our Company” or
“Orient Securities”

“CSDC”

established under the direction of the State Council to
provide, among other functions, margin and securities
intermediation service to support the margin financing and
securities lending businesses of PRC securities firms

China Universal Asset Management Limited Liability
Company (HER&RSEHBEMHARAT), a joint stock
company incorporated in the PRC with limited liability on
February 3, 2005, and our Company had 39.96% of its
equity interest as of the Latest Practicable Date

Citi Orient Securities Co., Ltd. CRI{EHGEFAIRAT), a
company incorporated in the PRC with limited liability on
June 4, 2012, and a subsidiary in which our Company had
66.67% of equity interest as of the Latest Practicable Date

the Companies (Winding up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to
time

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

Company Law of the People’s Republic of China
(hiE ARFLMBE A F]E), as amended and adopted by the
Standing Committee of the Tenth National People’s
Congress on October 27, 2005 and effective on January 1,
2006, as amended, supplemented or otherwise modified
from time to time, which was further amended on
December 28, 2013 and became effective on March 1, 2014

a joint stock company incorporated in the PRC with limited
liability under the corporate name ‘477 iEZMeln A RA R,
converted from our predecessor, Orient Securities Limited
Liability Company (75 #&7fRE(EATH), on October 8,
2003, conducting business in Hong Kong as “#J7as”
under Part 16 of the Companies Ordinance (in Chinese) and
“DFZQ” (in English), and was registered as a non-Hong
Kong company under the Chinese corporate name
approved as “HITE M AR, the A Shares of which
have been listed on the Shanghai Stock Exchange since
March 23, 2015 (Stock Code: 600958), and except where
the context otherwise requires includes its predecessors

the China Securities Depositary and Clearing Corporation
(R B RCA B A IR AL A )
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“CSRC”

“Director(s)”

“EIT”

“Exchange Participant(s)”

“GDP”

“Global Offering”

“GREEN Application Form(s)”

9% ¢

“Group”,

99 ¢

our Group”, “we” or “us”

“H Share Registrar”

“H Share(s)”

“HKS$” or “HK dollars” or “Hong Kong
dollar”

“HKSCC”

“HKSCC Nominees”

“Hong Kong Listing Rules” or “Listing
Rules”

“Hong Kong Offer Shares”

the China Securities Regulatory Commission (H'F# 7
BEMERE)

director(s) of our Company
enterprise income tax of the PRC

a person: (a) who, in accordance with the Hong Kong
Listing Rules, may trade on or through the Hong Kong
Stock Exchange; and (b) whose name is entered in a list,
register or roll kept by the Hong Kong Stock Exchange as a
person who may trade on or through the Hong Kong Stock
Exchange

gross domestic product

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by the White
Form eIPO Service Provider, Computershare Hong Kong
Investor Services Limited

our Company and its subsidiaries, and their respective
predecessors

Computershare Hong Kong Investor Services Limited

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

Hong Kong dollars and cents, respectively, the lawful
currency of Hong Kong

Hong Kong Securities Clearing Company Limited, a
wholly owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC

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

the 71,775,200 H Shares initially offered by our Company
for subscription at the Offer Price pursuant to the Hong
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“Hong Kong” or “HK”

“Hong Kong Public Offering”

“Hong Kong Stock Exchange” or
“Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting Agreement”

“IFRS”

“Independent Third Party(ies)”

“International Offer Shares”

Kong Public Offering (subject to reallocation as described
in the section headed “Structure of the Global Offering” in
this prospectus)

the Hong Kong Special Administrative Region of the PRC

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong (subject to adjustment as
described in the section headed “Structure of the Global
Offering” in this prospectus) at the Offer Price (plus
brokerage, SFC transaction levies and Hong Kong Stock
Exchange trading fees), on and subject to the terms and
conditions described in this prospectus and on the
Application Forms as further described in “Structure of the
Global Offering—Hong Kong Public Offering” in this
prospectus

The Stock Exchange of Hong Kong Limited, a wholly-
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

the underwriters of the Hong Kong Public Offering listed in
“Underwriting—Hong Kong Underwriters” in this
prospectus

the underwriting agreement dated June 21, 2016 relating to
the Hong Kong Public Offering and entered into by, among
others, our Company, the Joint Sponsors, the Joint Global
Coordinators and the Hong Kong Underwriters, as further
described in “Underwriting—Underwriting Arrangements
and Expenses—Hong Kong Public Offering—Hong Kong
Underwriting Agreement” in this prospectus

International Financial Reporting Standards, which include
standards, amendments and interpretations promulgated by
the International Accounting Standards Board and the
International Accounting Standards, and interpretation
issued by the International Accounting Standards
Committee

party(ies) not connected with us within the meaning of the
Hong Kong Listing Rules to the knowledge of our
Directors after all reasonable enquiries

the 885,224,800 H Shares initially offered by our Company
and the Selling Shareholders pursuant to the International
Offering together with, where relevant, any additional
Shares which may be issued by our Company or sold by the
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“International Offering”

“International Underwriters”

“International Underwriting Agreement”

“Joint Bookrunners”

“Joint Global Coordinators”

Selling Shareholders pursuant to the exercise of the Over-
allotment Option (subject to reallocation as described in the
section headed “Structure of the Global Offering” in this
prospectus)

the offer of the International Offer Shares by the
International Underwriters at the Offer Price outside the
United States and to non-U.S. persons in offshore
transactions in accordance with Regulation S and in the
United States and to U.S. persons outside the United States
only to persons who are both QIBs and QPs as further
described in the section headed “Structure of the Global
Offering” in this prospectus

the group of international underwriters, led by the Joint
Global Coordinators, that is expected to enter into the
International Underwriting Agreement to underwrite the
International Offering

the underwriting agreement expected to be entered into on
or around June 29, 2016 by, among others, our Company,
the Selling Shareholders and the International Underwriters
in respect of the International Offering, as further described
in  “Underwriting—International ~ Offering” in this
prospectus

Citigroup Global Markets Asia Limited (in relation to the
Hong Kong Public Offering), Citigroup Global Markets
Limited (in relation to the International Offering), Goldman
Sachs (Asia) L.L.C., Nomura International (Hong Kong)
Limited, Orient Securities (Hong Kong) Limited, BOCOM
International Securities Limited, Haitong International
Securities Company Limited, Guotai Junan Securities
(Hong Kong) Limited, Zhongtai International Securities
Limited, ICBC International Capital Limited, ABCI Capital
Limited, BOCI Asia Limited, CCB International Capital
Limited, Shenwan Hongyuan Capital (H.K.) Limited,
Huarong International Securities Limited, CLSA Limited,
China Merchants Securities (HK) Co., Limited and China
Industrial Securities International Capital Limited

Citigroup Global Markets Asia Limited, Goldman Sachs
(Asia) L.L.C., Nomura International (Hong Kong) Limited,
Orient Securities (Hong Kong) Limited and BOCOM
International Securities Limited
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“Joint Lead Managers”

“Joint Sponsors”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Macau”

“Main Board”

“Mandatory Provisions”

Citigroup Global Markets Asia Limited (in relation to the
Hong Kong Public Offering), Citigroup Global Markets
Limited (in relation to the International Offering), Goldman
Sachs (Asia) L.L.C., Nomura International (Hong Kong)
Limited, Orient Securities (Hong Kong) Limited, BOCOM
International Securities Limited, Haitong International
Securities Company Limited, Guotai Junan Securities
(Hong Kong) Limited, Zhongtai International Securities
Limited, ICBC International Securities Limited, ABCI
Securities Company Limited, BOCI Asia Limited, CCB
International Capital Limited, Shenwan Hongyuan Capital
(H.K.) Limited, Huarong International Securities Limited,
CLSA Limited, China Merchants Securities (HK) Co.,
Limited and China Industrial Securities International
Capital Limited

Citigroup Global Markets Asia Limited, Goldman Sachs
(Asia) L.L.C. and Nomura International (Hong Kong)
Limited

June 13, 2016, being the latest practicable date for the
purpose of ascertaining certain information contained in
this prospectus prior to its publication

listing of the H Shares on the Main Board of the Hong
Kong Stock Exchange

the Listing Committee of the Hong Kong Stock Exchange

the date, expected to be on or around July 8, 2016, on
which our H Shares are listed and from which dealings
therein are permitted to take place on the Hong Kong Stock
Exchange

the Macau Special Administrative Region of the PRC

the stock market (excluding the option market) operated by
the Stock Exchange which is independent from and
operated in parallel with the Growth Enterprise Market of
the Stock Exchange

the “Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas” ((EIS4EHiARE
FEAHEPEED), as amended, supplemented or otherwise
modified from time to time, for inclusion in the articles of
association of companies incorporated in the PRC to be
listed overseas (including Hong Kong), which were
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“Ministry of Finance” or “MOF”

“MOFCOM”

“NDRC”

“NPC”

“NSSF”

“Offer Price”

“Offer Share(s)”

“Orient Finance Hong Kong”

“Orient Ruide Investment
Management”

“Orient Securities Asset Management”

promulgated by the former Securities Commission of the
State Council (H#PFi#%*Z 8 ) and the former State
Commission for Restructuring the Economic Systems
(R AP H 2 B ) on September 29, 1994

the Ministry of Finance of the PRC (' A R A1 5 1 B HE)

the  Ministry of Commerce of the PRC
(F 2\ BRI 28 7 55 7

the National Development and Reform Commission of the
PRC (F#EARIMBIFERMAFZ )

the National People’s Congress of the PRC
(P N R 2B N RARKE)

the National Council for Social Security Fund of the PRC
(PN R AL TR 2 B A & (R R B B )

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee of 1.0%, SFC transaction levy
of 0.0027% and Hong Kong Stock Exchange trading fee of
0.005%) at which Hong Kong Offer Shares are to be
subscribed, to be determined in the manner further
described in “Structure of the Global Offering—Pricing
and Allocation” in this prospectus

the Hong Kong Offer Shares and the International Offer
Shares, together with, where relevant, any additional
H Shares which may be issued by our Company or sold by
the Selling Shareholders pursuant to the exercise of the
Over-allotment Option

Orient Finance Holdings (Hong Kong) Limited (R75 <
P (F#) AIRAF]), a company incorporated in Hong
Kong with limited liability on February 17, 2010, and a
wholly-owned subsidiary of our Company

Orient Ruide (Shanghai) Investment Management Co., Ltd
CRITEE (b)) BCEE A W), a company incorporated
in the PRC with limited liability on August 7, 2014, and a
wholly-owned subsidiary of Orient Securities Capital
Investment

Shanghai Orient Securities Asset Management Co., Ltd
(BB EEEHARAT), a company incorporated in
the PRC with limited liability on June 8, 2010, and a
wholly-owned subsidiary of our Company
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“Orient Securities Capital
Investment”

“Orient Securities Futures”

“Orient Securities Innovation
Investment”

“Over-allotment Option”

“PBOC”

“PRC GAAP”

“Price Determination Agreement”

“Price Determination Date”

Shanghai Orient Securities Capital Investment Co., Ltd.
(LB HEEABEARAF), a company incorporated in
the PRC with limited liability on February 8, 2010, and a
wholly-owned subsidiary of our Company

Shanghai Orient Securities Futures Co., Ltd (LifEaEN&
A2~ 7]), a company incorporated in the PRC with limited
liability on December 8, 1995, and a wholly-owned
subsidiary of our Company. On September 20, 2007, the
Company acquired 100% of equity interest in the
predecessor Shanghai Jiulian Futures Brokerage Co., Ltd.
(LB RLEALARATF) of Orient Securities Futures via
Shanghai united assets and equity exchange by agreement
transfer. Henceforth, Orient Securities Futures became a
wholly-owned subsidiary of our Company

Shanghai Orient Securities Innovation Investment Co., Ltd.
(LRI BUE A IR F]), a company incorporated in
the PRC with limited liability on November 19, 2012, and a
wholly-owned subsidiary of our Company

the option expected to be granted by our Company and the
Selling Shareholders to the International Underwriters,
exercisable by the Joint Global Coordinators (on behalf of
the International Underwriters) pursuant to the International
Underwriting Agreement, pursuant to which our Company
and the Selling Shareholders may be required to allot and
issue or sell up to an aggregate of 143,000,000 additional
H Shares at the Offer Price to, among other things, cover
over-allocations in the International Offering, if any,
further details of which are described in the section headed
“Structure of the Global Offering” in this prospectus

the People’s Bank of China (‘F AR#R77), the central bank
of the PRC

generally accepted accounting principles in the PRC

the agreement to be entered into by the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters),
our Company and Shenergy Group (on behalf of the Selling
Shareholders) on the Price Determination Date to record
and fix the Offer Price

the date, expected to be on or around Wednesday, June 29,
2016 (Hong Kong time) on which the Offer Price is
determined, or such Ilater time as the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters),
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DEFINITIONS

“prospectus”

“proprietary trading business”

“province”

“QIB”

“QP”

“Regulation S”

“Risk Control Indicator Measures™

“RMB” or “Renminbi”
“Rule 144A”
éGSAC”

(CSAFE”

“Sale Shares”

“SASAC”

our Company and Shenergy Group (on behalf of the Selling
Shareholders) may agree, but in any event no later than
Thursday, July 7, 2016

this prospectus being issued in connection with the Hong
Kong Public Offering

comprises the Securities Investment Department, the Fixed
Income Department and the Derivatives Department. For
the avoidance of doubt, it excludes the NEEQ Investment
Department, which operated under the Securities
Investment Department before January 1, 2016

a province or, where the context requires, a provincial level
autonomous region or municipality, under the direct
supervision of the central government of the PRC

a qualified institutional buyer within the meaning of
Rule 144A

a qualified purchaser as defined in Section 2(a)(51) of the
U.S. Investment Company Act

Regulation S under the U.S. Securities Act

Administrative Measures for the Risk Control Indicators of
Securities Firms in the PRC (#8757 )R 28 il 45 B2 B k)

Renminbi, the lawful currency of the PRC
Rule 144A under the U.S. Securities Act
the Securities Association of China (' 753 i &)

the State Administration of Foreign Exchange of the PRC
(FH I R SN HE A B JRy )

the 87,000,000 H Shares to be converted from an
equivalent number of A Shares of the Company held by the
Selling Shareholders and offered for sale by the Selling
Shareholders as part of the International Offering at the
Offer Price, subject to any adjustment and, where relevant,
any additional H Shares which may be converted from
A Shares and sold pursuant to the exercise of the Over-
allotment Option, and references to “Sale Shares” shall
include, where the context requires, the A Shares from
which the Sale Shares are converted

State-owned Assets Supervision and Administration
Commission of the State Council
(BB pe A A A R B )
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€GSAT”

“Securities and Futures Ordinance” or

“SFO”

“Securities Law”

“Securities Times”

“Selling Shareholders”

‘GSFC”
“Shanghai Securities News”
“Shanghai Stock Exchange”

“Share(s)”

“Shareholder(s)”

“Shenergy Group”

“Shenzhen Stock Exchange”
“SME(S)”

“Special Regulations”

“SSE Listing Rules”

“Stabilizing Manager”

the State Administration of Taxation of the PRC
(B EBLHS 5 R))

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

the Securities Law of the People’s Republic of China
(h#EANRILMBE@EIRE), as amended, supplemented or
otherwise modified from time to time

Securities Times Newspaper (#7F#t) of the PRC

the Shareholders of the Company which will be selling the
Sale Shares in the International Offering as further
described in “Structure of the Global Offering—The
Selling Shareholders” and “Appendix VII—Statutory and
General Information—35. Other Information—F. Particulars
of the Selling Shareholders”

the Securities and Futures Commission of Hong Kong
Shanghai Securities News of the PRC
the Shanghai Stock Exchange (#7752 %) )

ordinary shares in the capital of our Company with a
nominal value of RMB1.00 each, comprising A Shares and
H Shares

holder(s) of the Share(s)

Shenergy (Group) Company Limited (1fig (4EH) AR 7D,
a company incorporated in the PRC with limited liability
on November 18, 1996, and the single largest Shareholder
of our Company, owning approximately 30.08% of the
Shares of our Company as of the Latest Practicable Date

the Shenzhen Stock Exchange (A3l %528 % Fr)
small and medium-sized enterprise(s)

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies (5 e B A e 3 A BR 2 R S5 503
SR B BT RIRRHIBLE), promulgated by the State Council
on August 4, 1994

the Rules Governing the Listing of Stocks on the Shanghai
Stock Exchange (L %58 5 Bt Eififll), as amended

Goldman Sachs (Asia) L.L.C.
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“State Council”

“subsidiary(ies)”

“Supervisor(s)”
“Supervisory Committee”
“Track Record Period”

“U.S.” or “United States”

b4

“U.S. Investment Company Act

“U.S. Securities Act”

“Underwriters”

“Underwriting Agreements”

“US$” or “US dollars”

“WHITE Application Form(s)”

“White Form eIPO”

“White Form eIPO Service Provider”

“Wind Info”

“YELLOW Application Form(s)”

State Council of the
(Fh e N RS B 5 )

People’s Republic of China

has the meaning ascribed to it in section 15 of the
Companies Ordinance

member(s) of our Supervisory Committee
the supervisory committee of our Company
the three years ended December 31, 2013, 2014 and 2015

the United States of America, its territories, its possessions
and all areas subject to its jurisdiction

the United States Investment Company Act of 1940

the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

the Hong Kong Underwriters and the International

Underwriters

the Hong Kong Underwriting Agreement and the

International Underwriting Agreement

United States dollars, the lawful currency of the United
States

the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be issued in the
applicant’s own name

the application for Hong Kong Offer Shares to be issued in
the applicant’s own name by submitting applications online
through the designated website of White Form eIPO
www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

Wind Information Co., Ltd. (L% #1505 EHAMIROARA ),
a company with limited liability incorporated in the PRC
and a service provider of financial data, information and
software, being an Independent Third Party of the
Company

the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be deposited directly into
CCASS
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bl bl bl

In this prospectus, the terms “associate,” ‘“close associate,” “‘connected person,” “core
connected person,” “connected transaction,” “controlling shareholder” and “substantial
shareholder” shall have the meanings given to such terms in the Hong Kong Listing Rules, unless the

context otherwise requires.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation
of the figures preceding them. Any discrepancies in any table or chart between the total shown and the
sum of the amounts listed are due to rounding.

For ease of reference, the English names of the PRC established companies or entities, laws or
regulations are translation and/or transliteration of their Chinese names and have been included in
this prospectus for identification purposes only. In the event of any inconsistency between the Chinese
names and their English translations and/or transliterations, the Chinese versions shall prevail.

27



GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain technical terms used in this
prospectus. As such, these terms and their meanings may not correspond to standard industry
meanings or usage of these terms.

“active client(s)”

“affluent client(s)”

“Alpha strategy”

“AUM”

“average return of securities
investment”

“average stock and fund brokerage
commission rate”

“bps”

‘GCAGR”

GCCAM”

“ChiNext Board”

“collateral ratio”

client(s) other than those holding dormant account(s)

our individual client(s) with account balance of equal to or
over RMBO0.5 million, but less than RMB5.0 million

an arbitrage trading strategy targeting return in excess of
the compensation for systematic risk

assets under management

the ratio of net gains from securities investment activities to
funds used by securities investment activities, the
calculation of which, for the avoidance of doubt, is based
on net gains from and funds used by our proprietary trading
and NEEQ market-making businesses

the commission and fee income on our securities brokerage
business as divided by the corresponding brokerage trading
volume for stocks and funds

basis points

compound annual growth rate

collective asset management

the growth enterprise board launched by the Shenzhen
Stock Exchange

for margin finance and securities lending business, it refers
to the ratio of the fair value of the collateral, including cash
and securities held by the clients, to the balance of the sum
of the receivables and the securities lent out in the margin
accounts of the clients; for collateralized stock repurchase
business and repurchase agreement transaction business, it
refers the ratio of the fair value of initial and supplement
collateral, less any collateral already released, plus interests
and dividends received, divided by the amount payable by
the borrower
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GLOSSARY OF TECHNICAL TERMS

“collateralized stock repurchase”

“CSI 300 Index”

“CSI 500 Index”

“DFH”

2

“discretionary management products

“dormant account”

“ETFS”
“FICC”

“funds used by securities investment”

“futures IB business”

“GFA”
“HNWI”

“high-net-worth client(s)”

a transaction in which eligible borrowers get financing
from eligible lenders by pledging the stocks or other
securities they hold and agree to return the borrowed funds
and cancel the pledge some day in the future

a capitalization-weighted stock market index designed to
replicate the performance of 300 stocks traded on the
Shanghai Stock Exchange and Shenzhen Stock Exchange,
which is compiled by the China Securities Index Co., Ltd.
(hRETEEA R A D)

a capitalization-weighted stock market index compiled by
the China Securities Index Co., Ltd. (1R EAHRA ) and
designed to replicate the performance of 500 stocks traded
on the Shanghai Stock Exchange and the Shenzhen Stock
Exchange

Dong Fang Hong, a brand for our asset management
products

TAM schemes, where the specific investment objects are
determined by the manager according to the investment
scope and limitation agreed in the contracts signed with
clients, CAM schemes, SAM schemes and mutual funds

the A share account and related capital account of an
investor whose securities account has nil balance, whose
capital account has balance of no more than RMB100 and
who has not conducted any trading in securities under his
securities account within one year

exchange-traded funds
fixed-income, currencies and commodities

the beginning balance of net assets held for securities
investment, as adjusted by time-weighted average of
additional funds invested or withdrawn during the relevant
period, which, for the avoidance of doubt, includes funds
used by our proprietary trading and NEEQ market-making
businesses

the business activities in which securities firms, as
commissioned by futures companies, introduce customers
to futures companies to provide futures brokerage and other
related services

gross floor area
high net worth individuals

our individual client(s) with account balance above
RMBS5.0 million
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GLOSSARY OF TECHNICAL TERMS

“income certificate”

“IPO”

“large CAM scheme”

“M&A”

“NEEQ”

“NEEQ Company”

“net gains from securities investment
activities”

“non-discretionary management
products”

6‘020”

“operating income”

“OTC”
“QDII”
“QFII”

“repurchase agreement transaction”

“RQFII”

marketable securities issued by securities firms with the
payment of principal and return linked to specific
underlying assets

initial public offering

collective asset management scheme designed mainly for
retail clients with minimum subscription amount ranging
from RMB50,000 to RMB100,000 per client

mergers and acquisitions

National Equities Exchange and Quotations
(G /IR SE R R AR )

National Equities Exchange and Quotations Co., Ltd.

the sum of net investment gains arising from securities
investment and other comprehensive income (before
income tax) of available-for-sale financial assets as
securities investment (less impairment loss and net of net
interest expenses occurred for securities investment),
which, for the avoidance of doubt, include net gains from
our proprietary trading and NEEQ market-making
businesses

TAM schemes where the investments are carried out in
strict accordance with the specific investment instructions
of the clients and the manager is exempt by contract of due
diligence requirements

online to offline

operating income of a securities firm derived from financial
statements prepared in accordance with the PRC GAAP

over-the-counter
Qualified Domestic Institutional Investor (7 #35E NBE RS E )
Qualified Foreign Institutional Investor (#+#5e/MHE £ & #)

a transaction in which eligible clients sell underlying
securities to the designated securities firms at an agreed
price and agree to repurchase such securities from the
securities firms at another agreed price on a future date

Renminbi  Qualified Foreign Institutional Investor
(AR SHBMER LA #), a program launched in the PRC
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GLOSSARY OF TECHNICAL TERMS

€GSAM7,

“Shanghai-Hong Kong Stock Connect’

“Shenzhen-Hong Kong Stock Connect

“small CAM scheme”

“SSE 50 Index”

“ST stock(s)”

€CTAM”

“Type-A branches”

“Type-B branches”

>

b5

which allows Hong Kong subsidiaries of PRC securities
firms and funds to facilitate investments of offshore
Renminbi into domestic securities market

specialized asset management

a securities trading and clearing links program developed
by the Hong Kong Stock Exchange, Shanghai Stock
Exchange, HKSCC and CSDC for the establishment of
mutual market access between Hong Kong and Shanghai,
including Southbound Trading and Northbound Trading

a securities trading and clearing links program under
development by the Shenzhen Stock Exchange, HKSCC
and China Securities Depository and Clearing Corporation
Limited for the establishment of mutual market access
between Hong Kong and Shenzhen, including Southbound
Trading and Northbound Trading

collective asset management scheme designed mainly for
up to 200 institutional and high net worth clients with
minimum subscription amount of RMBI1.0 million per
client

a capitalization-weighted stock market index that selects 50
largest stocks of good liquidity and representatives traded
on the Shanghai Stock Exchange

special treatment stock(s) of listed companies that
experience unusual circumstances in their financial
condition or operation, exposing them to delisting risks or
making it impracticable for investors to evaluate the
companies’ business prospects

targeted asset management

branches that are equipped with IT system for on-site
trading, which enables them to provide online trading
service for clients, according to the Guidelines for
Information Technology of Securities Branches of
Securities Firms (@772 Al i 728 3 a0 5 M6 51)

branches that are not equipped with IT system for on-site
trading, but rely upon the information system of the
headquarters or other securities branches to provide on-site
trading service for clients, according to the Guidelines for

Information Technology of Securities Branches of
Securities Firms (%24 ml i 208 505 BALITHE51)
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“Type-C branches” branches where on-site trading service is not available,
according to the Guidelines for Information Technology of

Securities Branches of Securities Firms
(IR Al 8 AR5 BT 155 1)

“VaR” value at risk
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. Such forward-looking statements relate to
events that are subject to significant risks and uncertainties, including the risks described in the section
headed “Risk Factors” in this prospectus. These forward-looking statements include, but are not
limited to, words and expressions such as “aim,” “expect,” “believe,” “plan,” “intend,” “estimate,”
“project,” “‘seek,” “anticipate,” “may,” “will,” “should,” “would” and “could” or similar words,
expressions or statements or the negative thereof, in particular, in the sections headed “Business” and
“Financial Information” in this prospectus in relation to future events, including our strategies, plans,
objectives, goals, targets, future financial results, business prospects, the future development of our
industry, the general economy of our key markets and the national and global economy.

9 ¢
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These statements are based on numerous assumptions regarding our present and future business
strategy and the environment in which we will operate in the future and the information currently
available to our management. These forward-looking statements reflect our current views with respect
to future events and are not a guarantee of future performance, which is subject to known and unknown
risks, uncertainties, assumptions and other factors, some of which are beyond our control, and may
cause our actual results, performance or achievements, or industry results to be materially different
from any future results, performance or achievements expressed or implied by the forward-looking
statements. These risks and uncertainties include, but are not limited to, those discussed under the
section headed “Risk Factors” in this prospectus and elsewhere in this prospectus and the following:

»  general political and economic conditions;
*  macroeconomic measures taken by the PRC government to manage economic growth;

. future development, trends and environment of the industry and markets in which we
operate;

*  exchange rate fluctuations and evolving legal systems pertaining to the PRC and the
industry and markets in which we operate;

»  regulatory environment of the PRC and the industry in which we operate;
*  market competition, and actions and development of competitors;
e our business prospects;

*  our business plans, strategies and goals and our ability to successfully implement these
business plans, strategies and goals;

*  our financial conditions, operating results and performance;

e  our ability to reduce costs;

*  fluctuations in our brokerage fee and commission income; and

*  our dividend policy.

We caution you not to place undue reliance on these forward-looking statements, which reflect
our management’s view only as of the date of this prospectus. We undertake no obligation to update or
revise any forward-looking statements, whether as a result of new information, future events or
otherwise. In light of these risks, uncertainties and assumptions, the forward-looking events discussed

in this prospectus might not occur. All forward-looking statements contained in this prospectus are
qualified by reference to the cautionary statements set out in this section.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including the risks
and uncertainties described below, before making an investment in our H Shares. These risks could
materially and adversely affect our business, financial condition and results of operations. The
trading price of our H Shares could significantly decrease due to any of these risks, and you may
lose all or part of your investment. You should pay particular attention to the fact that we are a
company incorporated in China and most of our operations are conducted in China which is
governed by a legal and regulatory environment that may differ from that of other countries. For
more information concerning China and certain related matters discussed below, see “Regulatory
Environment,” “Appendix V—Summary of Principal Legal and Regulatory Provisions” and
“Appendix VI—Summary of Articles of Association.” You should seek professional advice from
relevant advisors regarding your prospective investment in the context of your particular
circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY
General economic and market conditions could adversely affect our business.

Our business is highly dependent on economic and market conditions in China and other
jurisdictions where we operate. General economic and political conditions, such as macroeconomic
and monetary policies, legislation and regulations on the financial and securities industries, upward and
downward trends in the market, business and financial sectors, currency and interest rate fluctuations,
availability of short-term and long-term market funding sources and cost of funding, could affect our
business. As a securities firm, our business is directly affected by the inherent risks associated with the
securities markets, including market volatility, changes in investment sentiment, fluctuations in trading
volume, liquidity changes, and the creditworthiness or the perceived creditworthiness of the securities
industry in the marketplace. As China capital markets are still evolving, market conditions may change
rapidly. In addition, global financial market conditions may affect the financial market conditions in
China. For example, the PRC financial market has recently experienced significant volatility. The
Shanghai Stock Exchange Composite Index initially rose from the second half of 2014 to early June
2015, reaching to a year high of 5,166.4 at the closing of June 12, 2015. During this period, the stock
trading volume in the domestic A share market increased significantly. However, the A share market
has experienced a sharp decline and significant volatility since mid-June 2015 with the Shanghai Stock
Exchange Composite Index dropping to its low end of 2,927.3 at the closing of August 26, 2015. In
response, the PRC government has taken regulatory measures to stabilize the market, including,
provision of more liquidity to the market, reducing the number and scale of IPOs and encouraging
substantial shareholders, directors, supervisors and senior management of listed companies to increase
shareholding in their companies and regulate the reduction of shareholding of shareholders in A share
listed companies, all of which may have a material adverse effect on market liquidity and new offering
channel to a certain extent. The Shanghai Stock Exchange Composite Index further dropped by 20.0%
from 3,539.2 as of the end of 2015 to 2,833.1 as of the Latest Practicable Date. If the negative market
trend continues in 2016, our revenue and profit may decline significantly in 2016 as compared with
those in 2015.
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In addition, downturns in general economic conditions and adverse market conditions could
materially and adversely affect our business, results of operations, financial condition and prospects in
various ways, including but not limited to the following:

the demand of our clients for securities trading could decrease, resulting in a decline in our
revenue from our securities brokerage;

the value and returns on financial assets we hold for securities trading and investment and
the value of investment portfolio for our asset management products may be adversely
affected by market volatility;

we may face increased default risks that a client or counterparty may fail to perform its
contractual obligations;

our financing cost may increase due to the limited access to liquidity and the capital
markets, and therefore restricting our ability to raise funding to develop our business; and

we may not be able to effectively execute our business plans and strategies.

In addition, each segment of our business may be affected by the general economic and market
conditions in different ways:

Brokerage and securities financing business. Our securities brokerage business depends
on securities brokerage commission rates and trading volumes. Competition may affect
market prices for products and services we offer, especially the prices for standardized
services like securities brokerage. In 2013, 2014 and 2015 and the three months ended
March 31, 2015 and 2016, the average stock and fund brokerage commission rate of our
securities branches was 7.7 bps, 6.9 bps, 5.4 bps, 6.3 bps and 4.8 bps, respectively. Faced
with intensified competition in the securities brokerage business in China and the resulting
industry trend of decreasing commission rates, we have lowered our brokerage
commission rate in order to remain competitive in the market place. According to the
Shanghai Stock Exchange and Shenzhen Stock Exchange, the aggregate trading volume of
securities on behalf of our clients increased to RMB3,027.7 billion for the three months
ended March 31, 2016 from RMB2,052.6 billion for the three months ended March 31,
2015. However, revenues from our securities brokerage business and our average stock
and fund brokerage commission rates of securities branches decreased from RMB732.5
million and 6.3 bps for the three months ended March 31, 2015 to RMB599.9 million and
4.8 bps for the three months ended March 31, 2016. In addition, the proportion of
institutional investors in China’s securities market is relatively low compared with those in
developed countries, contributing to higher volatility of securities trading volume, which
materially and adversely affects the stability of revenue from our securities brokerage
business.

Securities sales and trading business. We have net long trading positions in various equity
and fixed income securities as part of our securities sales and trading business.
A substantial portion of these financial instruments, including financial assets at fair value
through profit and loss and part of the available-for-sale financial assets, are marked to
market. Their fair value is constantly affected by overall market conditions, and any
decline in their fair value may have a direct and significant impact on our profit and capital
position. In addition, a decline in the value of available-for-sale financial assets could
result in the recognition of impairment losses if management determines that such decline
in value is not temporary or is substantial, which could impact our profitability. In
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addition, we borrow funds to conduct fixed income securities trading mainly through
repurchase transactions and significant changes in interest rates may also affect our
profitability. We may not be able to hedge all of our exposures to such declines in an
effective or cost-efficient way. Sudden declines and significant volatility in the asset prices
may cause us to incur significant losses or significant unrealized losses.

*  Investment management business. We receive asset management fee income based on the
value of our clients’ portfolios or their assets under investment accounts that we manage.
In addition, we also earn performance fees on certain asset management schemes. Market
volatility and adverse economic conditions may affect the performance of the assets or
funds we manage and reduce our AUM, which could adversely affect our ability to receive
asset management fees or performance fees.

*  Investment banking business. Our investment banking business is largely dependent on
market conditions. Unfavorable economic conditions and other adverse geopolitical
conditions may negatively impact investor confidence and corporate finance activities,
resulting in significant declines in the volume and number of fund raisings and M&A
transactions. Adverse market conditions and capital market volatility may also cause
delays to, or the termination of, securities offerings underwritten and sponsored by us and
M&A transactions advised by us, which could adversely affect the revenue and
profitability of our investment banking business.

The Chinese A share market has experienced a sharp decline and significant volatility since mid-
June 2015, which may materially and adversely affect our performance and prospects.

From 2013 to 2015, our total revenue and profit for the year grew at a CAGR of 111.2% and
174.0%, respectively. However, such growth may not be indicative of our future performance. As
Chinese A share market has experienced a sharp decline and significant volatility since mid-June 2015,
the performance of our proprietary trading business and securities brokerage business has been
adversely affected. Our total revenue and other income decreased by 46.1% from RMBS5,112.7 million
for the three months ended March 31, 2015 to RMB2,757.5 million for the three months ended
March 31, 2016. Our profit decreased by 76.0% from RMB1,959.8 million for the three months ended
March 31, 2015 to RMB471.2 million for the three months ended March 31, 2016. If the negative
market trend continues in 2016, our revenue and profit may decline significantly in 2016 as compared
with those in 2015.

Our business may be adversely affected by regulatory changes and measures in China and other
jurisdictions where we operate.

We are subject to extensive regulation in China and Hong Kong as a securities firm. These
regulations limit the types of products and services we may offer by imposing capital requirements and
restrict our business activities by stipulating the types of securities we may invest in. Relevant
regulatory authorities conduct periodic inspections, examinations and inquiries in respect of our
compliance with relevant regulatory requirements. For example, CSRC periodically evaluates and
assigns a regulatory rating to each securities firm, including us, based on firm’s risk management
capabilities, competitiveness and compliance with regulatory requirements. In addition, we may be
subject to various regulations, inspections and restrictions imposed by relevant regulatory authorities in
other countries and jurisdictions where we operate our business. Although we had certain non-
compliance incidents that did not have any material and adverse impact on our business, financial
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condition and results of operations during the Track Record Period, our potential failure to comply
with the applicable regulatory requirements could result in sanctions, fines, penalties or other
disciplinary actions, including, among other things, a downgrade of our regulatory rating and
limitations or prohibitions on our future business activities, which may limit our ability to conduct pilot
programs and launch new businesses, and harm our reputation. Please refer to “Business—Regulatory
non-compliances” for more details. We have received AA or A regulatory rating for six consecutive
years (AA rating being the highest rating ever received by PRC securities firms) since 2010, when
CSRC started publishing the classification evaluation results for securities firms. However, there is no
assurance that we will be able to maintain such regulatory rating in the future. A downgrade of our
regulatory ratings may limit our ability to conduct certain businesses or obtain certain business permits
or approvals for our new businesses or cause us to be subject to a higher risk capital reserve ratio or a
higher securities investor protection fund reserve ratio. Any future incidents of non-compliance may
have a material adverse effect on our business, financial condition, results of operations, reputation and
prospects.

Rules and regulations applicable to our business are evolving rapidly. New rules and
regulations, and changes in the interpretation or enforcement of existing rules and regulations may
directly impact our business strategies, competitiveness and prospects. Changes in the rules and
regulations could impose more stringent requirements or additional limitations on the business that we
conduct, require us to modify our existing business practices and lead to additional compliance costs or
introduce and increase competition for our business. In April 2015, CSDC switched from a “one-
person-one-account” system to a “one-person-multiple-account” system and each individual investor
was allowed to open up to 20 securities accounts. After the transition, our clients may compare
commission rates and service level among different securities firms and thus to easily switch accounts,
which will lead to higher pressure on our revenue and service level. The trend of reducing barriers to
the entry of the PRC securities industry may also intensify the competition we face. New competitors,
including foreign competitors, may be allowed to enter into the securities industry, and our current
competitors may be allowed to expand the scope of their business into new business lines. For
example, according to a statement made by CSRC on March 6, 2015, CSRC is evaluating a proposal to
open up the PRC securities industry to other financial institutions such as commercial banks, which if
adopted, is expected to intensify market competition, particularly in securities brokerage, underwriting
and asset management business, as commercial banks generally have greater financial resources,
including the use of balance sheet to cross-sell other products and services, wider branch network and a
larger client base compared to securities firms. Our failure to adapt to the changing regulatory
environment and maintain our compliance and competitiveness could have a material adverse effect on
our business, financial condition, results of operations and prospects.

Restrictions on foreign equity participation in China capital markets and the securities market
have been removed gradually in recent years. In October 2012, CSRC amended the Regulations on the
Establishment of Securities Firms with Foreign Equity Participation, increasing the proportion of
accumulated shareholdings of overseas shareholders or the interests they hold in the securities firm with
foreign equity participation from not exceeding one-third to not exceeding 49%. In August 2013, the
Chinese government signed “Supplement X to ‘The Mainland and Hong Kong Closer Economic
Partnership Arrangement” << /A Bl 7 i B 1A 2 57 0 B RS B BRUR ) 2 P>l 7E Wik 1) wiith the government
of the Hong Kong Special Administrative Region and “Supplement X to ‘The Mainland and Macau
Closer Economic Partnership Arrangement’ <Py Bi it [ B o7 50 52 K8 B4 R (1 2 PE> i etk 1)
with the government of the Macau Special Administrative Region to further soften the conditions of
Hong Kong capital and Macau capital flowing into capital markets of the PRC. Under this framework,

37



RISK FACTORS

the proportion of shareholdings of Hong Kong capital and Macau capital in a securities joint venture set
up in Shanghai, Guangdong Province and Shenzhen could amount to up to 51%. Under this new
framework, qualified foreign-invested securities firms may obtain full securities business licenses to
extend business beyond the previously permitted underwriting and sponsoring of equity and debt, foreign
stock brokerage, bond brokerage and proprietary trading. The influx of foreign capital will further
increase competition in the market, and may have an adverse impact on our business, financial
conditions, operating results and prospects.

We are subject to strict capital adequacy, risk management, liquidity and other regulatory
requirements that may restrict our business activities.

We are subject to capital adequacy, risk indicator, liquidity and other requirements imposed by
CSRC, SAC, and other regulatory authorities and self-regulatory organizations. According to CSRC’s
requirements, the ratio between our net capital and net assets may not fall below 40.0%, the ratio
between our net capital and liabilities may not fall below 8.0% and the ratio between our net capital
and the total risk capital reserve may not fall below 100.0% and the ratio between our net assets and
liabilities may not fall below 20.0%. Pursuant to CSRC’s Administrative Measures for Risk Control
Indicators of Securities Firms, or the Risk Control Indicator Measures, we have established a dynamic
net capital monitoring mechanism to comply with statutory regulatory standards on risk control
indicators with net capital as the core. In addition, we are required to comply with certain risk indicator
requirements to engage in different businesses. For securities firms whose ratio of net capital to total
risk capital reserve is less than 200% or liquidity regulatory indicator is less than 120% (less than
100% before June 30, 2015), their gearing ratio (total asset to net asset) may not exceed 5 times and
their application of innovative business pilot program shall be suspended. We are also subject to
various liquidity requirements. According to SAC, both the Liquidity Coverage Ratio (ratio of good-
quality liquid assets to estimated net cash outflow for the next 30 days) and the Net Stable Funding
Ratio (ratio of available stable funding to stable funding required by business) shall reach 100% by
June 30, 2015. During the Track Record Period, we were in compliance with regulatory requirements
using major risk control indicators with a focus on net capital. These requirements may restrict the
scope and scale of our business activities, and may require us to adjust our existing business in order to
become eligible for new and innovative products and services. Our failure to meet such requirements
could lead to sanctions, fines, penalties or other disciplinary actions, including a downgrade of our
regulatory rating and limitations or prohibitions on our future business activities, which may have a
material adverse effect on our business, financial condition, results of operations, reputation and
prospects.

We may not be able to compete effectively in the PRC securities industry.

The PRC securities industry is highly competitive. As of December 31, 2015, there were
125 registered securities firms in China. We also face intense competition from other financial
institutions, such as commercial banks, fund management companies, insurance companies, trust
companies, futures companies and asset management companies.

*  Brokerage business. For our brokerage business, we compete primarily with other
securities firms in China in terms of pricing and differentiation of products and services
offered. We monitor the relevant product pricing, commission rates and fee structures of
competitors and implement adjustment strategy promptly and strive to improve our service
level, providing clients with differentiated value-added service to maintain our
competitiveness. Partially due to launch of online brokerage services, the brokerage
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commission rates in the China securities market have been decreasing in recent years. If an
increasing number of discount brokers and Internet companies seek to enter and expand
the online brokerage business, the brokerage commission rate in the industry may further
decrease.

*  Investment banking business. For our investment banking business, we compete primarily
with other PRC securities firms as well as commercial banks in terms of brand
recognition, marketing and distribution capability, service quality, financial strength and
pricing. Intense competition may result in lower underwriting and advisory fees for our
investment banking business.

*  Asset management business. For our asset management business, we compete primarily
with other securities firms, fund management companies, commercial banks, insurance
companies and other financial institutions in China in terms of the range of products and
services offered, pricing, investment capability and quality of client service.

Some of our competitors may have certain competitive advantages over us, including greater
financial resources, stronger brand recognition, broader product and service offerings and wider branch
network coverage. Failure by us to effectively compete may have an adverse effect on our business,
financial condition, results of operations and prospects.

Our proprietary trading business accounts for sizeable portion of our overall business, and we
may incur substantial losses from market volatility or sub-optimal investment strategies.

In 2013, 2014 and 2015, revenue derived from our proprietary trading business amounted to
RMB2,102.6 million, RMB3,012.2 million and RMB7,316.9 million, representing 46.3%, 38.6% and
36.1% of our total revenue, respectively. We primarily trade equity and fixed income securities for our
own account. In addition, we also conduct market neutral proprietary trading business with derivatives.
See “Business—Our Business—Securities Sales and Trading—Proprietary Trading—Derivatives
trading.” The performance of our proprietary trading business depends on market conditions and our
investment decisions and judgments. We closely monitor the market value and financial performance
of our investment portfolio, and actively adjust such portfolio to allocate assets based on market
conditions and internal risk management guidelines. However, our investment decisions are based on
human judgments, which involve management discretion and assumptions. If our decision-making
process fails to effectively control losses or capture investment gains, or our forecasts do not conform
to sudden changes in market conditions, or if we do not effectively manage our exposure to
concentration risks from particular assets or asset classes, our proprietary trading business may not
achieve the investment returns we anticipate. In addition, we may suffer losses in an adverse market
environment despite our active management of our investment portfolio. If any of the above happens,
we could suffer material losses, which would materially and adversely affect our business, financial
condition and results of operations. For example, due to the considerable volatility of A share market,
our revenue from the proprietary trading business decreased to RMB66.1 million for the three months
ended March 31, 2016 from RMB2,571.7 million for the three months ended March 31, 2015.

We have made contributions for investment in China blue chips ETF and have committed not to
reduce the net position of our stock proprietary trading under certain conditions.

The A share market has been volatile since the second quarter of 2015 and the PRC
government has introduced measures and led initiatives by market participants to stabilize the market.
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We and 20 other leading PRC securities firms jointly announced on July 4, 2015 that (i) each of these
securities firms will contribute to China Securities Finance Corporation an amount of no less than 15%
of such company’s net assets as of June 30, 2015 for its investment in China blue chips ETF; and
(i1) unless the Shanghai Stock Exchange Composite Index reaches 4,500 or above, each of these
securities firms will not reduce its net position of stock proprietary trading to the level below its
position as of July 3, 2015 and shall increase its net position of stock proprietary trading as appropriate.
As of July 3, 2015, December 31, 2015 and March 31, 2016, the net position of our stock proprietary
trading was RMB3.8 billion, RMB9.0 billion and RMBS5.1 billion, respectively. We monitor the net
position of our stock proprietary trading on a daily basis. If the net position of our stock proprietary
trading falls below the level as of July 3, 2015, we will increase our position immediately by
purchasing stock or adjusting portfolios to maintain our commitment. On September 1, 2015, we
further increased our total contribution to China Securities Finance Corporation to an amount no more
than 20% of our net assets as of July 31, 2015. As of March 31, 2016, we had contributed RMB6.5
billion to China Securities Finance Corporation. This contribution was made to designated accounts
managed by China Securities Finance Corporation and its carrying amounts were determined with
reference to the asset report provided by China Securities Finance Corporation. As a result, our internal
risk management measures such as stop-loss and aggregate daily loss limit do not apply to this
contribution. We have recorded our contributions as available-for-sale financial assets. For accounting
treatment of available-for-sale financial assets, see “Financial Information—Significant Accounting
Policies, Judgments and Estimates—Financial Instruments—Available-for-sale Financial Assets” and
“Financial Information—Significant Accounting Policies, Judgments and Estimates—Financial
Instruments—Impairment of Financial Assets.” At present, it is not within our control how China
Securities Finance Corporation will make use of the funds for investment and when our contributions
will be returned. We may incur losses from these contributions due to future disposal or impairment
and our financial position may fluctuate as a result of revaluation at period ends, any of which would
materially and adversely affect our results of operations and financial condition. In the future, we may
be required to, or decide to, make further and similar contributions during market turbulences in China
and as a result, may incur losses from such contributions.

Our brokerage commission and fee income may decrease.

Brokerage commission and fee income represent a significant portion of our revenue. In 2013,
2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue from our securities
brokerage business represented 25.9%, 20.2%, 20.8%, 14.3% and 21.4% of our total revenue,
respectively. Meanwhile, in 2013, 2014 and 2015 and the three months ended March 31, 2015 and
2016, revenue from our futures brokerage business represented 4.7%, 3.6%, 2.0%, 1.6% and 3.6% of
our total revenue, respectively.

Our brokerage business depends on trading volume, which is significantly affected by external
factors, such as general economic conditions, macroeconomic and monetary policies, market
conditions and fluctuations in interest rates, all of which are beyond our control. Trading volume is
also affected by the size of our client base and the frequency that they trade through us. As of
March 31, 2016, we had 925,400 brokerage clients, including 3,800 institutional and corporate clients.
In addition, we had 28,600 futures brokerage clients. If we fail to maintain and increase our client base,
or fail to increase their trading activities through us, our brokerage fee and commission income may be
adversely affected.
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Revenue from our brokerage business also depends on our brokerage commission rate, which is
primarily driven by competition. With our average brokerage commission rates steadily decreasing, our
average stock and fund brokerage commission rates of securities branches were 7.7 bps, 6.9 bps,
5.4 bps, 6.3 bps and 4.8 bps, and our average futures brokerage commission rates were 0.11 bps, 0.06
bps, 0.04 bps, 0.04 bps and 0.06 bps in 2013, 2014 and 2015 and the three months ended March 31,
2015 and 2016, respectively. There is constant pressure to further lower the brokerage and commission
rate in the securities industry, especially for the standardized brokerage business that may be offered
online. In April 2015, CSDC switched from a “one-person-one-account” system to a “one-person-
multiple-account” system, allowing each individual investor to open up to 20 securities accounts. After
the transition, our clients may compare the fees and commission rates among different securities firms
and switch accounts more easily. As a result, we may face increased downward pressure on our
brokerage commission and fee income and will need to provide better services and products to retain
and attract clients.

Any negative development in the securities market that affects the trading volume or
commission rate could lead to a decrease of our revenue from brokerage business, and in turn have a
material adverse effect on our business, financial condition, results of operations and prospects.

We may fail to realize profits from our private equity investments and may lose some or all of the
capital invested.

We engage in private equity investment business with our own capital through our wholly-
owned subsidiary, Orient Securities Capital Investment, and make direct equity investments through
several funds set up by this subsidiary. We aim to earn investment returns from dividends and interests
paid by our portfolio companies and generate capital gains through IPOs or disposal of equities in our
portfolio companies. To make a sound investment decision, we need to carefully identify and select a
target company based on its business, operations and industry. In general, this selection process
involves a systematic forecast of the portfolio companies’ growth, profitability and sustainability.
However, we may make unsound investment decisions due to our failure to identify fraudulent or
inaccurate or misleading statements from the portfolio companies in the course of our due diligence, or
we may inaccurately project the portfolio companies’ or the relevant industry’s growth prospects and
profitability, which could lead us to overvalue the portfolio companies and prevent us from making a
profit on such investments or even incur substantial losses on such investments.

The ability of our private equity funds established via the subsidiary of Orient Securities
Capital Investment to dispose of investments is dependent on the stock market, the regulatory
environment and our ability to identify potential buyers. At the time of our disposal, if we experience
stock market volatility or face undesirable regulatory environment for public offerings, our private
equity funds may sometimes be forced to sell stakes in the investee companies at undesirable prices or
defer the sale, potentially for a substantial length of time, exposing our investment returns to market
risks during the intended disposal period. In addition, failure of the portfolio companies to meet
expectations on profitability could also affect our ability to exit our investments at the desired rate of
return or at all. We also make private equity investment in companies that aim to be listed on NEEQ.
Currently, the market size and liquidity of NEEQ is still limited, and stagnation in the development of
NEEQ market may adversely affect our private equity investments in such companies. We expect to
continue to make capital investments in our current and future private equity funds if we continue to
meet the relevant net capital and risk indicators requirements. Contributing capital to these funds is
risky, and we may lose some or the entire principal amount of our investments.
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In addition, we have limited control over some of the portfolio companies in which we have
invested. We are subject to the risk that our portfolio companies may make business, financial or
management decisions that the majority stakeholders or the management of the company may take,
otherwise act in a manner, that does not serve our interests. Furthermore, our portfolio companies may
fail to abide by their agreements with us, for which we may have limited or no recourse. If any of the
foregoing were to occur, the value of our investments could decrease and thus our financial condition,
results of operations and cash flow could be materially and adversely affected.

We may not be able to expand our client base and branch network.

The securities brokerage business is highly competitive and we need to maintain our client base
and attract new clients from our competitors in order to maintain or grow our market share. Similar to
other securities firms, we serve clients of our securities brokerage business and manage client
relationships primarily through our securities branches. As of March 31, 2016, we had 120 securities
branches serving 925,400 clients, including 3,800 institutional and corporate clients. The securities
branches we have recently established are primarily Type-B and Type-C branches, which have low
requirements on size, opening fees and on-site employees, among which, Type-C branches do not
provide on-site trading service and do not require machinery facilities, facilitating our rapid
establishment of operation branches at low cost. However, we cannot guarantee we will succeed in
further expanding our branch network due to changes in regulatory policies, difficulties in managing a
large number of retail brokerage staff and other unforeseeable reasons. In addition, as a result of
intense competition, we may face increased pressures on declining fee and commission rates, and will
need to provide better and customized services and products to differentiate ourselves and to retain and
attract clients. If we are unable to expand our branch network and address the needs of our clients by
offering competitive rates, maintaining high quality client service, continuing product innovation and
providing value added services, or if we otherwise fail to meet our clients’ demands or expectations,
we may lose our existing clients to our competitors or fail to attract new clients, which may in turn
have a material and adverse effect on our business, financial condition, results of operations and
prospects.

We may suffer significant losses from our credit exposure.

The amount and duration of our credit exposure has been increasing over the past several years
in tandem with our business growth and the increasing number of counterparties to which we have
credit exposure. We have net long trading positions in various fixed income securities as part of our
investment, and face credit risks that the issuers of the relevant securities may default. We also face
credit risks in our role as counterparty in derivative contracts. In addition, we conduct OTC trades with
our clients as a counterparty to provide them with customized products or services, such as interest rate
swaps, OTC options and equity return swaps. Because there is no exchange or clearing agent for these
contracts, we may be subject to the credit risk of non-performance of the counterparty. Any material
non-payment or non-performance by a client or counterparty could adversely affect our financial
position, results of operations and cash flows. For example, concerns about, or a default by, one
institution could lead to significant liquidity problems, losses or defaults by other institutions, which in
turn could adversely affect us. Although we regularly review our credit exposure to specific clients or
counterparties and to specific industries that we believe may present credit concerns, default risks may
arise from events or circumstances that are difficult to detect or foresee. We may also fail to attain all
relevant information with respect to the credit risks of our clients and counterparties.
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Our securities financing businesses, including margin financing and securities lending,
collateralized stock repurchase, and repurchase agreements transactions, as well as our futures
brokerage business, are subject to the risk that a client may fail to perform its payment obligations or
that the value of collaterals held by us to secure the obligations might become inadequate. In our
securities financing businesses, we may enforce liquidation of collateral if our clients are unable to
meet their obligations as scheduled, or whose collateral ratios are lower than our minimum threshold
due to fluctuations in market prices of the collateral while failing to replenish the value of collateral. In
our futures brokerage business, we require our clients to maintain a certain amount of account balance
for their futures trading. We conduct automatic valuations for clients’ account balances on each trading
day, and, in the event of an insufficient account balance, we require clients to replenish their account
balance or may enforce to liquidate their positions. Such mandatory liquidation mechanism may trigger
disputes between clients and us and may subject us to significant legal expenses or litigation risks. In
addition, the ability to carry out forced liquidation of client positions is adversely affected by market
volatility. If the market price of securities which we hold as collateral decreases sharply for an
extended period, the value of the collateral may fall below the value of our margin loans when we are
unable to liquidate clients’ positions in a timely manner due to the daily price fluctuation limit on the
A share market and relevant A share stock suspensions, resulting in significant losses. Moreover,
similar to other securities firms, we also accept restricted stocks as collateral for our collateralized
stock repurchase business. Even though such arrangement is in compliance with the relevant measures
released respectively by Shanghai Stock Exchange and Shenzhen Stock Exchange and does not
contravene relevant PRC laws and regulations, we may encounter difficulties in the enforcement of
collateral consisting of restricted stocks prior to the expiration of the restricted period, as we may not
be able to sell such restricted securities in a timely manner. In addition, we also need to make accurate
risk assessment of our clients, especially after the CSRC abolished the collateral ratio and mandatory
liquidation requirements for margin financing and securities lending business in July 2015. Such
regulatory change may require more stringent internal risk management measures and may further
increase our credit risk exposures. Our risk profile evaluation of our securities financing clients may be
subject to discretionary judgment on a case-by-case basis. In the event that we fail to effectively
manage our credit exposure through our risk management policies and procedures, we may experience
financial losses that could materially and adversely affect our business, financial condition and results
of operations.

Our derivative transactions are subject to various risks and may expose us to unexpected risks
and potential losses.

We engage in various derivatives transactions in the market to hedge the interest rate exposure
that arises from our asset and liability positions and reduce the impact of price volatility of our
investment portfolio. However, as the derivatives market in China is still in its early stage of
development, our ability to hedge the market risks associated with our businesses is constrained by the
limited availability of derivative products and changes of regulatory environment. Therefore, we may
not be able to successfully use available derivative instruments to reduce our exposure to fluctuations
in interest rates, foreign exchange rates, equity market performance and the prices of our investment
products.

Derivative transactions are part of our trading and investment activities. Derivative contracts
we enter into expose us to unexpected market, credit and operational risks and could cause us to suffer
unexpected losses. While a transaction remains unfinished or experiences any delay in settlement, we
are subject to heightened credit and operational risks. In the event of default, we may find it more
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difficult to enforce the contract. In addition, as China’s derivative market is still in its early stage of
development, the secondary market for derivatives is volatile and may have limited liquidity. We may
also be inexperienced in dealing with new products or making appropriate judgments in trading
derivative products. Currently, substantially all of our derivative transactions are hedged by counter
directional derivatives, or designed to hedge our other equity or fixed income investments, and are not
for speculative investment. However, we may in the future gradually engage in speculative derivative
transactions for our investment trading account. We may not fully understand, and may not be able to
fully control, any risks relating to derivative transactions. Any unexpected loss from derivative
transactions could have a material adverse effect on our business, financial condition and results of
operations.

Our investment banking business is affected by regulations and policies affecting securities
market transactions.

In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue from
our investment banking business represented 5.7%, 6.6%, 4.5%, 5.8% and 18.1% of our total revenue,
respectively.

Transactions we are involved in are subject to uncertainties in regulatory approvals. The
primary offering of securities in China, especially IPOs, and certain types of M&A transactions of
listed companies, are subject to a merit-based review and approval process conducted by various
regulatory authorities. The result and timing of these reviews are beyond our control and may cause
substantial delays to, or the termination of, securities offerings underwritten by us or M&A
transactions advised on by us. For example, from October 2012 to January 2014, the CSRC halted its
approval of all A share IPO applications in China and, as a result, we did not complete any IPO
underwriting and sponsorship transactions in 2013. We may experience delays in, or terminations of,
securities offerings underwritten and sponsored by us as a result of unfavorable market conditions such
as the market volatility which resulted in a short halt of approval of A share IPO by the CSRC in the
second half of 2015. A significant decline in the approval rate of the securities offerings underwritten
or sponsored by us or M&A transactions advised by us could harm our reputation, erode client
confidence and reduce our underwriting, sponsors and advisory fee income, because we receive most
of our fees only after the successful completion of a securities offering or M&A transaction.

In addition, when acting as a sponsor in securities offerings or a financial advisor for M&A
transactions, we may be subject to regulatory sanctions, fines, penalties or other disciplinary actions or
other legal liabilities for conducting inadequate due diligence in connection with an offering or the
post-transaction compliance supervision, fraud or misconduct committed by issuers, their agents, other
sponsors, parties of M&A transactions or us, misstatements and omissions in disclosure documents, or
other illegal or improper activities that occur during the course of the underwriting or providing of
financial advisory service.

Furthermore, the PRC regulatory requirements towards investment banking businesses continue
to change, including the implementation of a compensation regime in which sponsor institutions are
required to commit to compensate investors for their losses resulting from untruthful disclosures in
IPOs before issuers’ compensation liability is determined. In addition, PRC securities firms are facing
increasing challenges in terms of deal execution, client development, pricing and distribution
capabilities. If we are unable to adjust our business practices and strategies to meet these new
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challenges, we may not be able to compete effectively in the securities industry, which could in turn
materially adversely affect income from our investment banking business.

Poor investment performance of our asset management schemes and mutual funds may
materially and adversely affect our asset management business.

In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue from
our investment management business, excluding fund management business of China Universal,
amounted to RMB202.1 million, RMB319.0 million, RMB1,755.8 million, RMB229.6 million and
RMB354.2 million, representing 4.5%, 4.1%, 8.7%, 4.5% and 12.6% of our total revenue, respectively.
As of March 31, 2016, total AUM by our asset management schemes and our mutual funds amounted
to approximately RMB116.9 billion, of which, discretionary management funds amounted to
RMB104.0 billion, or 89.0%. China Universal, our associate, also conducts fund management with
AUM of RMB496.6 billion, including AUM of mutual funds of RMB283.0 billion. We receive asset
management fees based on the size of each asset management scheme under our management. In
addition, we may earn performance fees for certain asset management schemes. Investment
performance affects our AUM and is one of the most important factors in maintaining our existing
clients and attracting new clients, maintaining our fund ratings for new funds or asset management
schemes, and competing for new asset management businesses. If our funds do not perform
satisfactorily to our clients or we fail to outperform our competitors, existing clients might withdraw
funds from our asset management business, which will lower our asset management fee income. Any
of these could adversely affect the amount of asset management fees or performance fees received by
us, and in turn have a material and adverse effect on our business, financial condition, results of
operations and prospects. Furthermore, we use our own capital to subscribe for certain of our asset
management products, the poor investment performance of which may adversely affect our investment
management segment revenue. In addition, there are senior and subordinated tranches in some of our
asset management products. We may, from time to time, use our own capital to subscribe for certain
subordinated tranche of the asset management schemes. As of December 31, 2013, 2014 and 2015 and
March 31, 2016, we had a balance of RMB322.1 million, RMB431.5 million, RMB413.0 million and
RMB234.0 million, respectively, invested in the subordinated tranches of the asset management
schemes managed by our Group, which represented 2.1%, 3.3%, 1.6% and 1.0% of the total AUM of
our CAM schemes, respectively. Under the agreements between us and our clients for these schemes,
we must compensate our clients the difference between the actual investment return of the schemes and
the expected return we pre-agreed with them, which is capped at our total investment amount in the
scheme. Therefore, we may suffer losses in our investment into such subordinated tranches of those
schemes, which may in turn adversely affect our performance. In 2013, 2014 and 2015 and the three
months ended March 31, 2015 and 2016, our investment management segment recorded impairment
charges in the amount of nil, RMB31.2 million, nil, nil and nil, respectively, with respect to our
investment in the subordinated tranches. Fluctuation in the performance of our asset management
schemes in which we made subordinated investment may have an adverse impact on our performance.
Any of the above could have a material and adverse effect on our business, financial condition, results
of operations and prospects.

We may be subject to liability and reputational damage for distribution of financial products
issued by financial institutions.

We distribute, through our branch network and online platform, financial products issued by
financial institutions. The structure of some financial products, such as trust schemes, may be complex
and involve various risks, including credit risks, interest risks, liquidity risks and other risks. Although
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as a third-party distributor, we are not liable for any investment loss or default directly derived from
the financial products we distributed to our clients, we may be subject to client complaints, litigation
and regulatory investigation which could have an adverse effect on our reputation and business. For
example, we may not be able to identify and quantify the risks of these financial products, and our
sales employees may fail to disclose such risks to our clients, in which case, our clients may invest in
financial products that are too risky for their risk tolerance and investment preference, and may suffer a
significant loss. This may also subject us to client complaints and litigation risks. As a result, our
reputation, clients relationships, business and prospects would be materially and adversely affected.

Significant interest rate fluctuations could affect our financial condition and results of
operations.

Our exposure to interest rate risk is primarily associated with our interest income, interest
expenses and fixed income investments. We earn interest income from brokerage and securities
financing business, including margin financing and securities lending, collateralized stock repurchase
and repurchase agreement transactions, bank balances, including cash balance held on behalf of
brokerage clients as well as our own cash balance, and other business. We also make interest payments
on accounts payable to brokerage clients, financial assets sold under repurchase agreements and
various debt financing, including borrowings, due to banks and other financial institutions, short-term
financing bills, income certificates, corporate bonds and subordinated bonds. In addition, we hold net
fixed income securities positions, whose market prices are directly affected by the prevailing interest
rates. Significant interest rate fluctuations could reduce our interest income or returns on fixed income
investments, or increase our interest expenses, any of which could materially and adversely affect our
business, financial condition and results of operations.

We have had, and may continue to have, negative net cash flow from operating activities.

In 2013, 2014 and 2015 and the three months ended March 31, 2015, we recorded RMB2,228.7
million, RMB1,688.7 million, RMB24,056.2 million and RMB9,508.6 million negative net cash flow
from operating activities, respectively. For the three months ended March 31, 2016, we recorded
positive net cash flow from operating activities of RMB3,245.9 million. For details of our net cash
flow from operating activities in 2013, 2014 and 2015, see the section headed “Financial
Information—Liquidity and Funding Resources—Overview—Operating Activities.” We cannot assure
you that we will not have negative net cash flow from operating activities in the future. If we have
significant negative net cash flow from operating activities, our working capital may be subject to
constraints, which might materially and adversely affect our business, financial condition and results of
operations.

The level of our indebtedness and potential unavailability of credit may materially adversely
affect our business.

We rely on bank and other external borrowings and bond issuances to fund a significant portion
of our working capital requirements. Our financial condition, liquidity and business operations will be
adversely affected to the extent we are not able to service or repay our debt in a timely manner because
of the lack or unavailability of internal resources or inability to obtain alternative financing. Even if we
are able to meet our debt service obligations, the amount of debt we borrow could also adversely affect
us in a number of ways, including by:

*  limiting our ability to obtain any necessary financing in the future for working capital,
strategic investment, debt service requirements, or other purposes;
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*  limiting our flexibility in planning for, or reacting to, changes in our business;

*  placing us at a competitive disadvantage relative to our competitors who have lower levels
of debt;

+  affecting our credit ratings and increasing our financing cost;
*  making us more vulnerable to a downturn in our business or the economy generally;
*  subjecting us to the risk of being forced to refinance our debts at higher interest rates; and

*  requiring us to use a substantial portion of our cash to pay principal and interest on our
debt, instead of contributing those funds to other purposes such as working capital and
other capital requirements.

A significant decrease in our internal or external liquidity could adversely affect our business
and reduce client confidence in us.

Maintaining adequate liquidity is crucial to our business operations as we continue to expand
our collateralized stock repurchase, investment management, and other business activities with
substantial cash requirements. We meet our liquidity needs primarily through cash generated from
operating activities and debt financing. A reduction in our liquidity could reduce the confidence of our
clients or counterparties in us, which may result in the loss of business and client accounts. In addition,
we will need to satisfy various liquidity requirements in order to maintain or expand our scope of
business, especially innovative products and services. Failure in the future to comply with the
mandatory liquidity requirements, or any heightened requirements for specific business, may result in
self-regulatory measures imposed by SAC. Any of these could have a material adverse effect on our
business development and reputation.

Factors that may adversely affect our liquidity position include increased regulatory capital
requirements, substantial investments, loss of market or client confidence or other regulatory changes.
These situations may arise due to circumstances that we may be unable to control, such as a general
market disruption or an operational problem that affects our counterparties or us, or the perception
among market participants that we, or other market participants, are experiencing liquidity risk.
Furthermore, our ability to sell assets may be impaired if other market participants are seeking to sell
similar assets at the same time, as is likely to occur in a liquidity crunch or other market crisis. When
cash generated from our operating activities is not sufficient to meet our liquidity or regulatory capital
needs, we must seek external financing. During periods of disruption in the credit and capital markets,
potential sources of external financing could be limited and our borrowing costs could increase. Such
financing may not be available on acceptable terms or even not at all due to unfavorable market
conditions and disruptions in the credit and capital markets.

Our interest expenses may increase along with an increase of our borrowings.

We have incurred and expect to continue to incur a significant amount of interest expense
relating to our borrowings, including corporate bonds, financial assets sold under repurchase
agreements, short-term financing bills and others. Our interest expenses increased from RMB1,261.0
million in 2013 to RMB2,209.8 million in 2014, and further to RMB4,548.5 million in 2015. Our
interest expenses increased from RMB882.3 million for the three months ended March 31, 2015 to
RMB1,333.2 million for the three months ended March 31, 2016. The increase in interest expenses has
resulted from our increased borrowings to finance our business expansion and to increase our liquidity
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reserves in periods of market volatility. Going forward, we may continue to incur substantial amount of
debts, and our interest expenses may continue to increase. Any such increase could adversely affect our
business, financial condition, results of operations and prospects.

A failure to identify and address conflicts of interest appropriately could adversely affect our
business.

As we expand the scope of our business and our client base, it is critical for us to be able to
address potential conflicts of interest, including situations where two or more interests within our
business naturally exist but are in competition or conflict. We have extensive internal control and risk
management procedures that are designed to identify and address conflicts of interest. However,
appropriately identifying and dealing with potential conflicts of interest is complex and difficult.
Conlflicts of interest may exist between (i) our departments; (ii) us and our clients; (iii) our clients;
(iv) us and our employees; or (v) our clients and our employees. Our failure to manage conflicts of
interest could harm our reputation and erode client confidence in us. In addition, potential or perceived
conflicts of interest may also give rise to litigation or regulatory actions. Any of the foregoing could
materially and adversely affect our business, financial condition and results of operations.

We face additional risks as we expand our product and service offerings.

We are committed to providing new products and services in order to strengthen our leading
market position in China securities industry. We expanded our business to include margin financing
and securities lending, collateralized stock repurchase and repurchase agreement transactions as well as
OTC trading in recent years. We plan to further expand our product and service offerings, including
online securities services. We will continue to expand our product and service offerings as permitted
by relevant regulatory authorities, transact with new clients not in our traditional client base and enter
into new markets, meanwhile, it’s expected our overseas business will be further expanded. These
activities expose us to new and increasingly challenging risks, including, but not limited to:

* we may have insufficient experience or expertise in offering new products and services
and dealing with new counterparties and clients;

*  we may be subject to stricter regulatory scrutiny, or increased tolerance of credit risks,
market risks, compliance risks and operational risks;

* we may suffer from reputational concerns arising from dealing with less sophisticated
counterparties and clients;

* we may be unable to provide clients with adequate levels of service for our new products
and services;

* we may be unable to hire additional qualified personnel to support the offering of a
broader range of products and services;

*  our new products and services may not be accepted by our clients or meet our profitability
expectations;

*  our new products and services may be quickly copied by our competitors so that its
attractiveness to our clients may be diluted;

* we may be unable to obtain sufficient financing from internal and external sources to
support our business expansion;
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* we may not be successful in enhancing our risk management capabilities and IT systems
to identify and mitigate the risks associated with these new products and services, new
clients and new markets;

* we may have difficulties in managing overseas operations, including the compliance with
various regulatory and legal provisions in different jurisdictions;

*  various approval or licensing provisions;
»  challenges in providing products, services and supports in overseas markets;

* challenges in managing distribution channels and overseas distribution network
effectively;

* the accounting treatment differences between various jurisdictions;
*  potential adverse effects of taxation;
*  exchange losses; and

*  local political and economic instability or civil strife.

If we are unable to achieve the intended results with respect to our offering of new products and
services, our business, financial condition, results of operations and prospects could be materially and
adversely affected.

We may pursue joint ventures or acquisitions that could present unforeseen integration
difficulties or costs and may not enhance our business as we expect.

We have in the past pursued joint ventures and other acquisition transactions aimed at entering
new business lines, developing our expertise in specific areas, and expanding the geographic scope and
scale of our operations. Acquisitions and joint ventures involve a number of risks and present financial,
managerial and operational challenges, including potential disruption of our ongoing business and
distraction of management, difficulties with integrating IT, financial and human resources systems,
hiring additional management and other critical personnel and increasing the scope, geographic
diversity and complexity of our operations. We may not be able to realize any anticipated benefits or
achieve the synergies we expect from these acquisitions or joint ventures. Our clients may react
unfavorably to our acquisition and joint venture strategy, and we may incur additional liabilities due to
acquisitions and set-up of joint ventures. We may also be unable to enforce contractual and legal rights
effectively for the limited intellectual property right protection by the laws, or any changes in the laws,
regulations and policies of local governments that could adversely affect our business, financial
condition, results of operations and prospects.

Our risk management policies and procedures and internal controls, as well as the risk
management tools available to us, may not fully protect us against various risks inherent in our
business.

Currently, we follow our comprehensive internal risk management framework and procedures
to manage our risk exposures, primarily including market risk, credit risk, liquidity risk, compliance
risk and operational risk. Our risk management policies, procedures and internal controls may not be
adequate or effective in mitigating our risk exposures or protecting us against unidentified or
unanticipated risks. In particular, some methods of managing risks are based upon observed historical
market behavior and our experience in the securities industry. These methods may fail to predict future
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risk exposures, which could be significantly greater than those indicated by our historical measures.
Other risk management methods depend upon an evaluation of available information regarding
operating and market conditions and other matters, which may not be accurate, complete, up to date or
properly evaluated. In addition, in markets that are rapidly developing, the information and experience
that we rely on for our risk management methods may become quickly outdated as markets and
regulations continue to evolve. Deficiencies in our risk management and internal control systems and
procedures may adversely affect our ability to identify or report our deficiencies or non-compliance.
Any of these may have a material adverse effect on our business, financial condition and results of
operations.

Our operations depend on key management and professional staff and our business may suffer if
we are unable to retain or replace them.

The success of our business is dependent to a large extent on the stability of our senior
management and our ability to attract and retain key personnel who possess in-depth knowledge and
understanding of the securities and financial markets. If there are significant personnel changes in our
senior management, we may not be able to execute our existing business strategy effectively or may
have to change our existing business direction, which may materially adversely affect our business
prospects. The aforementioned key personnel include members of our mid-level management,
experienced investment and trading managers, risk management officers, research analysts,
IT specialists, licensed sponsor representatives and other personnel. Therefore, we devote considerable
resources to recruiting and retaining these personnel. However, the market for quality professionals is
highly competitive and we face increasing competition in recruiting and retaining these individuals as
other securities firms and financial institutions are competing for the same pool of talent. Intense
competition may require us to offer higher compensation and other benefits in order to attract and
retain qualified professionals, which could materially and adversely affect our financial condition and
results of operations. As a result, we may be unable to attract or retain these personnel to achieve our
business objectives and the failure to do so could severely disrupt our business and adversely affect our
prospects.

We may not be able to detect and prevent fraud or other misconduct committed by our
employees, representatives, agents, clients or other third parties.

We may be exposed to fraud or other misconduct committed by our and China Universal’s
employees, representatives, agents, clients or other third parties that could subject us to financial losses
and sanctions imposed by governmental or self-regulatory authorities, as well as adversely affect our
reputation. Please refer to “Business—Regulatory non-compliances” for more details. Our internal
control procedures are designed to monitor our operations and ensure overall compliance. However,
our internal control procedures may be unable to identify all incidents of non-compliance or suspicious
transactions in a timely manner or at all, particularly with respect to our innovative products or
services, which may be more complex and new to us. Furthermore, it is not always possible to detect
and prevent fraud and other misconduct, and the precautions we take to prevent and detect such
activities may not be effective. There can be no assurance that fraud or other misconduct will not occur
in the future and there can be no assurance that we will detect and prevent such fraud or misconduct. If
such fraud or other misconduct does occur, it may cause negative publicity. Our failure to detect and
prevent fraud and other misconduct may have a material adverse effect on our business, reputation,
financial condition and results of operations.
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We may fail to detect money laundering and other illegal or improper activities in our business
operations on a timely basis.

We are required to comply with applicable anti-money laundering and anti-terrorism laws and
regulations in China and Hong Kong. These laws and regulations require financial institutions to
establish sound internal control policies and procedures with respect to anti-money laundering
monitoring and reporting activities. Such policies and procedures require us to, among other things,
establish or designate an independent anti-money laundering department, establish a client
identification system in accordance with relevant rules, record the details of client activities and report
suspicious transactions to relevant authorities. We have adopted policies and procedures aimed at
detecting and preventing the use of our business platforms to facilitate money laundering activities and
terrorist acts. Such policies and procedures may not completely eliminate instances in which we may
be used by other parties to engage in money laundering and other illegal or improper activities. In the
event that we fail to fully comply with applicable laws and regulations, the relevant government
agencies may freeze our assets or impose fines or other penalties on us. There can be no assurance that
there will not be failures in detecting money laundering or other illegal or improper activities which
may adversely affect our business, financial condition, results of operations and reputation.

We are subject to the risks arising from any failures or inadequacies of our IT systems.

Our operations rely heavily on the ability of our IT systems to record and process accurately a
large number of transactions across numerous and diverse markets and different business segments in a
timely manner. Our system for processing securities transactions is highly automated. A prolonged
disruption to, or failure of, our information processing or communications systems would limit our
ability to process transactions. This would impair our ability to service our clients and execute trades
on behalf of clients and for our own account, which could materially and adversely affect our
competitiveness, financial condition and results of operations.

The proper functioning of our core IT systems, online trading platform, data processing system,
CRM system, mobile apps, risk management and legal and compliance system and other data
processing systems, together with the communication networks between our headquarters and
branches, are critical to our business and our ability to compete effectively. We have established multi-
tier back-up systems to carry on principal functions or restore our systems in the event of a catastrophe
or failure of our systems, including those caused by human errors. However, there can be no assurance
that our operations will not be materially disrupted if any of our systems fail. In addition, if the
capacity of our trading system is unable to process all trading orders when the securities market
experiences high volatility, we may be subject to client complaints, litigation or adverse effects on our
reputation.

The securities industry is characterized by rapidly changing technology. Online trading
platforms and mobile apps are becoming increasingly popular among our clients due to their
convenience and user-friendliness. We rely heavily on technology, and plan to expand and upgrade our
online trading platform and mobile apps, to provide a wide range of brokerage and securities financing
services. However, our technology operations are vulnerable to disruptions from human error, natural
disasters, power failure, computer viruses, spam attacks, unauthorized access and other similar events,
and we may not be able to adapt to the evolving technology in the industry. Disruptions to, or
instability of, our technology or external technology, or failure to timely upgrade our online or mobile
platforms could harm our business, reputation and prospects.
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Our technology and information systems may be subject to cyber-attack.

Various key processes in our business depend on the operation of our IT and related computer
systems, including our trading platform, mobile apps, risk management system, data processing
system, and storage of confidential personal data and other information of our clients. Our IT and
related computer systems may be damaged or interrupted by human error, unauthorized access such as
a cyber-attack, natural hazards or disasters and similarly disruptive events. While we devote significant
resources to maintaining adequate levels of physical and cyber-security in respect of our IT and related
computer systems, our resources and technical sophistication may not be adequate to prevent all types
of cyber-attacks or other disruptions or failures to our IT and related computer systems. A cyber-attack
or IT and related computer systems failure could adversely impact our daily operations and lead to the
loss of sensitive information, including our own proprietary information and that of our customers. Our
business continuity procedures, disaster recovery systems and security measures to protect against
network or IT and computer systems failure or disruption may not be effective, and we may not
anticipate, prevent or mitigate a material adverse effect on our business, financial condition and results
of operations in the event of such failure or disruption. Any or all of the above could harm our
reputation and result in competitive disadvantages, litigation, lost revenues, additional costs and
liability, which in turn could have a material adverse effect on our business, financial condition, results
of operations and prospects.

Our business may be susceptible to the operational failure of third parties.

We face the risk of operational failure or termination of any of the clearing agents, exchanges,
clearing houses or other financial intermediaries we use to facilitate our securities transactions. Any
operational failure or termination of the particular financial intermediaries that we use could adversely
affect our ability to execute transactions, service our clients and manage our exposure to risk. In
addition, as our inter connectivity with our clients grows, we will increasingly face the risk of
operational failure with respect to our clients’ systems such as personal computers, mobile devices and
tablets, as well as connectivity to and compatibility with our clients’ systems. Any operational failure
may lead to loss of our clients and give rise to complaints, litigation, liability and negative publicities,
and in turn have a material adverse effect on our business reputation, financial condition, results of
operations and reputation.

Our operations may be adversely affected if we fail to obtain or maintain necessary approvals for
conducting a particular business or offering specific products.

We operate in a highly regulated financial industry where many aspects of our business depend
upon obtaining and maintaining the necessary approvals, licenses, permits or qualifications from
relevant PRC regulators, such as CSRC, and self-regulatory organizations, such as SAC. We are
required to comply with the relevant regulatory requirements when applying for approvals, licenses or
permits for conducting new businesses or offering new products. As China’s legal system and financial
service industry continue to evolve, changes in the relevant laws and regulations or in their
interpretation or enforcement may make them more difficult to comply with, or adversely affect the
type and scope of businesses we are permitted to engage in. In addition, further regulatory approvals,
licenses, permits or qualifications may be required for new products and services in the future, and
some of our current approvals, licenses, permits or qualifications are subject to periodic renewal. If any
of our business activities fails to meet the regulatory requirements, or if we fail to obtain or renew the
required permits, licenses, approvals or qualifications, our business, financial condition and results of
operations may be materially adversely affected.
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We may be subject to litigation and regulatory investigations and proceedings and may not
always be successful in defending ourselves against such claims or proceedings.

The securities industry faces substantial litigation and regulatory risks, including the risk of
lawsuits and other legal actions relating to information disclosure, sales, distribution or underwriting
practices, product design, fraud and misconduct, as well as protection of personal and confidential
information of our clients. We may from time to time be subject to arbitration claims and lawsuits in
the ordinary course of our business. We or our employees may also be subject to inquiries,
investigations and proceedings by regulatory and other governmental agencies. See “Business—Laws
and Regulations—Regulatory Non-compliances.” Actions brought against us, with or without merits,
may result in administrative measures, settlements, injunctions, fines, penalties, negative publicities or
other results adverse to us that could have material adverse effect on our reputation, business, financial
condition, results of operations and prospects. Even if we are successful in defending ourselves against
these actions, the costs of such defense may be significant. In market downturns, the number of legal
claims and amount of damages sought in litigation and regulatory proceedings may increase. In
addition, our affiliated organizations may also encounter litigation, regulatory investigations and
proceedings for the practices in their business operations. Our clients may also be involved in
litigation, investigation or other legal proceedings, some of which may relate to transactions that we
have advised, whether or not there has been any fault on our part. For example, a former employee of
Citi Orient was detained by the Guangzhou police in connection with a proceeding where the target
company was suspected of contractual fraud in a transaction in which Citi Orient acted as the
independent financial advisor to the acquirer and the former employee was a member of the deal team,
which led to negative publicities surrounding the transaction. A significant judgment or regulatory
action against us, or a disruption in our business arising from adverse adjudications in proceedings
against our directors, officers or employees, or negative publicity involving us, would have a material
adverse effect on our liquidity, reputation, business, financial condition, results of operations and
prospects.

We may be subject to liability and regulatory action if we are unable to protect personal data
and confidential information of our clients.

We are subject to various laws, regulations and rules governing the protection of personal data and
confidential information of our clients. We routinely transmit and receive personal data and confidential
information of our clients through the Internet, by email and other electronic means. Third parties may
have the technology or expertise to breach the security of our transaction data and we may not be able to
ensure that our vendors, service providers, counterparties or other third parties have appropriate measures
in place to protect the confidentiality of such information. In addition, there is no assurance that our
employees who have access to personal data and confidential information of our clients will not
improperly use such data or information. If we fail to protect our clients’ personal data and confidential
information, the competent authorities may issue sanctions against us and we may have to provide
economic compensation for losses arising from such failure. In addition, incidents of mishandling personal
information or failure to protect the confidential information of our clients could bring reputational harm
to us, which may materially and adversely affect our reputation, business and prospects.

We have not obtained title certificates to some of the properties we own and some of our lessors
lack or have not presented to us appropriate title certificates for the properties we lease from
them.

As of December 31, 2015, we owned 35 properties and parking spaces in China with a total GFA
of approximately 27,418 square meters. Among these 35 properties and parking spaces, we had only
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obtained building ownership certificates but had not obtained land use rights certificates for seven
properties with a total GFA of approximately 8,857 square meters, representing approximately 32.3% of
the total GFA of our self-owned properties. As of December 31, 2015, we leased for the purpose of our
principal business operations 159 properties in China with a total GFA of 145,080 square meters. Among
these 159 properties, we have not been provided by the lessors with the building ownership certificates
for 26 properties with a total GFA of approximately 16,165 square meters, representing approximately
11.1% of the total GFA of our leased properties in China. We use these seven owned properties and 26
leased properties primarily for offices and securities branches. See “Business—Properties.”

We cannot assure you that our use and occupation of these properties will not be challenged. If
we or our landlords cannot obtain the relevant building ownership certificates and land use rights
certificates in a timely manner and our legal right to use or occupy the relevant properties is
challenged, we may have to find alternative properties, incur additional relocation costs, or our
business operations may be disrupted, any of which may have an adverse effect on our business,
financial condition, results of operations and prospects.

We may be subject to potential passing off claim.

Our Company was incorporated as a limited liability company under the name of Orient
Securities Limited Liability Company (77 # %A RFEAF) in the PRC in 1997. Our Company was
converted into a joint stock limited company and changed our name to “A 77 iEZ#f3 A R A in 2003,
and have since been carrying on business under the Chinese name of “ARI7EZM A RA R in the
PRC. We had not been subject to any material infringement of our intellectual property rights or
allegations of infringements by third parties during the Track Record Period and as of the Latest
Practicable Date.

Our Company was registered in Hong Kong as a non-Hong Kong company under Part 16 of the
Companies Ordinance under its Chinese name of “HJr a7 BmAMRAT” on August 10, 2015. Our
Company had intended to register its English name “Orient Securities Company Limited” as part of its
non-Hong Kong company registration. However, we were informed by the Companies Registry that
our English name “Orient Securities Company Limited” is too similar to another Hong Kong registered
company named ORIENT SECURITIES LIMITED (CRU7hER#75ARAF). As such, our Company
proceeded to register as a non-Hong Kong company by only using its Chinese name
7RIS A R on August 10, 2015. The Company also adopted the business name “H7J7 %"
(in Chinese) and “DFZQ” (in English) for carrying on business in Hong Kong and resolved to take
various measures as detailed in the section headed “Business—Intellectual Property”.

Insofar as our Company is aware, ORIENT SECURITIES LIMITED (3 /7 [ B 3% 5% 47 BR 22 ) was
incorporated in Hong Kong on June 11, 1999 under the name of “Trading Guru Securities Limited”
and adopted its current name in September 2004. It is a wholly-owned indirect subsidiary of ORIENT
SECURITIES INTERNATIONAL HOLDINGS LIMITED (57 M7 B Es 2 i A IR 7l), which is
listed on the Growth Enterprise Market of the Stock Exchange with stock code 08001.

Online searches conducted on the website of the Trade Marks Registry did not reveal that
ORIENT SECURITIES LIMITED  (CEFEM#ESFARAF)  or  ORIENT  SECURITIES
INTERNATIONAL HOLDINGS LIMITED (#5 MERf a7 BB BRA 7)) owns  any  relevant
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registered trademarks. As such, there can be no question of any infringement of any registered
trademark of ORIENT SECURITIES LIMITED (75 EM#EZ#AR2AR) or ORIENT SECURITIES
INTERNATIONAL HOLDINGS LIMITED (%7 MER w67 B e A FR A R). However, there is no
guarantee that ORIENT SECURITIES LIMITED (RJrhERf &5 A R2AH) or ORIENT SECURITIES
INTERNATIONAL HOLDINGS LIMITED (75 Ml 75 B B2 A BR 2 7)) will not make any passing
off claims against us. Intellectual property rights litigation can be costly and time-consuming, and
could divert our management’s attention from business operations. In addition, should we be held
liable for passing off, our reputation as well as our business, financial condition and results of
operations may be materially and adversely affected.

Please see the section headed “Business—Intellectual Property” of this prospectus for further
information.

Our largest Shareholder is able to exercise significant influence over us.

Following the completion of the Global Offering, Shenergy Group will remain the largest
shareholder of our Company and will hold approximately 25.05% of our outstanding shares
immediately after the completion of the Global Offering and assuming that the Over-allotment Option
is not exercised. As Shenergy Group will remain the largest Shareholder of our Company, it will have
the ability to exercise significant influence over us, including, among others, matters relating to:

*  nomination and election of our Directors and Supervisors;
*  determination of business strategies and investment plans;
e determination of dividend distribution;

*  change of use of proceeds; and

* review any plans related to major corporate activities, including mergers, acquisitions or
investments.

Although Shenergy Group has not interfered with the exercise of shareholder rights by
subordinate units or requested that subordinate units act in concert, it has substantial influence over us
and its interests may not be consistent with that of other Shareholders of our Company.

The application of IFRS 9 and its amendments in the future may affect the classification and
measurement of our financial assets and financial liabilities.

The International Accounting Standards Board, or IASB, which is responsible for developing
and revising international accounting standards, issued IFRS 9 and its amendments in November 2009,
October 2010 and July 2014, which will take effect on January 1, 2018 and replace the information
related with classification, measurement and derecognizing of financial assets and financial liabilities
under IAS 39, and give rise to substantial changes in the classification and measurement of financial
assets and financial liabilities. The application of IFRS 9 may affect the classification and
measurement of our financial assets and financial liabilities in various ways, including measurement of
recognized financial assets, measurement of financial liabilities designated as at fair value through
profit or loss, impairment of financial assets based on expected credit loss model, and greater
flexibility regarding the types of transactions eligible for hedge accounting. For more details, see Note
2 in “Appendix [-——Accountant’s Report.” Our Directors anticipate that the application of IFRS 9 in the
future may affect the classification and measurement of our financial assets and financial liabilities.
However, it is not practicable to provide a reasonable estimate of that effect until a detailed review has
been completed. Any change to our current practice in the future in accordance with IFRS 9 and its
amendments, and any other future amendments to IAS 39 or similar standards, including any
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authoritative interpretive guidance on the application of such new or revised standards, could
materially affect our business, financial condition and results of operations.

RISKS RELATING TO CHINA

Economic, political and social conditions in China and government policies could affect our
business and prospects.

A substantial majority of our assets are located in China, and a substantial majority of our
revenue is derived from our businesses in China. Accordingly, our financial condition, results of
operations and prospects are, to a material extent, subject to economic, political and legal
developments in China. The PRC economy differs from the economies of developed countries in many
respects, including, among other things, government involvement, level of economic development,
growth rate, foreign exchange controls and resources allocation.

Although the PRC economy has been transitioning from a planned economy to a more market-
oriented economy for more than three decades, a substantial portion of productive assets in China is
still owned by the PRC government. The PRC government also exercises significant control over the
economic growth of the PRC through allocating resources, controlling payments of foreign currency-
denominated obligations, setting monetary policy and providing preferential treatment to particular
industries or companies. In recent years, the PRC government has implemented measures emphasizing
the utilization of market forces in economic reform, the reduction of state ownership of productive
assets and the establishment of sound corporate governance practices in business enterprises. Some of
these measures benefit the overall PRC economy, but may negatively affect us. For example, our
financial condition and results of operations may be adversely affected by government policies on the
securities markets in China or changes in tax regulations applicable to us. If the business environment
in China deteriorates, our business in China may also be materially and adversely affected.

China has been one of the world’s fastest growing economies as measured by GDP growth in
the past 30 years and has become the world’s second largest economy by gross GDP since 2010.
However, there is no assurance that China’s economy can sustain historical growth rates in the future.
Since the second half of 2008, the global economic slowdown, the weak U.S. economy and the
sovereign debt crisis in Europe have collectively increased downward pressure on the PRC’s economic
growth. China’s real GDP growth rate has decreased from 10.6% in 2010 to 6.9% in 2015 and China’s
economy is still facing considerable downward pressure. If the economic growth of China continued to
slow down, our business, financial condition, results of operations and prospects will be materially and
adversely affected.

The PRC legal system has inherent uncertainties that could limit the legal protection available to
you.

PRC laws and regulations govern our operations in China. We and most of our operating
subsidiaries are organized under PRC laws. China’s legal system is based on written statutes. Prior
court decisions may be cited for reference but have limited precedential value unless the Supreme
People’s Court of the People’s Republic of China otherwise provided. Since the late 1970s, China has
promulgated laws and regulations dealing with economic matters, such as the issuance and trading of
securities, shareholder rights, foreign investment, corporate organization and governance, commerce,
taxation and trade.
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However, many of these laws and regulations, particularly with respect to the financial service
industry, are relatively new and evolving, are subject to different interpretations and may be
inconsistently implemented and enforced. In addition, only limited volumes of published court
decisions may be cited for reference, and such cases have limited precedential value as they are not
binding on subsequent cases. These uncertainties relating to the interpretation, implementation and
enforcement of China’s laws and regulations and a system of jurisprudence that gives only limited
precedential value to prior court decisions can affect the legal remedies and protections available to
investors, and can adversely affect the value of your investment.

In particular, the PRC financial service industry is highly regulated. Many aspects of our
business depend upon the receipt of the relevant government authorities’ approvals and permits. As
PRC legal system and financial service industry develop, changes in such laws and regulations, or in
their interpretation or enforcement, could materially adversely affect our business, financial condition
and results of operations.

Investments in PRC securities firms are subject to ownership restrictions that may adversely
affect the value of your investment.

Investments in PRC securities firms are subject to ownership restrictions. Prior approval from
the CSRC is required for any person or entity to hold, directly or indirectly, 5% or more of the
registered capital or total issued shares of a PRC securities firm. If a shareholder of a PRC securities
firm increases its direct and indirect shareholding to 5% or more without obtaining prior approval from
the CSRC, such shareholder’s voting right is invalid and the shareholder could be subject to the CSRC
sanctions, such as the correction of such misconduct, fines and confiscation of any related gains. In
addition, our Articles of Association prohibit any entity or individual from directly or indirectly
holding more than 5% equity interest in our Company without the approval of the CSRC. If any
violation is not rectified in timely manner, any corresponding shares will not carry voting rights during
the period of violation. Current ownership restrictions and future changes in ownership restrictions as
imposed by the PRC government and our Articles of Association may materially and adversely affect
the value of your investment.

Investors may experience difficulties in effecting service of legal process and enforcing judgments
against us and our Directors, Supervisors and management.

We are a company incorporated under the laws of the PRC and a substantial majority of our
assets and subsidiaries are located in China. In addition, most of our Directors, Supervisors and
executive officers reside within China and the assets of our Directors, Supervisors and management are
likely to be located within China. As a result, it may not be possible to effect service of process within
the United States or elsewhere outside China upon our Directors, Supervisors and management
including with respect to matters arising under the U.S. federal securities laws or applicable state
securities laws. Moreover, the PRC does not have treaties providing for the reciprocal enforcement of
court judgments with the United States, the United Kingdom, Japan or most other western countries. In
addition, Hong Kong has no arrangement for the reciprocal enforcement of court judgments with the
United States. As a result, recognition and enforcement in the PRC or Hong Kong of judgments of a
court in the United States, the United Kingdom, Japan or most other western countries in relation to
any matter that is not subject to a binding arbitration provision may be difficult or impossible.
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You will be subject to PRC taxation on dividends received from us and on gains realized upon
the sale or other disposition of your H Shares.

Non-PRC resident individual holders of H Shares whose names appear on the register of
members of H Shares, or non-PRC resident individual holders, are subject to PRC individual income
tax on dividends received from us. Pursuant to the Circular on Questions Concerning the Collection of
Individual Income Tax Following the Repeal of GuoShuiFa [1993] No. 045
(P BB (1993045 SEAE % 111527 B AP # BURCEY P38 ) (GuoShui Han [2011] No. 348), dated
June 28, 2011, issued by the SAT, the tax rate applicable to dividends paid to non-PRC resident
individual holders of H Shares varies from 5.0% to 20.0% (usually 10.0%), depending on whether
there is any applicable tax treaty between the PRC and the jurisdiction in which the non-PRC resident
individual holder of H Shares resides as well as the tax arrangement between the PRC and Hong Kong.
Non-PRC resident individual holders who reside in jurisdictions that have not entered into tax treaties
with the PRC are subject to a 20.0% withholding tax on dividends received from us. For additional
information, see “Appendix [V—Taxation and Foreign Exchange—Taxation of Equity Holders—PRC
Taxation.” In addition, under the Individual Income Tax Law of the PRC and its implementation
regulations, non-PRC resident individual holders of H Shares are subject to individual income tax at a
rate of 20.0% on gains realized upon the sale or other disposition of H Shares. However, pursuant to
the Circular Declaring that Individual Income Tax Continues to be Exempted over Income of
Individuals from Transfer of Shares (7 il A\ SRR %552 o 1448 A8 T S OB A TS BLRY3E AT issued by the
MOF and the SAT on March 30, 1998, gains of individuals derived from the transfer of listed shares in
enterprises may be exempt from individual income tax. Although it is not certain whether such
exemption is applicable to H Shares, to our knowledge, as of the Latest Practicable Date, in practice
the PRC tax authorities have not sought to collect individual income tax on non-PRC resident
individual holders for such gains. If such tax is collected in the future, the value of such individual
holders’ investments in H Shares may be materially and adversely affected.

Under the EIT Law and its implementation regulations, a non-PRC resident enterprise is
generally subject to enterprise income tax at a rate of 10.0% with respect to its PRC-sourced income,
including dividends received from a PRC company and gains derived from the disposition of equity
interests in a PRC company, subject to reductions under any special arrangement or applicable treaty
between the PRC and the jurisdiction in which the non-PRC resident enterprise resides. Pursuant to the
Circular on Questions Concerning Withholding of Enterprise Income Tax for Dividends Distributed by
Resident Enterprises in China to Non-resident Enterprises Holding H-shares of the Enterprises
(BRI o s R AR BE 1) SR AN B IR i R A S RO IR 35 I B A A S PR A B A B R R @ %T)  (GuoShui  Han
[2008] No. 897), promulgated by the SAT, on November 6, 2008, we intend to withhold tax at 10.0%
from dividends payable to non-PRC resident enterprise holders of H Shares (including HKSCC
Nominees). Non-PRC resident enterprises that are entitled to be taxed at a reduced rate under an
applicable income tax treaty or arrangement will be required to apply to the PRC tax authorities for a
refund of any amount withheld in excess of the applicable treaty rate, and payment of such refund will
be subject to the PRC tax authorities’ approval. See “Appendix [V—Taxation and Foreign Exchange—
Taxation of Equity Holders—PRC Taxation.” There are uncertainties regarding the interpretation and
implementation of the EIT law and its implementing rules by the PRC tax authorities, including
whether and how enterprise income tax on gains derived upon sale or other disposition of H Shares
will be collected from non-PRC resident enterprise holders of H Shares. If such tax is collected in the
future, the value of such non-PRC resident enterprise holders’ investments in H Shares may be
materially and adversely affected.
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Payment of dividends is subject to restrictions under PRC law.

For 2013, 2014 and 2015, we declared cash dividends of RMB428.2 million, RMB792.3
million and RMB2,376.8 million, respectively. Under PRC law and our Articles of Association, we
may only pay dividends out of our distributable profits. Distributable profits are our after-tax profits as
determined by PRC GAAP or IFRS, whichever is lower, less any recovery of accumulated losses and
appropriations to statutory and other reserves that we are required to make. Furthermore, pursuant to
the rules promulgated by the CSRC, we are not allowed to distribute gains from the fair value changes
of financial assets that are included in distributable profits as cash dividends. As a result, we may not
have sufficient or any distributable profits to enable us to make dividend distributions to our
Shareholders in the future, including periods for which our financial statements indicate that our
operations have been unprofitable. Any distributable profit not distributed in a given year is retained
and available for distribution in subsequent years.

In addition, because the calculation of distributable profit under PRC GAAP is different from
the calculation under IFRS in certain respects, our operating subsidiaries may not have distributable
profit as determined under PRC GAAP, even if they have distributable profits for that year as
determined under IFRS, or vice versa. As a result, we may not receive sufficient distributions from our
subsidiaries. Failure by our operating subsidiaries to pay us dividends could negatively impact our cash
flow and our ability to make dividend distributions to our Shareholders.

Government control of currency conversion may adversely affect the value of your investments.

Substantially all of our revenue and expenses are denominated in Renminbi, which is currently
not a freely convertible currency. Conversion and remittance of foreign currencies are subject to PRC
foreign exchange laws and regulations which would affect exchange rates and our foreign exchange
transactions. Under the current PRC foreign exchange control system, foreign exchange transactions
under the current account, which includes the payment of dividends, do not require prior approval from
the SAFE, but we are required to present documentary evidence of such transactions and conduct such
transactions at designated foreign exchange banks in China. As a result, following the completion of
the Global Offering, we will be able to pay dividends in foreign currencies without prior approval from
the SAFE by complying with certain procedural requirements. Our foreign exchange transactions
under the capital account, however, must be approved in advance by the SAFE. We cannot assure you
that we will be able to obtain such approval in a timely manner, or at all.

The policies regarding foreign exchange transactions under the current account and the capital
account may not necessarily continue in the future. In addition, these foreign exchange policies may
restrict our ability to obtain sufficient foreign exchange, which could have an effect on our foreign
exchange transactions and the fulfillment of our other foreign exchange requirements. If there are
changes in the policies regarding the payment of dividends in foreign currencies to shareholders or
other changes in foreign exchange policies resulting in insufficient foreign exchange, our payment of
dividends in foreign currencies may be affected. If we fail to obtain approval from the SAFE to convert
Renminbi into any foreign exchange for foreign exchange transactions, our business, financial
condition and results of operations may be adversely affected.
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Future fluctuations in the exchange rate of the Renminbi could have a material adverse effect on
our financial condition and results of operations.

While we generate most of our revenue in China, we also offer securities products and services
in Hong Kong to overseas clients. A portion of our revenue, expenses and bank borrowings is
denominated in Hong Kong dollars and US dollars, although our functional currency is the Renminbi.
As a result, fluctuations in exchange rates, particularly between the Renminbi, Hong Kong dollar and
US dollar, could affect our profitability and may result in foreign currency exchange losses of our
foreign currency-denominated assets and liabilities.

The exchange rate of Renminbi to the US dollar is under a managed floating exchange rate
system and has gradually risen over the past decade. On August 11, 2015, the PBOC announced an
adjustment to the mechanism of determining the midpoint price of Renminbi to the US dollar to make
the exchange rate of Renminbi more market-based. The modified mechanism allows traders to consider
the closing exchange rate in the previous trading day when they quote the midpoint price for Renminbi
against the US dollar. As a result, the midpoint price of Renminbi against the US dollar depreciated by
4.78% from August 10 to August 27, 2015 and further fluctuations in 2016. We cannot predict how the
Renminbi will fluctuate in the future. Any significant fluctuation in the value of the Renminbi against
foreign currencies could lead to fluctuation in the value of our foreign currency-denominated revenue
and assets and adversely affect our business, financial condition, results of operations and prospects.

In addition, since dividends in respect of our H Shares will be declared in Renminbi and paid in
Hong Kong dollars, holders of our H Shares in countries other than China are subject to risks arising
from adverse movements in the value of the Renminbi against the Hong Kong dollar, which may
reduce any dividends paid in respect of the H Shares.

Any future occurrence of force majeure events, natural disasters or outbreaks of contagious
diseases in China may materially and adversely affect our business, financial condition and
results of operations.

Any future occurrence of force majeure events, natural disasters or outbreaks of epidemics and
contagious diseases, including avian influenza, severe acute respiratory syndrome, or SARS, swine
influenza caused by the HIN1 virus, or HIN1 influenza, Middle Eastern respiratory syndrome, or
MERS, or Ebola virus, may materially and adversely affect our business, financial condition and
results of operations. An outbreak of an epidemic or contagious disease could result in a widespread
health crisis and restrict the level of business activities in affected areas, which may, in turn, materially
and adversely affect our business. Moreover, China has experienced natural disasters such as
earthquakes, floods and droughts in the past few years. Any future occurrence of severe natural
disasters in China may materially and adversely affect its economy and therefore our business. We
cannot assure you that any future occurrence of natural disasters or outbreaks of epidemics and
contagious diseases, including avian influenza, SARS, HINI influenza, Ebola or other epidemics, or
the measures taken by the PRC government or other countries in response to such contagious diseases,
will not seriously disrupt our operations or those of our clients, which may materially and adversely
affect our business, financial condition and results of operations.
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RISKS RELATING TO THE GLOBAL OFFERING

Our A Shares were listed in China in March 2015 and the characteristics of the A share and
H share markets may differ.

Our A Shares were listed on the Shanghai Stock Exchange in March 2015. Following the
Global Offering, our A Shares will continue to be traded on the Shanghai Stock Exchange and our
H Shares will be traded on the Hong Kong Stock Exchange. Under current PRC laws and regulations,
without approval from the relevant regulatory authorities, our H Shares and A Shares are neither
interchangeable nor fungible, and there is no trading or settlement between the H share and A share
market. With different trading characteristics, the H share and A share market have divergent trading
volumes, liquidity and investor bases, as well as different levels of retail and institutional investor
participation. As a result, the trading performance of our H Shares and A Shares may not be
comparable. Nonetheless, fluctuations in the price of our A Shares may adversely affect the price of
our H Shares, and vice versa. Due to the different characteristics of the H share and A share market,
the historical prices of our A Shares may not be indicative of the performance of our H Shares. You
should therefore not place undue reliance on the prior trading history of our A Shares when evaluating
an investment in our H Shares.

There has been no prior public market for our H Shares and the liquidity and market price of
our H Shares may be volatile.

Prior to the Global Offering, there has been no public market for our H Shares. The initial issue
price range for our H Shares was the result of negotiations among our Company, Shenergy Group (on
behalf of the Selling Shareholders) and the Joint Global Coordinators on behalf of the Underwriters,
and the Offer Price may differ significantly from the market price for our H Shares following the
Global Offering. We have applied for listing of, and permission to deal in, our H Shares on the Hong
Kong Stock Exchange. A listing on the Hong Kong Stock Exchange, however, does not guarantee that
an active and liquid trading market for our H Shares will develop, or if it does develop, will be
sustained following the Global Offering or that the market price of our H Shares will not decline
following the Global Offering. Furthermore, the price and trading volume of our H Shares may be
volatile. The following factors may affect the volume and price at which our H Shares will trade:

» actual or anticipated fluctuations in our revenue and operating results;
*  news regarding recruitment or loss of key personnel by us or our competitors;

* announcements of competitive developments, acquisitions or strategic alliances in our
industry;

*  changes in earnings estimates or recommendations by financial analysts;
*  potential litigation or regulatory investigations;
»  general market conditions or other developments affecting us or our industry;

*  the operating and stock price performance of other companies, other industries and other
events or factors beyond our control; and

* the release of lock-up or other transfer restrictions on our outstanding H Shares or sales or
perceived sales of additional H Shares by us or other shareholders.

Moreover, the securities market has from time to time experienced significant price and volume
fluctuations that were unrelated or not directly related to the operating performance of the underlying
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companies. These broad market and industry fluctuations may have a material and adverse effect on
the market price and trading volume of our H Shares.

Since there will be a gap of several days between pricing and trading of our Offer Shares, holders
of our Offer Shares are subject to the risk that the price of our Offer Shares could fall during the
period before trading of our Offer Shares begins.

The Offer Price of our H Shares is expected to be determined on the Price Determination Date.
However, our H Shares will not commence trading on the Hong Kong Stock Exchange until they are
delivered, which is expected to be sixth Hong Kong business days after the pricing date. As a result,
investors may not be able to sell or deal in our H Shares during that period. Accordingly, holders of our
H Shares are subject to the risk that the price of our H Shares could fall before trading begins as a
result of adverse market conditions or other adverse developments, that could occur between the time
of sale and the time trading begins.

Future sales or perceived sales of substantial amounts of our H Shares in the public market or
the conversion of our A Shares into H Shares could have a material adverse effect on the
prevailing market price of our H Shares and our ability to raise additional capital in the future.

The market price of our H Shares could decline as a result of substantial future sales of our
H Shares or other securities relating to Shares in the public market. Such a decline could also occur
with the issuance of new Shares or other securities relating to our Shares, or the perception that such
sales or issuances may occur. Future sales, or perceived sales, of substantial amounts of our Shares
could materially and adversely affect the prevailing market price of our H Shares and our ability to
raise future capital at a favorable time and price. Our shareholders would experience a dilution in their
holdings upon the issuance or sale of additional securities for any purpose.

In addition, subject to the approval of the CSRC or the authorized securities regulatory
authorities of the State Council, our A Shares may be transferred to overseas investors and such
transferred shares may be listed or traded on an overseas stock exchange provided certain conditions
are met and certain procedures are completed. In the event of the conversion of A Shares into H Shares
for the listing and trading on the Hong Kong Stock Exchange, we must obtain prior approval from the
CSRC and other relevant PRC regulatory authorities and the Hong Kong Stock Exchange. Approvals
from holders of our A Shares and H Shares as separate classes are not required for the listing and
trading of the converted H Shares. See “Share Capital—Conversion of A Shares into H Shares for
Listing and Trading on the Hong Kong Stock Exchange.” Conversion of a substantial number of our A
Shares into H Shares, or the perception that such conversion may occur, could materially adversely
affect the price of our H Shares.

As the Offer Price of our H Shares is higher than our consolidated net tangible book value per
share, purchasers of our H Shares in the Global Offering may experience immediate dilution
upon such purchases.

As the Offer Price of our H Shares is higher than the consolidated net tangible assets per share
immediately prior to the Global Offering, purchasers of our H Shares in the Global Offering will
experience an immediate dilution in pro forma adjusted consolidated net tangible assets of HK$7.63
per H Share (assuming an Offer Price of HK$8.60 per H Share, being the mid-point of the stated Offer
Price range, and assuming the Over-allotment Option for the Global Offering is not exercised). Our
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existing Shareholders will receive an increase in the pro forma adjusted consolidated net tangible asset
value per share of their shares. In addition, holders of our H Shares may experience further dilution of
their interest if the Underwriters exercise the Over-allotment Option or if we issue additional shares in
the future to raise additional capital.

We have significant discretion as to how we will use the net proceeds of the Global Offering and
you may not necessarily agree with how we use them.

Our management may use the net proceeds from the Global Offering in ways you may not
agree with or that do not yield a favorable return to our Shareholders. We plan to use the net proceeds
from the Global Offering mainly to further develop wealth management business, investment
management business, securities sales and trading business and overseas business. See “Future Plans
and Use of Proceeds—Use of Proceeds.” However, our management will have discretion as to the
actual utilization of our net proceeds. You are entrusting your funds to our management, upon whose
judgment you must depend, for the specific uses we will make of the net proceeds from this Global
Offering.

Possible FATCA Withholding After 2018

Provisions under the U.S. Internal Revenue Code of 1986, as amended (the “Code”) and U.S.
Treasury regulations promulgated thereunder commonly known as “FATCA”, impose a 30%
withholding tax on certain “foreign passthru payments” made by a non-U.S. financial institution
(including an intermediary) that has entered into an agreement with the U.S. Internal Revenue Service
(the “IRS”) to perform certain diligence and reporting obligations with respect to the financial
institution’s U.S.-owned accounts (each such non-U.S. financial institution, a “Participating Foreign
Financial Institution”). If the Company or any intermediary through which a holder may hold H Shares
is or becomes a Participating Foreign Financial Institution, this withholding may be imposed on
payments on the H Shares to any non-U.S. financial institution (including an intermediary) that is not a
Participating Foreign Financial Institution and is not otherwise exempt from FATCA and other holders
who do not provide sufficient identifying information to the payor, to the extent such payments are
considered “foreign passthru payments.” Under current guidance, the term “foreign passthru payment”
is not defined and it is therefore not clear whether or to what extent payments on the H Shares would
be considered foreign passthru payments. Withholding on foreign passthru payments would not be
required with respect to payments made before January 1, 2019. The United States has entered into
intergovernmental agreements with certain jurisdictions (including an agreement in substance with the
PRC) that modify the FATCA withholding regime described above. It is not yet clear how the
intergovernmental agreements between the United States and these jurisdictions will address “foreign
passthru payments” and whether such agreements will require the Company or other financial
institutions to withhold or report on foreign passthru payments. Prospective investors should consult
their tax advisors regarding the consequences of FATCA, or any intergovernmental agreement or non-
U.S. legislation implementing FATCA, to their investment in H Shares.

Certain facts and statistics derived from government and third-party sources contained in this
prospectus may not be reliable.

We have derived certain facts and other statistics in this prospectus, particularly those relating
to China, China’s economy and the industry in which we operate, from information provided by the
PRC and other government agencies, industry associations, independent research institutes or other
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third-party sources. While we have taken reasonable care in the reproduction of the information, it has
not been prepared or independently verified by us, the underwriters or any of our or their respective
affiliates or advisors and, therefore, we cannot assure you as to the accuracy and reliability of such
facts and statistics, which may not be consistent with other information compiled inside or outside
China. Due to possibly flawed or ineffective collection methods or discrepancies between published
information and market practice and other problems, the statistics herein may be inaccurate or may not
be comparable to statistics produced for other economies and you should not place undue reliance on
them. Furthermore, we cannot assure you that they are stated or compiled on the same basis, or with
the same degree of accuracy, as similar statistics presented elsewhere. In all cases, you should consider
carefully how much weight or importance you should attach to or place on such facts or statistics.

You should not place any reliance on any information released by us in connection with the
listing of our A Shares on the Shanghai Stock Exchange.

Following the listing of our A Shares on the Shanghai Stock Exchange, we have been subject to
periodic reporting and other information disclosure requirements in China. As a result, from time to
time we publicly release information, including financial statements and financial data, relating to us
on the Shanghai Stock Exchange or other media outlets designated by the Shanghai Stock Exchange.
However, the information announced by us in connection with our A Shares is based on regulatory
requirements of the securities authorities and market practices in China which are different from those
applicable to the Global Offering. Such information does not and will not form a part of this
prospectus. As a result, prospective investors in our H Shares are reminded that, in making their
investment decisions as to whether to purchase our H Shares, they should rely only on the financial,
operating and other information included in this prospectus and the Application Forms. By applying to
purchase our H Shares in the Global Offering, you will be deemed to have agreed that you will not rely
on any information other than that contained in this prospectus, the Application Forms and any formal
announcements made by us in Hong Kong with respect to the Global Offering.

Dividends declared in the past may not be indicative of our dividend policy in the future.

For 2013, 2014 and 2015, we declared cash dividends of RMB428.2 million, RMB792.3
million and RMB2,376.8 million, respectively. However, dividends paid in prior periods may not be
indicative of future dividend payments. We cannot guarantee when, if and in what form dividends will
be paid in the future. Our Board of Directors has discretion in determining the frequency and amount
of dividend distributions, which will be subject to the approval of our Shareholders at the
Shareholders’ meeting. A decision to declare or to pay any dividends and the amount of any dividends
will depend on various factors, including but not limited to our results of operations, cash flows and
financial condition, capital adequacy ratios, operating and capital expenditure requirements,
distributable profits as determined under PRC GAAP or IFRS, whichever is lower, our Articles of
Association, statutory and regulatory restrictions on the payment of dividends and other factors that our
Board of Directors deems relevant. See “Financial Information—Dividend Policy.” There is no
assurance that we will adopt the same dividend policy as we have adopted in the past.

It is possible that we could be deemed a “covered fund” under the Volcker Rule, which could
result in reduced interest in the H Shares from banking organizations, and could potentially
reduce the liquidity of the H Shares on the secondary market

It is possible that the Company could be deemed a “covered fund” within the meaning of
Section 13 of the U.S. Bank Holding Company Act of 1956, as amended, commonly known as the
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Volcker Rule. If the Company is a covered fund, then a financial institution subject to the Volcker
Rule, including a U.S. banking organization, a non-U.S. banking organization with U.S. bank branches
or agencies, or an affiliate (a “Banking Entity”) would be prohibited from holding, even briefly, our
H Shares unless such a Banking Entity could rely on an exception to the Volcker Rule’s prohibition.
Among others, a Banking Entity may be able to rely on the exemptions for underwriting or market
making activities or for investments made solely outside the United States. In addition, if the Company
is a covered fund, then in some cases H Shares acquired by a Banking Entity may count towards the
aggregate limit on covered fund interests that the Banking Entity and its affiliates are permitted to hold
under the Volcker Rule, and the value of H Shares may have to be deducted from the Banking Entity’s
tier 1 capital. These limitations could result in some Banking Entities avoiding the purchase of the H
Shares, which, in turn, could diminish the liquidity of the H Shares on the secondary market. Investors
should consult with their legal advisors about the impact of the Volcker Rule on their investment in H
Shares.
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KONG LISTING RULES

In preparation for the Listing, we have applied to the Stock Exchange for the following waivers
and consents from strict compliance with the relevant provisions of the Hong Kong Listing Rules.

MANAGEMENT PRESENCE

Pursuant to Rules 8.12 and 19A.15 of the Hong Kong Listing Rules, our Company must have
sufficient management presence in Hong Kong, and this normally means that at least two of our
executive Directors must ordinarily reside in Hong Kong. Given that our business operations are
principally located, managed and conducted in the PRC and the Group’s head office is situated in the
PRC, and all of our executive Directors and most of the Group’s senior management are based outside
of Hong Kong and are expected to continue to be based outside of Hong Kong. In addition, most of the
Group’s assets are based outside of Hong Kong. We consider that it would be unduly burdensome for
us to maintain sufficient management presence in Hong Kong for the purpose of satisfying the
requirements under Rules 8.12 and 19A.15 of the Hong Kong Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted
us, a waiver from strict compliance with Rules 8.12 and 19A.15 of the Hong Kong Listing Rules,
subject to the following conditions to maintain regular and effective communication between the Stock
Exchange and us:

1. We have appointed Mr. Pan Xinjun and Mr. Jin Wenzhong as our authorized
representatives (“Authorized Representatives”) for the purpose of Rule 3.05 of the
Listing Rules. They will act as our principal channel of communication with the Stock
Exchange. Although Mr. Pan Xinjun and Mr. Jin Wenzhong reside in the PRC, they
possess valid travel documents to visit Hong Kong and are able to renew such documents
when they expire in order to visit Hong Kong. The Authorized Representatives will also
provide their usual contact details, and each of the Authorized Representatives has
confirmed that he will be readily contactable by the Stock Exchange and will be available
to meet with the Stock Exchange to discuss any matters within a reasonable period of time
upon request of the Stock Exchange;

2. When the Stock Exchange wishes to contact the Directors on any matter, each of the
Authorized Representatives will have all necessary means to contact all of our Directors
(including our independent non-executive Directors) and senior management team
promptly at all times as and when the Stock Exchange wishes to contact the Directors for
any matters. To enhance the communication between the Stock Exchange, our Authorized
Representatives and our Directors, we have implemented the following measures: (a) each
Director must provide his mobile phone number, office phone number, e-mail address and
facsimile number to the Authorized Representatives; (b) in the event that a Director
expects to travel and/or be out of office, he will provide the phone number of the place of
his accommodation or other means of communications to the Authorized Representatives;
and (c) we have provided the mobile phone number, office phone number, e-mail address
and facsimile number of each Director to the Stock Exchange;

3. Each of the Directors who does not ordinarily reside in Hong Kong has confirmed that
they possess valid travel documents to visit Hong Kong and can apply for valid travel
documents to visit Hong Kong within a reasonable period of time. Accordingly, each of
the Directors will be able to meet with the Stock Exchange within a reasonable period of
time;
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4. Ms. Leung Wing Han Sharon, as one of our joint company secretary and a Hong Kong
resident, will, among other things, act as our Company’s additional channel of
communication with the Stock Exchange and be able to answer enquiries from the Stock
Exchange. Ms. Leung will maintain constant contact with our Directors and senior
management through various means, including regular meetings and telephone discussions
whenever necessary;

5. We have appointed Anglo Chinese Corporate Finance, Limited as our compliance advisor
(the “Compliance Advisor”) upon listing pursuant to Rule 3A.19 of the Listing Rules for a
period commencing on the Listing Date and ending on the date on which we comply with
Rule 13.46 of the Listing Rules in respect of our financial results for the first full financial
year commencing after the date of listing. The Compliance Advisor will have access at all
times to our Authorized Representatives, the Directors and other senior management and
will act as the additional channel of communication with the Stock Exchange when the
Authorized Representatives are not available. We will ensure that there are adequate and
efficient means of communication among us, our Authorized Representatives, Directors,
other officers and the Compliance Advisor;

6.  We have provided the Stock Exchange with the names, mobile and office telephone
numbers, facsimile numbers and e-mail addresses of at least two of the Compliance
Advisor’s officers who will act as the Compliance Advisor’s contact persons between the
Stock Exchange and the Company pursuant to Rule 19A.06(4) of the Hong Kong Listing
Rules; and

7.  Meetings between the Stock Exchange and our Directors could be arranged through the
Authorized Representatives or the Compliance Advisor, or directly with our Directors
within a reasonable time frame. We will inform the Stock Exchange promptly in respect of
any change in our Authorized Representatives and the Compliance Advisor.

Pursuant to Rule 19A.05(2) of the Hong Kong Listing Rules, we shall ensure that the
Compliance Advisor retained by us will have access at all times to our Authorized Representatives, our
Directors and other officers. We shall also ensure that such persons will promptly provide such
information and assistance as the Compliance Advisor may need or may reasonably request in
connection with the performance of the Compliance Advisor’s duties as set forth in Chapter 3A and
Rule 19A.06 of the Hong Kong Listing Rules. We shall ensure that there are adequate and efficient
means of communication between our Company, our Authorized Representatives, our Directors and
other officers and the Compliance Advisor, and will keep the Compliance Advisor informed of all
communications and dealings between us and the Stock Exchange.

QUALIFICATIONS OF COMPANY SECRETARY

Pursuant to Rules 3.28 and 8.17 of the Hong Kong Listing Rules, we must appoint a company
secretary who, by virtue of his/her academic or professional qualifications or relevant experience, is, in
the opinion of the Stock Exchange, capable of discharging the functions of the company secretary.
Note (1) to Rule 3.28 of the Hong Kong Listing Rules further provides that the Stock Exchange
considers the following academic or professional qualifications to be acceptable:

i.  amember of the Hong Kong Institute of Chartered Secretaries;
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ii. a solicitor or a barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of
the Laws of Hong Kong); and

iii. a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).

In assessing the “relevant experience,” the Stock Exchange will consider the individual’s (i)
length of employment with the issuer and other issuers and the roles he/she played, (ii) familiarity with
the Hong Kong Listing Rules and other relevant laws and regulations including the SFO, the
Companies Ordinance, the Companies (Winding Up and Miscellaneous Provisions) Ordinance and the
Takeovers Code, (iii) relevant training taken and/or to be taken in addition to the minimum
requirement under Rule 3.29 of the Hong Kong Listing Rules, and (iv) professional qualifications in
other jurisdictions.

Our Company has appointed Mr. Yang Yucheng as one of the joint company secretaries. He
has extensive experience in board and corporate management matters but presently does not possess
any of the qualifications under Rules 3.28 and 8.17 of the Hong Kong Listing Rules, and may not be
able to solely fulfill the requirements of the Hong Kong Listing Rules. Therefore, we have appointed
Ms. Leung Wing Han Sharon, a fellow member of the Hong Kong Institute of Chartered Secretaries
and a member of the Hong Kong Institute of Certified Public Accountants, who fully meets the
requirements stipulated under Rules 3.28 and 8.17 of the Hong Kong Listing Rules to act as the other
joint company secretary and to provide assistance to Mr. Yang Yucheng for an initial period of three
years from the Listing Date to enable Mr. Yang Yucheng to acquire the “relevant experience” under
Note (2) to Rule 3.28 of the Hong Kong Listing Rules so as to fully comply with the requirements set
forth under Rules 3.28 and 8.17 of the Hong Kong Listing Rules.

Ms. Leung Wing Han Sharon will work closely with Mr. Yang Yucheng to jointly discharge
the duties and responsibilities as company secretary and assist Mr. Yang Yucheng to acquire the
relevant experience as required under Rules 3.28 and 8.17 of the Hong Kong Listing Rules. Mr. Yang
will also be assisted by (a) the Compliance Advisor of the Company for the first full financial year
from the date of Listing, particularly in relation to Hong Kong corporate governance practices and
compliance issues; and (b) the Hong Kong legal advisors of the Company, on matters concerning the
Company’s on-going compliance with the Listing Rules and the applicable laws and regulations. In
addition, Mr. Yang Yucheng will endeavor to attend relevant trainings and familiarize himself with the
Hong Kong Listing Rules and duties required for a company secretary of a PRC issuer listed on the
Stock Exchange.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver
from strict compliance with the requirements of Rules 3.28 and 8.17 of the Hong Kong Listing Rules.
The waiver is valid for an initial period of three years from the Listing Date, and is granted on the
condition that we engage Ms. Leung Wing Han Sharon, who possesses all the requisite qualifications
required under Rule 3.28 of the Hong Kong Listing Rules, to assist Mr. Yang Yucheng in discharging
his duties as a joint company secretary and in gaining the “relevant experience” as required under Note
(2) to Rule 3.28 of the Hong Kong Listing Rules.

Upon the expiration of the initial three-year period, the qualifications of Mr. Yang Yucheng
will be re-evaluated to determine whether the requirements as stipulated in Rules 3.28 and 8.17 of the
Hong Kong Listing Rules can be satisfied and whether the need for on-going assistance will continue.
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KONG LISTING RULES

In the event Mr. Yang Yucheng fulfills all the requirements stipulated at the end of the initial
three-year period, the above joint company secretary arrangement would no longer be necessary for
our Company.

ALLOCATION OF H SHARES TO EXISTING PUBLIC HOLDERS OF A SHARES
AND THEIR CLOSE ASSOCIATES UNDER RULE 10.04 OF AND PARAGRAPH 5(2)
OF APPENDIX 6 TO THE HONG KONG LISTING RULES

Rule 10.04 of the Hong Kong Listing Rules provides that a person who is an existing
shareholder of the issuer may only subscribe for or purchase any securities for which listing is sought
which are being marketed by or on behalf of a new applicant either in his or its own name or through
nominees if the conditions in Rules 10.03(1) and (2) of the Hong Kong Listing Rules are fulfilled.

The conditions in Rules 10.03(1) and (2) of the Hong Kong Listing Rules are as follows: (i) no
securities are offered to the existing shareholders on a preferential basis and no preferential treatment is
given to them in the allocation of the securities; and (ii) the minimum prescribed percentage of public
shareholders required by Rule 8.08(1) of the Hong Kong Listing Rules is achieved.

Paragraph 5(2) of Appendix 6 to the Hong Kong Listing Rules provides that, unless with the
prior written consent of the Stock Exchange, no allocations will be permitted to directors or existing
shareholders of the applicant or their close associates, whether in their own names or through nominees
unless the conditions set out in Rules 10.03 and 10.04 of the Hong Kong Listing Rules are fulfilled.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver
from strict compliance with the requirements of Rule 10.04 of the Hong Kong Listing Rules and its
consent under Paragraph 5(2) of Appendix 6 to the Hong Kong Listing Rules to permit the Company to
allocate H Shares in the International Offering to existing public holders of A Shares and their close
associates subject to the following conditions:

1. each existing holder of A Shares to whom the Company may allocate H Shares in the
International Offering must hold less than 5% of the voting power prior to the listing of
our Company on the Stock Exchange;

2. such holders of A Shares and their close associates are not, and will not be, a core
connected person (as defined under the Hong Kong Listing Rules) of our Company or any
close associate (as defined under the Hong Kong Listing Rules) of any such core
connected person immediately prior to or following the Global Offering;

3. such holders of A Shares have no right to appoint directors of the company and does not
have other special rights; and

4. allocation to such holders of A Shares and their close associates will not affect our ability
to satisfy the public float requirement under Rule 8.08 of the Hong Kong Listing Rules.

ALLOCATION OF SHARES TO CORNERSTONE INVESTOR WHO IS CONNECTED
WITH BOCOM SECURITIES

Paragraph 5(1) of Appendix 6 to the Hong Kong Listing Rules provides that, without the prior
written consent of the Stock Exchange, no allocations will be permitted to “connected clients” of the
lead broker or of any distributors.
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Paragraph 13(7) of Appendix 6 states that “connected clients” in relation to an exchange
participant means any client which is a member of the same group of companies as such exchange
participant.

Both  BOCOM International Securities Limited (“BOCOM Securities”) and BOCOM
International Global Investment Limited (“BOCOM Investment”) are indirect wholly-owned

subsidiaries of Bank of Communications Co., Ltd. As a result, BOCOM Investment is a connected
client of BOCOM Securities.

BOCOM Securities has been appointed by the Company as one of the Joint Global
Coordinators, Joint Bookrunners and Underwriters of the Global Offering.

Headquartered in Shanghai, Bank of Communications Co., Ltd. is the first nationwide, state-
owned joint-stock commercial bank in China with both national and global coverage. The Asset
Management Business Center (“BankComm AMBC”) is a department under Bank of Communications
Co., Ltd mainly responsible for the overall investment operations of asset management businesses,
research and development of relevant products and service systems, business risk management, system
development and maintenance, and business operations support within the Bank of Communications
Co., Ltd. group. BankComm AMBC (through BOCOM Investment), as a cornerstone investor, will
hold the H Shares for and on behalf of the independent third party clients of BankComm AMBC.

We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock Exchange
has granted, its consent under paragraph 5(1) of Appendix 6 to the Hong Kong Listing Rules to permit
BankComm AMBC (through BOCOM Investment) to participate in the Global Offering as a
cornerstone investor subject to the following conditions:

1. any H Shares to be allocated to BankComm AMBC (through BOCOM Investment) will be
held for, and on behalf of, independent third parties;

2. the cornerstone investment agreement to be entered with BOCOM Investment will not
contain any material terms which are more favorable to BOCOM Investment than those in
other cornerstone investment agreements;

3. BOCOM Securities does not participate in the decision-making process or relevant
discussion as to whether BankComm AMBC (through BOCOM Investment) will be
selected as a cornerstone investor;

4. BOCOM Investment has not received, and will not receive preferential treatment in the
allocation as a cornerstone investor by virtue of its relationship with BOCOM Securities,
other than the preferential treatment of assured entitlement under a cornerstone investment
following the principles as set out in HKEx-GL51-13; and

5. details of the allocation will be disclosed in the prospectus and the allotment results
announcement.

CLAWBACK MECHANISM UNDER PARAGRAPH 4.2 OF PRACTICE NOTE 18 OF
THE LISTING RULES

Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a clawback mechanism to be
put in place such that when certain prescribed total demand levels are reached, the number of Offer
Shares under the Hong Kong Public Offering would be increased to a certain percentage of the total
number of Offer Shares offered under the Global Offering.
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We have applied to the Stock Exchange for, and the Stock Exchange has granted to us, a waiver
from strict compliance with paragraph 4.2 of Practice Note 18 of the Listing Rules, as well as approval
for an alternative initial allocation and reallocation mechanism in the event of over-subscription in the
Hong Kong Public Offering as described below.

The initial allocation of Offer Shares under the Hong Kong Public Offering shall not be less
than 7.5% of the Global Offering. In the event of over-subscription in the Hong Kong Public Offering,
the Joint Global Coordinators shall apply a clawback mechanism following the closing of application
lists on the following basis:

1. if the number of Offer Shares validly applied for under the Hong Kong Public Offering
represents 10 times or more but less than 30 times the number of Offer Shares initially
available for subscription under the Hong Kong Public Offering, then Offer Shares will be
reallocated to the Hong Kong Public Offering from the International Offering so that the
total number of Offer Shares available under the Hong Kong Public Offering will be
114,840,000 Offer Shares, representing 12.0% of the Offer Shares initially available under
the Global Offering;

2. if the number of Offer Shares validly applied for under the Hong Kong Public Offering
represents 30 times or more but less than 60 times the number of Offer Shares initially
available for subscription under the Hong Kong Public Offering, then the number of Offer
Shares to be reallocated to the Hong Kong Public Offering from the International Offering
will be increased so that the total number of Offer Shares available under the Hong Kong
Public Offering will be 143,550,400 Offer Shares, representing approximately 15.0% of
the Offer Shares initially available under the Global Offering; and

3. if the number of Offer Shares validly applied for under the Hong Kong Public Offering
represents 60 times or more than the number of Offer Shares initially available for
subscription under the Hong Kong Public Offering, then the number of Offer Shares to be
reallocated to the Hong Kong Public Offering from the International Offering will be
increased so that the total number of Offer Shares available under the Hong Kong Public
Offering will be 287,100,000 Offer Shares, representing 30.0% of the Offer Shares
initially available under the Global Offering.

In each case, the additional Offer Shares reallocated to the Hong Kong Public Offering will be
allocated between pool A and pool B and the number of Offer Shares allocated to the International
Offering will be correspondingly reduced in such manner as the Joint Global Coordinators deem
appropriate. In addition, the Joint Global Coordinators may reallocate Offer Shares from the
International Offering to the Hong Kong Public Offering to satisfy valid applications under the Hong
Kong Public Offering.

If the Hong Kong Public Offering is not fully subscribed, the Joint Global Coordinators have
the authority to reallocate all or any unsubscribed Hong Kong Offer Shares to the International
Offering, in such proportion as the Joint Global Coordinators deem appropriate.

Please also see the section headed “Structure of the Global Offering—The Hong Kong Public
Offering—Reallocation” in this prospectus.

71



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules of Hong Kong and the
Listing Rules for the purpose of giving information to the public with regard to us. Our Directors
collectively, having made all reasonable enquiries, confirm that to the best of their knowledge and
belief that the information contained in this prospectus is accurate and complete in all material respects
and not misleading or deceptive and there are no other matters the omission of which would make any
statement in this prospectus misleading.

CSRC APPROVAL

CSRC issued an approval letter on May 13, 2016 for the Global Offering and our application to
list the H Shares on the Stock Exchange. In granting such approval, CSRC accepts no responsibility for
our financial soundness nor for the accuracy of any of the statements made or opinions expressed in
this prospectus or in the Application Forms. No other approvals are required to be obtained for the
listing of the H Shares on the Stock Exchange.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
prospectus and the Application Forms contain all the terms and conditions of the Hong Kong Public
Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
the representations made in this prospectus and the Application Forms and on the terms and subject to
the conditions set out herein and therein. No person is authorized in connection with the Global
Offering to give any information or to make any representation not contained in this prospectus. Any
information or representation not contained in this prospectus must not be relied upon as having been
authorized by the Company, any Joint Global Coordinator, any Joint Sponsor, any Joint Bookrunner,
any Joint Lead Manager, any Underwriter, any of their respective directors, officers, employees,
agents, representatives or advisors or any other person involved in the Global Offering.

Neither the delivery of this prospectus nor any offering, subscription, acquisition, sale or
delivery made in connection with the Shares shall, under any circumstances, constitute a representation
that there has been no change or development reasonably likely to involve a change in our affairs since
the date of this prospectus or imply that the information contained in this prospectus is correct as of
any date subsequent to the date of such information.

UNDERWRITING

The Global Offering comprises the Hong Kong Public Offering of initially 71,775,200 Hong
Kong Offer Shares and the International Offering of initially 885,224,800 International Offer Shares,
subject, in each case, to reallocation on the basis as described in the section headed “Structure of the
Global Offering” in this prospectus and, in case of the International Offering, additionally to any
exercise of the Over-allotment Option.
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The listing of the H Shares is sponsored by the Joint Sponsors. The Global Offering is managed
by the Joint Global Coordinators. The Hong Kong Public Offering is fully underwritten by the Hong
Kong Underwriters under the terms of the Hong Kong Underwriting Agreement and is subject to the
Joint Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters), the
Company and Shenergy Group (on behalf of the Selling Shareholders) agreeing on the Offer Price on
or before the Price Determination Date. An International Underwriting Agreement relating to the
International Offering is expected to be entered into on or about Wednesday, June 29, 2016, subject to
the Company, Shenergy Group (on behalf of the Selling Shareholders) and the Joint Global
Coordinators (for themselves and on behalf of the International Underwriters) agreeing on the Offer
Price.

We expect that the Offer Price will be fixed by agreement among the Company, Shenergy
Group (on behalf of the Selling Shareholders) and the Joint Global Coordinators (for themselves and
on behalf of the Underwriters) on the Price Determination Date, which is expected to be on or around
Wednesday, June 29, 2016 and in any event no later than Thursday, July 7, 2016. If, for whatever
reason, the Offer Price is not agreed between the Joint Global Coordinators (for themselves and on
behalf of the Underwriters), the Company and Shenergy Group (on behalf of the Selling Shareholders)
on or before the Price Determination Date, the Global Offering will not become unconditional and will
lapse immediately. Further information about the Underwriters and the underwriting arrangements is
set out in the section headed “Underwriting” in this prospectus.

RESTRICTIONS ON THE OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will
be required to, or be deemed by his acquisition of Hong Kong Offer Shares to, confirm that he is aware
of the restrictions on offers and sales of the Hong Kong Offer Shares described in this prospectus and
the Application Forms.

No action has been taken to permit a public offering of the H Shares or the distribution of this
prospectus in any jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for
the purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorized or to any person to whom it is
unlawful to make such an offer or invitation. The distribution of this prospectus and the offering and
sales of the Offer Shares in other jurisdictions are subject to restrictions and may not be made except as
permitted under the applicable securities laws of such jurisdictions pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption therefrom. In particular,
the Offer Shares have not been offered and sold, and will not be offered or sold, directly or indirectly
in the PRC.
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The state-owned Selling Shareholders are required to reduce their shareholdings pursuant to
relevant PRC regulations relating to reduction of state-owned shares. Particulars of the Selling
Shareholders are as follows:

Number of Sale Number of Sale
Shares (assuming the Shares (assuming the
Over-allotment Option  Over-allotment Option
Name is not exercised) is exercised in full)
1. Shenergy Group . ..........couiiiniii e 47,609,381 54,723,426
Shanghai Haiyan Investment Management Company Limited
(BEEEBCEEIARAT) o 8,864,392 10,188,956
3. Wenhui Xinmin United Press Group (3CHERT F M & e M) | 7,966,619 9,157,034
4.  Shanghai Electric Group Company Limited
(BESR GRED BAR) o 6,009,499 6,907,471
5. Shanghai Post Company (L#TIRELAR) ... ... ... .. .. 5,926,490 6,812,057
6.  Shanghai Construction Group Co., Ltd.
(EEETEBBAERAT) 4,001,558** 4,599,492+
7. Shanghai Educational Development Co., Ltd
(BBWEBERREARAR) .o 2,854,609 3,281,160
8. Shanghai Binfen Trade Development Co., Ltd.
(LESEHMEBERARAT) 2,060,400 2,368,276
9.  Shanghai International Trade & Investment Developing Co.,
Ltd. (LB WAMEREMBEARAR) ... 1,030,200 1,184,138
10. Shanghai Join Buy Co., Ltd (¥ /LA (M) ARAF) . ... .. 293,751 337,645
11. Time Publishing and Media Co., Ltd.
(FARH R A IRARD) o 194,799 223,907
12.  Anhui Huawen Venture Capital Management Co., Ltd.
(BREESCRERCEE AN . 188,302 216,438
Total ..o 87,000,000 100,000,000

*  Shanghai Construction Group Co., Ltd.’s shareholders Shanghai Construction (Group) General Co., Ltd. (L2 T (%) #27) and
Shanghai Guosheng Group Co., Ltd. (LB (4H) A FR2AF) have undertaken to bear the obligation of Shanghai Construction
Group Co., Ltd. relating to the reduction of state-owned shares.

*%*  On behalf of Shanghai Construction Group Co., Ltd., Shanghai Construction (Group) General Co., Ltd. (L& T (%) #27) and
Shanghai Guosheng Group Co., Ltd. (LB (4£E) AFRAF) shall sell 2,089,146 Sale Shares and 1,912,412 Sale Shares,
respectively, for a total of 4,001,558 Sale Shares.

**% On behalf of Shanghai Construction Group Co., Ltd., Shanghai Construction (Group) General Co., Ltd. (L& T (%) #27) and
Shanghai Guosheng Group Co., Ltd. (LB (4£E) fFRAF) shall sell 2,401,317 Sale Shares and 2,198,175 Sale Shares,
respectively, for a total of 4,599,492 Sale Shares.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Stock Exchange for listing of, and permission
to deal in, the H Shares in issue and to be issued pursuant to (i) the Global Offering (including any
additional H Shares that may be issued pursuant to the exercise of the Over-allotment Option); and
(i1) the H Shares to be converted from A Shares of the Selling Shareholders and to be sold for the
benefit of the NSSF pursuant to the relevant PRC regulation relating to reduction of State-owned
shares. Except for our A Shares that have been listed on the Shanghai Stock Exchange and our pending
application to the Stock Exchange for the listing of, and permission to deal in, the H Shares, no part of
the Shares or loan capital of the Company is listed or dealt on any other stock exchange and no such
listing or permission to list is being or is proposed to be sought in the near future.
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COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Offer Shares are expected to commence at 9:00 a.m. on Friday, July 8, 2016.
The Offer Shares will be traded in board lots of 400 Offer Shares each. The stock code of the Offer
Shares is 03958.

H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the H Shares on the Stock
Exchange and our compliance with the stock admission requirements of HKSCC, the H Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect
from the Listing Date or any other date as determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second Business Day
after any trading day. All activities under CCASS are subject to the General Rules of CCASS and
CCASS Operational Procedures in effect from time to time. Investors should seek the advice of their
stockbroker or other professional advisors for the details of the settlement arrangements as such
arrangements may affect their rights and interests. All necessary arrangements have been made for the
H Shares to be admitted into CCASS.

HONG KONG H SHARE REGISTRAR

All H Shares issued by us pursuant to applications made in the Hong Kong Public Offering will
be registered on our Hong Kong register of members to be maintained in Hong Kong by our H Share
Registrar, Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17/F, Hopewell
Centre, 183 Queen’s Road East, Wan Chai, Hong Kong. Our principal register of members will be
maintained by us at our legal address in the PRC.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H
SHARES

We have instructed the H Share Registrar, and it has agreed, not to register the subscription,
purchase or transfer of any H Shares in the name of any particular holder unless and until the holder
delivers a signed form to the H Share Registrar in respect of those H Shares bearing statements to the
effect that the holder:

(i) agrees with us and each of our Shareholders, and we agree with each Shareholder, to
observe and comply with the Companies Ordinance, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the PRC Company Law, the Special Regulations
and our Articles of Association;

(i) agrees with us, each of our Shareholders, Directors, Supervisors, managers and officers,
and we acting for ourselves and for each of our Directors, Supervisors, managers and
officers agrees with each of our Shareholders to refer all differences and claims arising
from our Articles of Association or any rights or obligations conferred or imposed by the
PRC Company Law or other relevant laws and administrative regulations concerning our
affairs to arbitration in accordance with our Articles of Association, and any reference to
arbitration shall be deemed to authorize the arbitration tribunal to conduct hearings in open
session and to publish its award. Such arbitration shall be final and conclusive;

(ii1) agrees with us and each of our Shareholders that the H Shares are freely transferable by
the H Shares holders thereof; and
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(iv) authorizes us to enter into a contract on his or her behalf with each of our Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers and
officers undertake to observe and comply with their obligations to our Shareholders as
stipulated in our Articles of Association.

Persons applying for or purchasing H Shares under the Global Offering are deemed, by their
making an application or purchase, to have represented that they are not close associates (as such term
is defined in the Listing Rules) of any of the Directors of the Company or an existing Shareholder of
the Company or a nominee of any of the foregoing.

STAMP DUTY

Dealings in the H Shares registered on our Hong Kong register will be subject to Hong Kong
stamp duty. See the section headed “Appendix [V—Taxation and Foreign Exchange.”

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for, purchasing, holding or
disposing of, and dealing in, our H Shares or exercise any rights attached to them, you should consult
an expert.

We emphasize that none of the Joint Global Coordinators, the Joint Sponsors, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters, or us, any of our or their respective directors,
officers or any other person or party involved in the Global Offering accepts responsibility for any tax
effects on, or liability of, any person resulting from the subscription for, purchase, holding, disposition
of, or dealing in, the H Shares or the exercise of any rights in relation to the H Shares.

STABILIZATION AND OVER-ALLOTMENT

Further details with respect to stabilization and the Over-allotment Option are set out in the
sections headed “Structure of the Global Offering—Stabilization” and “Structure of the Global
Offering—Over-allotment Option” in this prospectus, respectively.

PROCEDURE FOR APPLICATION

The application procedure for the Hong Kong Offer Shares is set out in the section headed
“How to Apply for Hong Kong Offer Shares” in this prospectus and in the relevant Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Hong Kong Public Offering and the International Offering,
including their respective conditions, and the Over-allotment Option, are set out in the section headed
“Structure of the Global Offering” in this prospectus.

CONDITIONS OF THE HONG KONG PUBLIC OFFERING

Details of the conditions of the Hong Kong Public Offering are set out in the section headed
“Structure of the Global Offering—The Hong Kong Public Offering—Conditions of the Hong Kong
Public Offering” in this prospectus.
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ROUNDING

In this prospectus, where information is presented in hundreds, thousands, ten thousands,
millions or hundred millions, certain amounts of less than one hundred, one thousand, ten thousand,
one million or a hundred million, as the case may be, have been rounded to the nearest hundred,
thousand, ten thousand, million or hundred million, respectively. Amounts presented as percentages
have, in certain cases, been rounded to the nearest tenth or hundredth of a percent. Any discrepancies
in any table or chart between totals and sums of amounts listed therein are due to rounding.

LANGUAGE

In the event of any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus prevails. Translated English names of Chinese laws and regulations,
governmental authorities, departments, entities (including certain of our subsidiaries), institutions,
natural persons, facilities, certificates, titles and the like included in this prospectus and for which no
official English translation exists are unofficial translation and for reference only.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain Renminbi amounts
into Hong Kong dollar and of Renminbi amounts into US dollars at specified rates. Unless indicated
otherwise, the translation of Renminbi into Hong Kong dollars and of Renminbi into US dollars, and
vice versa, in this prospectus was made at the following rates:

*  RMBO0.84767 to HK$1.00 (being the prevailing exchange rate on June 13, 2016 set by the
PBOC)

*+  RMB6.559 to US$1.00 (being the noon buying rate in effect on June 10, 2016 as set forth
in the H.10 weekly statistical release of the Board of Governors of the Federal Reserve
System of the United States)

No representations is made that any amount in Renminbi, Hong Kong dollars or US dollars can
be or could have been at the relevant dates converted at the above rates or any other rates or at all.
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Nationality

Executive Directors

Mr. PAN Xinjun (i #&),
Chairman .......................

Mr. JIN Wenzhong (53CHE),
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Non-executive Directors
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Lane 580 Zhengli Road
Yangpu District
Shanghai

PRC

No. 1704, Building 1

No. 2 Yuhui East Road
Chaoyang District

Beijing

PRC

No. 516, Lane 1155

Xiuyan Road, Kanggiao County
Pudong New Area

Shanghai

PRC

Room 501, No. 50, Lane 75
Wuchuan Road

Yangpu District

Shanghai

PRC

Flat 4A, Block 14
Coastline Villa
Discovery Bay
Hong Kong

Address

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Hong Kong

Nationality

Mr. SONG Xuefeng (REH),
Chairman .......................

Room 201, No. 20
Lane 555 Wuyi Road
Changning District
Shanghai

PRC
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Name Address Nationality

Mr. LI Bin (%%),
Vice chairman, Employee
Supervisor ....... ... ... . ... Room 13D, No. 409 Chinese
Zhongshanbeiyi Road
Hongkou District
Shanghai
PRC

Mr. LIU Wenbin (BI3CH) ... .. ... No.151 Xinmin Road Chinese
Yuelu District
Changsha
PRC

Mr. YIN Keding P 587E) ............. Room 1101, No. 6 Chinese
Lane 777 Renmin Road
Huangpu District
Shanghai
PRC

Mr. WU Zhengkui (RIEZ) ... ... Room 301, No. 15 Chinese
Lane 495 Fuquan Road
Changning District
Shanghai
PRC

Mr. ZHOU Wenwu (FI3CR),
Employee Supervisor . .............. Room 201, No. 1 Chinese
Lane 650 Liuying Road
Jing’an District
Shanghai
PRC

Mr. YAO Yuan (Bk#E),
Employee Supervisor . .............. No. 80, Lane 237 Feihong Road Chinese
Hongkou District
Shanghai
PRC

Notes:

(1) The appointment is pending the approval of the CSRC on director’s qualification as of the Latest Practicable Date.
(2) The appointment of Mr. Xu Zhiming will take effect from the Listing Date.

Further information is disclosed in the section headed “Directors, Supervisors and Senior
Management” in this prospectus.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors

Joint Global Coordinators

Citigroup Global Markets Asia Limited
50/F, Citibank Tower

Citibank Plaza

3 Garden Road

Central

Hong Kong

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center

2 Queen’s Road Central
Central

Hong Kong

Nomura International (Hong Kong) Limited
30/F, Two International Finance Centre

8 Finance Street

Central

Hong Kong

Citigroup Global Markets Asia Limited
50/F, Citibank Tower

Citibank Plaza

3 Garden Road

Central

Hong Kong

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center

2 Queen’s Road Central
Central

Hong Kong

Nomura International (Hong Kong) Limited
30/F, Two International Finance Centre

8 Finance Street

Central

Hong Kong

Orient Securities (Hong Kong) Limited
28-29/F, 100 Queen’s Road Central
Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Central

Hong Kong
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Joint Bookrunners Citigroup Global Markets Asia Limited
(in relation to the Hong Kong Public Offering)
50/F, Citibank Tower
Citibank Plaza
3 Garden Road
Central
Hong Kong

Citigroup Global Markets Limited

(in relation to the International Offering)
33 Canada Square

Canary Wharf

London E14 5LB

United Kingdom

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center

2 Queen’s Road Central
Central

Hong Kong

Nomura International (Hong Kong) Limited
30/F, Two International Finance Centre

8 Finance Street

Central

Hong Kong

Orient Securities (Hong Kong) Limited
28-29/F, 100 Queen’s Road Central
Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Central

Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong
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Zhongtai International Securities Limited
7th Floor, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

ICBC International Capital Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

ABCI Capital Limited

10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Hong Kong

Shenwan Hongyuan Capital (H.K.) Limited
Level 19

28 Hennessy Road

Hong Kong

Huarong International Securities Limited
28th Floor, AIA Central

1 Connaught Road Central

Central

Hong Kong

CLSA Limited

Level 18, One Pacific Place
88 Queensway

Hong Kong

China Merchants Securities (HK) Co., Limited
48/F, One Exchange Square

Central

Hong Kong
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Joint Lead Managers

China Industrial Securities International
Limited

30/F, AIA Central

1 Connaught Road Central

Hong Kong

Citigroup Global Markets Asia Limited

(in relation to the Hong Kong Public Offering)
50/F, Citibank Tower

Citibank Plaza

3 Garden Road

Central

Hong Kong

Citigroup Global Markets Limited

(in relation to the International Offering)
33 Canada Square

Canary Wharf

London E14 5LB

United Kingdom

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center

2 Queen’s Road Central
Central

Hong Kong

Nomura International (Hong Kong) Limited
30/F, Two International Finance Centre

8 Finance Street

Central

Hong Kong

Orient Securities (Hong Kong) Limited
28-29/F, 100 Queen’s Road Central
Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Central

Hong Kong

Capital

Haitong International Securities Company Limited

22/F, Li Po Chun Chambers
189 Des Voeux Road Central
Hong Kong
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Guotai Junan Securities (Hong Kong) Limited
27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Zhongtai International Securities Limited
7th Floor, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

ABCI Securities Company Limited
10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Hong Kong

Shenwan Hongyuan Capital (H.K.) Limited
Level 19

28 Hennessy Road

Hong Kong

Huarong International Securities Limited
28th Floor, AIA Central

1 Connaught Road Central

Central

Hong Kong

CLSA Limited

Level 18, One Pacific Place
88 Queensway

Hong Kong
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China Merchants Securities (HK) Co., Limited
48/F, One Exchange Square

Central

Hong Kong

China Industrial Securities International Capital
Limited

30/F, AIA Central

1 Connaught Road Central

Hong Kong

Legal Advisors to our Company As to Hong Kong and United States laws
Davis Polk & Wardwell
18/F, The Hong Kong Club Building
3A Chater Road
Hong Kong

As to Hong Kong laws
Stevenson, Wong & Co.

4/F, 5/F & 1602, Central Tower
28 Queens Road Central

Hong Kong

As to PRC law

Grandall Law Firm (Shanghai)
23-25/F, Garden Square

968 West Beijing Road

Shanghai

PRC

Legal Advisors to the Joint Sponsors  As fo Hong Kong and United States laws
and Underwriters Linklaters

10/F, Alexandra House

18 Chater Road

Hong Kong

As to PRC law
Commerce & Finance Law Offices
6/F, NCI Tower
Al2 Jianguomenwai Avenue
Chaoyang District
Beijing
PRC
Reporting Accountants Deloitte Touche Tohmatsu
35/F, One Pacific Place
88 Queensway
Hong Kong
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Financial Advisor

Compliance Advisor

Receiving Banks

Orient Capital (Hong Kong) Limited
28/F-29/F

100 Queen’s Road Central

Central

Hong Kong

Anglo Chinese Corporate Finance, Limited
40/F, Two Exchange Square

8 Connaught Place

Central

Hong Kong

Standard Chartered Bank (Hong Kong) Limited
15/F Standard Chartered Tower

388 Kwun Tong Road

Hong Kong

Bank of Communications Co., Ltd. Hong Kong Branch
20 Pedder Street

Central

Hong Kong

Industrial and Commercial Bank of China (Asia)
Limited

33/F, ICBC Tower

3 Garden Road

Central

Hong Kong

Wing Lung Bank Limited
6/F, 45 Des Voeux Road Central
Hong Kong

87



CORPORATE INFORMATION

Registered Office 22/F, 23/F and 25-29/F, Building 2
No. 318 Zhongshan South Road
Shanghai
PRC

Headquarters and Principal Place of  22/F, 23/F and 25-29/F, Building 2
Business in the PRC No. 318 Zhongshan South Road
Shanghai
PRC

Principal Place of Business in Hong 28-29/F

Kong 100 Queen’s Road Central
Central
Hong Kong
Company’s Website www.dfzq.com.cn

(information contained in this website does not form part of
this prospectus)

Joint Company Secretaries Mr. Yang Yucheng (#5 5 i)
28/F, Building 2
No. 318 Zhongshan South Road
Shanghai
PRC

Ms. Leung Wing Han Sharon (###¥) (FCIS, FCS, CPA,
FCCA)
18/F, Tesbury Center
28 Queen’s Road East
Wan Chai
Hong Kong
Authorized Representatives Mr. Pan Xinjun (&2 5)

Mr. Jin Wenzhong (4:3CE)

Strategy Development Committee Mr. Wu Jianxiong (% &) (Chairman)
Mr. Pan Xinjun (i##)
Mr. Jin Wenzhong (4:3CE)
Mr. Tao Xiuming ({2 11)

Compliance and Risk Management Mr. Pan Xinjun (& &%) (Chairman)
Committee Mr. Jin Wenzhong (% 3CE)
Mr. Li Xiang (%)
Mr. Zhou Yao (Ji3%)
Mr. Li Zhigiang (%7 52)
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Audit Committee

Remuneration and Nomination
Committee

H Share Registrar

Principal Banks

Mr. Pan Fei (i&#€)(Chairman)
Mr. Wu Junhao (%:125%)

Mr. Xu Chao (#i#)

Mr. Xu Guoxiang (#&EI*)
Mr. Wei Anning (#% %)

Mr. Li Zhiqiang (& 58)(Chairman)
Mr. Zhang Qian (5&7)

Mr. Chen Bin (04)

Mr. Xu Guoxiang (#&EI#)

Mr. Wei Anning (J# %%

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17/F, Hopewell Centre

183 Queen’s Road East

Wan Chai

Hong Kong

Shanghai Pudong Development Bank Co., Ltd
Shanghai Branch

No.12 Zhongshan No. 1 Road East

Shanghai

PRC

Industrial and Commercial Bank of China Limited
Shanghai Branch

No.9 Pudong Avenue

Shanghai

PRC

Industrial Bank Co., Ltd.
Shanghai Branch
Shanghai Xingye Mansion
No.168, Jiangning Road
Shanghai

PRC

Bank of Shanghai Co., Ltd.
Huangpu Sub-branch
No.120 Fuzhou Road
Shanghai

PRC

Bank of Nanjing Co., Ltd.
Shanghai Branch

No0.933 Zhongshan North Road
Shanghai

PRC
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INDUSTRY OVERVIEW

This section contains information and statistics on our industry. The relevant information and
statistics are excerpted and drawn from various official or publicly available publications. Besides
statistics, market share data and industry information derived from open government data, the
information contained in this section is derived from Wind Info and Dealogic.

*  Wind Info: an integrated service provider of financial data, information and software
related to the Chinese domestic market. Historical data provided by Wind Info are
collected by Wind Info independently from various public information sources,
including, among others, the industry associations, the Shanghai Stock Exchange and
the Shenzhen Stock Exchange.

*  Dealogic: an international financial data and information provider. The database of
Dealogic encompasses information on equity and debt capital markets, syndicated
lending, M&As and institutional investors.

The information provided by Wind Info and Dealogic is not prepared by us, the Selling
Shareholders or Joint Sponsors, and it can be accessed by any person who is a subscriber of Wind
Info and Dealogic. We did not commission such institutions to provide the information and data
presented.

We believe that the sources of the information above are appropriate sources and have taken
reasonable care in extracting and reproducing such information. We have no reason to believe that
the information is false or misleading in any material respect or that any fact has been omitted that
would render the information false or misleading in any material respect. None of us, the Selling
Shareholders, Joint Sponsors, Joint Global Coordinators, Joint Bookrunners, Joint Lead Managers,
Underwriters, any of their respective directors, management, employees, advisors, agents or
representatives, or any of other parties involved in the Global Offering has independently verified
the information, or make any representation as to its accuracy. The information may not be
consistent with, and may not have been compiled with the same degree of accuracy or completeness
as, other information compiled within or outside China. Accordingly, the information contained in
this section, which is derived from official government or other third party sources, may not be
accurate and should not be unduly relied upon.

OVERVIEW OF THE PRC ECONOMY

China is the world’s second largest economy. In 2015, China achieved steady economic
growth, with nominal GDP reaching RMB67.7 trillion according to the preliminary accounting results
of the National Bureau of Statistics. From 2011 to 2015, the nominal GDP of China grew at a CAGR
of 8.7%. With China’s economic development, living standard of Chinese people has improved and
their wealth has steadily grown. From 2011 to 2015, the Chinese urban household’s per capita
disposable income grew at a CAGR of 9.4% from RMB21,810 to RMB31,195.

The PRC economy has entered a new mode, the “new normal”, after a rapid development phase
of 30 years. Growth rate of the real GDP has slowed down to 6.9% for 2015 as compared to 7.3% for
2014, and 6.7% for the first quarter of 2016 as compared to 7.0% for the first quarter of 2015, but the
economic structure is undergoing transformation and optimization coupled with the release of market
dynamics driven by innovation. Meanwhile, the strategic policies and measures, including “One Belt
One Road,” expansion of Shanghai Free Trade Zone, and the establishment of new free trade zones in
Guangdong, Tianjin and Fujian, provide new driving forces for economic development. In the financial
sector, the Chinese government continues to promote various reforms to facilitate the development of
the financial system, including internationalization of the Renminbi, liberalization of interest rates and
exchange rates, relaxation of capital controls, simplification of capital market approvals and
diversification of investment channels.

THE PRC CAPITAL MARKETS

Overview

The PRC capital markets are characterized by active trading activities, continued product
innovation, gradual improvement of market mechanisms and an increasing number of market
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participants in recent years, giving rise to multi-tiered capital markets while steadily implementing
reform and development initiatives. Thanks to the steady economic growth of China, the improvement
of its regulatory environment as well as the constant introduction of new financial products and
services, we believe that the PRC capital markets are maturing gradually, becoming more market
oriented with a more advanced legal system. The State Council promulgated Several Opinions on
Further Promoting the Healthy Development of the Capital Markets
(CBRTNHE— 2Pl e AT 5 f B8 J 1945 T2 )) and Outline for the 13th Five-year Plan for Economic and
Social Development in May 2014 and March 2016 respectively, aiming to establish the efficient, open
and inclusive multi-tiered capital markets with a sound structure, comprehensive functions and
transparent regulations by 2020, foster open, transparent and healthy capital markets, increase the
proportion of direct financing, lower the level of leverage in the overall economy, work towards the
implementation of a registration-based IPO regime, develop the multi-tiered equity financing market,
improve registration-based bond issuance regime and bonds market infrastructure, and develop
financial services catering to innovation.

Stock Market

The PRC stock market has experienced rapid growth since the establishment of the Shanghai

Stock Exchange and the Shenzhen Stock Exchange in 1990. The PRC stock market consists of the
main boards of the Shanghai Stock Exchange and the Shenzhen Stock Exchange, SME Board and the
ChiNext Board of the Shenzhen Stock Exchange, the NEEQ and regional equity exchanges. As of
December 31, 2015, the total market capitalization of the companies listed on the Shanghai Stock
Exchange and the Shenzhen Stock Exchange amounted to RMB53.1 trillion, ranking 2" in the world,
only after the United States. In 2015, gross stock trading turnover was RMB255.2 trillion, ranking
Ist in the world. From 2011 to 2015, the average daily turnover of stocks traded on the Shanghai Stock
Exchange increased to RMB545.5 billion from RMB97.4 billion, while the average daily turnover of
stocks traded on the Shenzhen Stock Exchange increased to RMB502.0 billion from RMB75.4 billion
in the same period. In 2015, the amount of equity financing in the Shanghai Stock Exchange and the
Shenzhen Stock Exchange was RMB871.3 billion and RMB668.9 billion, respectively. However, the
A share market has experienced a sharp decline and significant volatility since mid-June 2015 with the
Shanghai Stock Exchange Composite Index dropping to its low end of 2,927.3 at the closing of
August 26, 2015. The Shanghai Stock Exchange Composite Index further dropped to 2,655.7, its
lowest point since January 1, 2016, at the closing of January 28, 2016. The Shanghai Stock Exchange
Composite Index closed at 2,737.6, 2,688.0, 3,003.9, 2,938.3 and 2,916.6 respectively as of
January 29, 2016, February 29, 2016, March 31, 2016, April 29, 2016 and May 31, 2016. The
following table sets forth the number and market capitalization of the companies listed on the main
boards, the SME Board and the ChiNext Board, and the value of Shanghai Stock Exchange Composite
Index and Shenzhen Stock Exchange Component Index as of the dates indicated:
As of the Last Trading Day of

CAGR of 2011
2011 2012 2013 2014 2015 to 2015
(%)

Number of Listed Companies:
MainBoards ......... .. ... .. .. ... 1,415 1,438 1,433 1,475 1,559 2.5
SMEBoard .............. ... 646 701 701 732 777 4.7
ChiNextBoard ............ ... ... ... . ... 281 355 355 406 493 15.1
Total ........ ... .. ... 2,342 2,494 2,489 2,613 2,829 4.8

(RMB in billions) (%)
Market Capitalization:
MainBoards ............. . .. .. ... 17,989.5 19,282.2 18,682.1 29,963.8 37,143.7 19.9
SMEBoard .............. ... 2,7429 2,880.4 3,716.4 5,105.8 10,395.0 39.5
ChiNextBoard ............ ... ... ... ... ....... 743.4 873.1 1,509.2 2,185.1 5,591.6 65.6
Total ... ... ... .. .. . 21,475.8 23,035.7 23,907.7 37,254.7 53,130.4 254
Value of Indices:
Shanghai Stock Exchange Composite Index ........ 2,199.4 2269.1 2,116.0 3,234.7 3,539.2
Shenzhen Stock Exchange Component Index ....... 8,918.8 9,116.5 8,121.8 11,014.6 12,664.9

Source: Shanghai Stock Exchange and Shenzhen Stock Exchange
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The OTC market was established in January 2006. It was inherited by the NEEQ and converted
into a national platform in 2013. NEEQ provides channels for the public issuance, share transfer and
financing for non-listed joint-stock companies, providing capital markets access to small, medium and
micro enterprises. As of December 31, 2015, the number of NEEQ quoted companies was 5,129,
representing a significant increase from 356 as of December 31, 2013. In addition, there are regional
equity exchanges throughout the country, which mainly provide shares transfer services to non-listed
small and micro enterprises. The State Council Executive Meeting in December 2015 further promotes
to increase the number of companies listed on the NEEQ, and to standardize and develop the regional
equity markets. In addition, relevant laws will be more developed to promote the listing of start-ups
with special equity structure in the domestic market.

Bond Market

The PRC bond market has been growing rapidly in recent years. As of December 31, 2015, the
PRC bond market has become the world’s third largest. The total proceeds raised from bond issuances
by PRC companies increased from RMB4.9 trillion in 2011 to RMB22.2 trillion in 2015, representing
a CAGR of 46.0%. The PRC bond market has offered diversified products, including short-term
enterprise financing bills launched in 2005, corporate bonds in 2007, medium-term notes in 2008, SME
financial bonds in 2011, and SME private bonds in 2012. The following table sets forth the amount of
proceeds raised through the major types of bond issuances by PRC companies for the periods
indicated:

For the year ended December 31, CAGR of 2011
2011 2012 2013 2014 2015 to 2015
(RMB in billions) (%)

Short-term financing bills and medium-term

NOES .« ottt e 1,745.8 2,2782 2,311.3 3,163.0 4,556.6 27.1
Corporatebonds . ....................... 129.1 262.6 172.2 140.8 1,013.2 67.4
Enterprisebonds ........................ 248.5 6499 4752 697.2 668.7 28.1
Financialbonds ......................... 2,322.5 2,651.0 2,681.4 3,570.8 4,327.8 16.8
Convertible bonds and exchangeable bonds . . . 413 16.4 54.7 38.1 29.5 (8.1)
Bonds issued by government backed agencies

and local government bonds ............. 300.0 400.0 500.0 550.0 10,100.8 140.9
Asset-backed securities . .................. 1.3 28.1 28.0  331.0 605.7 366.5
Private placementnotes . . ................. 91.9 37509 564.8 1,007.9 885.3 76.2
Total ....... .. .. .. . 4,880.5 6,662.2 6,787.7 9,498.7 22,187.6 46.0

Source: Wind Info

In recent years, the PRC bond market has benefited from a series of favorable policies,
including improving the bond issuance mechanism, and encouraging innovation of bond products and
asset-backed securitization. In June 2014, the National Inter-Bank Funding Center approved 41 trial
market makers (including 13 securities firms) in addition to the original 25 market makers (including 3
securities firms) to engage in market-making activities in the PRC interbank bonds market. According
to the information published by the National Inter-Bank Funding Center, as of December 31, 2015, the
number of trial market makers in the PRC interbank bond market has expanded to 49 (including 17
securities firms). Together with the rapid development of the PRC bond market, risks also remain. In
2016, various issuers have defaulted on their corporate bonds in China, which have caused investors’
concerns, driven up the yields in the PRC bond markets, and affected the market sentiment and
investor appetite for corporate bonds.

Funds Market

The PRC funds market has experienced significant growth in recent years driven by the
accumulation of personal wealth and the favorable regulatory environment. According to the Asset
Management Association of China, as of March 31, 2016, there were 101 mutual fund management
companies offering 2,899 mutual funds, up 6.5% as compared with December 31, 2015. AUM of these
mutual funds amounted to RMB?7.8 trillion, down 7.4% as compared with December 31, 2015, mainly
due to market fluctuation during the period. In addition, according to the Asset Management
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Association of China, as of March 31, 2016, there were 25,901 private equity fund management
companies, up 3.6% as compared with December 31, 2015, including private securities investment
fund management companies, private equity investment fund management companies, venture capital
fund management companies and other types of fund management companies, registered in the Asset
Management Association of China with AUM amounting to RMB4.6 trillion, up 13.8% as compared
with December 31, 2015.

Derivatives Market

Currently, the PRC derivatives market available to securities firms consists primarily of the
commodity futures market, financial futures market, interest rate swaps market and stock options
market, among which, the futures market has experienced rapid development in recent years. The
commodity futures market in China has been one of the largest commodity futures markets in the
world. According to China Futures Association, total trading volume in the PRC commodity futures
increased at a CAGR of 9.8% from 2011 to 2015. The financial futures market has also been growing
rapidly in recent years. Stock index futures was launched in the PRC in April 2010, and its total trading
volume increased at a CAGR of 75.1% from 2011 to 2015. Treasury bond futures were re-listed for
trading in September 2013. In 2015, the accumulated trading volume for the year reached RMB6,010.7
billion. In March and April 2016, the PRC futures market experienced a surge in prices of some
commodities futures driven by excessive trading volume, followed by a rapid slide after regulators
introduced a number of measures to maintain market order such as tightening trading rules, raising
transaction fees, and barring suspicious accounts from trading.

On February 9, 2015, the SSE 50 ETF option was listed for trading. In 2015, the accumulated
trading turnover for the year reached 23.27 million contracts. Apart from the derivatives traded on
stock exchanges, other derivatives like OTC options are also traded in the OTC market in China.
According to the data of SAC, as of December 31, 2015, the outstanding original nominal principal
balance of the OTC derivatives amounted to RMB319.0 billion. All these developments will further
diversify product offerings and promote growth of the derivatives market in China.

In recent years, the Chinese government has encouraged and promoted the development of the
derivatives market. In January 2015, the CSRC promulgated the Administrative Measures for the Stock
Options Trading Trial Scheme (CBCERIIHERS il 868 #EH#A)) to allow PRC securities and futures firms
to engage in the trading and market-making of stock options. Going forward, as investors become more
professional and mature, market demand for structured financial products is expected to increase, and
more varieties of derivative products will be offered, among which, financial derivatives such as
foreign exchange futures and interest rate futures, which have been actively traded in developed
markets, are expected to launch in China, further diversifying the sources of revenue for the securities
industry.

Development Trends of the PRC Capital Markets
Continual Optimization of the Market Structure

Despite sustained and rapid growth of the PRC capital markets over the past years, there is still
significant potential for growth and optimization compared with major developed market. In terms of
the securities industry’s share of national economy, the securitization ratio (defined as the ratio of the
total market capitalization of securities market to GDP) of the PRC increased from 40.7% by the end of
2013 to 78.5% by the end of 2015. This represents substantial growth potential when compared with
the securitization ratio of the United States of 139.7% by the end of 2015. As for the structure of the
PRC capital markets, the current social financing in China is still dominated by indirect financing such
as bank borrowing despite gradual diversification. For example, the proportion of the amount of bank
borrowing to the total amount of social financing in China (including amounts raised through bank
borrowing, equity issuance and bond issuance) decreased from 67.4% in 2013 to 47.4% in 2015, which
was still far higher than 9.1% in the United States in 2015. We believe that direct financing will
dominate China’s financing in the future, thus bringing more opportunities to the securities industry.

Continual Development in Product Variety

With the continuous development and improvement of relevant laws and regulations, regulatory
policies and trading channels in the PRC capital markets, the PRC government has been constantly
promoting financial innovation and as a result, multi-tiered capital markets have taken shape. In recent
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years, alternative investments such as collateralized stock repurchase, income certificates, SME private
bonds and asset-backed securitization products, and derivatives such as stock index futures, treasury
bond futures and stock futures, have been launched, featuring international practice with Chinese
characteristics. Diversified investment products provide various and flexible investment vehicles for
capital markets participants and at the same time pose challenges to the securities industry in terms of
investment and research capabilities. We anticipate that investment and research capabilities will
gradually become the core differentiating factor for market players.

Continual Opening-up of the PRC Capital Markets

The rising prominence of the PRC economy in the world will drive the internationalization of
the PRC capital markets. The number and volume of IPOs, issuance of dim-sum bonds and cross-
border acquisitions by PRC companies have been constantly growing, creating an increasing demand
for Renminbi in the international market. The PRC capital markets will be more open with the
accelerated RMB internationalization and opening up of capital account.

The internationalization of Renminbi has driven the rapid development of both QFII and RQFII
with increased market size and number of participants. According to the SAFE, from December 30,
2011 to December 31, 2015, the investment quota of QFII had increased at a CAGR of 39.1%, while
number of QFII had increased by 155.7% in the same period. The investment quota of RQFII had
increased at a CAGR of 153.9%, while number of RQFII had increased by 1,440.0% in the same
period. In December 2015, Renminbi was included into the IMF’s SDR basket, representing another
milestone in Renminbi’s internationalization. The further opening-up of capital account and the
enhancement of Renminbi exchange rate determination mechanism will further encourage cross-border
circulation of Renminbi and enhance interaction across financial markets, thus benefiting cross-border
businesses.

In November 2014, the CSRC and the SFC launched “the Shanghai-Hong Kong Stock Connect
program”. In the meantime, the proposed “Shenzhen-Hong Kong Stock Connect program” is also
planned to further strengthen the financial connection between China and Hong Kong. The gap of the
market standards and regulations between China and Hong Kong is expected to narrow gradually. In
May 2015, the CSRC and the SFC launched the plan of mutually recognizing mutual funds. The
mutual recognition of funds between China Mainland and Hong Kong will provide more channels for
overseas investors to invest in the PRC capital markets and more overseas products for investors in
China.

The restrictions on foreign participation in the PRC capital markets and the securities market
have been relaxed in recent years. In October 2012, the CSRC increased the foreign ownership cap in a
foreign-invested securities firm from 33.3% to 49%. In August 2013, access restrictions into the PRC
securities market were further relaxed for investors based in Hong Kong and Macau whereby the
equity proportion of Hong Kong and Macao shareholders in a joint-venture securities firm established
in Shanghai, Guangdong province and Shenzhen can be up to 51%. Under this arrangement, an eligible
foreign-invested securities firm may obtain full securities business licenses, no longer limiting its
business scopes to stocks and bonds underwriting and sponsorship, foreign shares brokerage, bonds
brokerage, and securities investment and trading.

THE PRC SECURITIES INDUSTRY
Overview

The PRC securities industry has entered a rapid development phase. According to SAC, as of
December 31, 2015, there are 125 registered securities firms in the PRC. As of the same date, the total
assets, net assets and net capital of PRC securities firms amounted to RMB6.4 trillion, RMB1.5 trillion
and RMB1.3 trillion, respectively. From 2011 to 2015, the operating income in the PRC securities
industry had increased from RMB136.0 billion to RMB575.2 billion, with a CAGR of 43.4%); the net
income had increased from RMB39.4 billion to RMB244.8 billion, with a CAGR of 57.9%. In 2015,
the return on average net assets of the PRC securities industry reached 20.7%.
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Competitive Landscape of the PRC Securities Industry

The PRC securities industry is highly competitive. The top five PRC securities firms (in terms
of total assets) accounted for only 29.3% of the industry’s aggregate operating income in 2015 on a
consolidated basis. In addition, competition between securities firms and other financial institutions
also exists in various business segments. For instance, securities firms compete with banks, insurance
companies and trust companies in asset management business, and face intense competition from
commercial banks in the debt underwriting business. With the recent development of Internet finance,
online businesses of securities firms also face competition from non-traditional financial institutions
such as internet companies. As the PRC securities license may be granted to financial institutions such
as commercial banks in the future, this will likely bring new challenges to securities firms but at the
same time promote the transformation and innovation of both products and businesses of PRC
securities firms.

The following table sets forth the total assets, net assets, net capital, operating income and net
profit of the top 15 PRC securities firms by total assets:

Year ended
As of December 31, 2015 December 31, 2015
Net Operating
Name Total assets  Net assets capital income Net profit
(RMB in millions)

CITIC Securities . . ..o vttt it 616,108.2 141,737.1 89,415.2 56,013.4  20,360.3
Haitong Securities ............... ..., 576,448.9 116,927.7 85,521.2 38,086.3 16,841.3
GuotaiJunan............ ... ... i 454,342.4  101,636.7 77,336.4 37,596.6 16,694.8
Huatai Securities. . .........oeiiininienennn.. 452,614.6 81,528.8 52,362.0 26,261.9 10,797.9
GF Securities ..............iiiiiiii i 419,097.0 79,820.8 64,346.3 33,446.6 13,612.4
Shenwan Hongyuan .............. ... ... ......... 333,569.5 51,865.8 33,000.0 30,462.6 12,428.4
China Galaxy Securities. ...............coveuernenn.. 300,655.6 57,249.4 60,638.0 26,259.9 9,876.7
China Merchants Securities ......................... 291,655.6 48,431.8 37,153.9 25,291.8 10,928.3
GuoSen SeCUrities . . ... ..vvtt et 2443529 49,887.5 47,839.1 29,139.1 13,948.8
Orient SeCUrities. ... ..........tiriie ... 207,897.6  35,375.7  25,758.9 15,434.7 7,374.2
Everbright Securities. .......... ... ... .. ... ... ... 197,072.8 42,423.6 36,574.4 16,571.1 7,746.9
China Securities. . ..........uuueinirnineennann.. 183,188.4 30,182.9 24,476.6 19,011.2 8,651.9
Founder Securities. . .............c i 154,425.2 35,524.7 18,139.3 10,915.0 4,098.5
Essence Securities ..............coiiiiiiiiii... 136,307.4  21,658.4 21,403.2 13,241.2 4,600.9
Zhongtai Securities . . .. ...t 136,014.8 32,186.9 18,455.7 15,045.3 6,090.5

Total .. ..o 4,703,750.8  926,437.9 692,420.2 392,776.9 164,051.6

Note:
Financial data are prepared based on PRC GAAP. Total assets, net assets, operating income and net profit data are presented on a consolidated
basis. Net capital data are presented on an unconsolidated basis.

Source: Wind Info

Securities firms derive revenue primarily from wealth management, investment management,
securities sales and trading, and investment banking businesses.

Wealth Management
Securities Brokerage Business

According to Wind Info, the total trading volume for stocks and funds of the PRC securities
industry amounted to RMB270.3 trillion in 2015, compared to RMB42.8 trillion in 2011, representing
a CAGR of 58.5%. Since the second half of 2015, A share market experienced significant volatility,
which adversely affected the securities trading activities. According to Wind Info and data published
by the relevant stock exchanges, the total trading volume for stocks and funds of the PRC securities
industry decreased by 12.0% to RMB45.7 trillion in the first quarter of 2016 from RMBS51.9 trillion in
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the first quarter of 2015. Our Directors believe that such market trend may continue in 2016.
According to SAC, the net operating income from trading of securities on behalf of clients amounted to
RMB269.1 billion in 2015, compared to RMB68.9 billion in 2011, representing a CAGR of 40.6%.
According to CSDC, as of December 31, 2015, the number of PRC securities accounts amounted to
99.11 million. In recent years, significant changes have taken place in terms of market environment
and business development of the PRC securities brokerage business. In November 2012, CSRC
permitted securities firms to sell financial products or introduce buyers of financial products. In
December 2012, the SAC allowed securities firms to further expand network coverage through setting
up capital-light branches. In March 2013, CSRC relaxed restrictions on (i) the qualification of
securities firms to establish branches and (ii) the number of branches. In March 2013, CSDC stipulated
that securities firms may offer off-site account opening service for their clients. In addition, in
November 2014, the Shanghai-Hong Kong Stock Connect program was officially launched, through
which investors may invest in designated stocks on the Hong Kong Stock Exchange and the Shanghai
Stock Exchange. On February 9, 2015, stock options were officially available on the Shanghai Stock
Exchange. In April 13, 2015, “one-person-one-account” restriction was lifted. In addition, securities
firms have been integrating their own resources in recent years, developing comprehensive prime
brokerage services including fund custody, settlement and agency payment service, trading analysis,
and liquidity management.

Futures Brokerage Business

Securities firms may engage in futures brokerage business by establishing futures subsidiaries.
In recent years, the product categories of futures trading have been increasing continually, including
but not limited to stock index futures being introduced in 2010 and financial futures such as treasury
bond futures being reintroduced in 2013. By the end of 2015, there were 150 futures companies in
China. For the year ended December 31, 2015, the accumulative futures trading volume in China
amounted to RMB554.2 trillion, with year-on-year growth of 89.8%.

Securities Financing Business

In March 2010, CSRC officially permitted securities firms to engage in margin financing and
securities lending business. Thereafter, the balance of margin financing and securities lending had
grown from RMB38.2 billion as of December 31, 2011 to RMB1,174.3 billion as of December 31,
2015, representing a CAGR of 135.5%. The net interest income of the PRC securities industry was
RMB59.1 billion in 2015 as compared to RMB5.3 billion in 2012, representing a CAGR of 124.0%.
In June 2013, collateralized stock repurchase business was launched on both the Shanghai Stock
Exchange and the Shenzhen Stock Exchange. According to Wind Info, the number of collateralized
stock repurchase transactions increased from 728 in 2013 to 1,943 in 2014 and further to 2,962 in
2015.

The following table sets forth the summary of the top ten PRC securities firms in collateralized
stock repurchase business in China in 2015:

China
Haitong CITIC Huatai Guotai Zhongtai Guosen GF Huarong | Orient |Merchants
Securities Securities Securities Junan Securities Securities Securities Securities | Securities | Securities

(RMB in billions, except percentages)
Transaction amount to be
repurchased on Shanghai
Stock Exchange and
Shenzhen Stock Exchange
(market value) ............ 57.5 529 389 33.6 27.0 26.3 25.8 25.7 25.0 229
Market share ............ ... 8.1% 7.5% 55%  47%  3.8% 3.7% 3.6% 3.6% 3.5% 3.2%

Source: Shanghai Stock Exchange and Shenzhen Stock Exchange
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Investment Management

Securities Firm Asset Management

The asset management business of PRC securities firms has developed rapidly. In 2015, the
operating income from the securities firm asset management business of the PRC securities industry
was RMB27.5 billion as compared to RMB2.1 billion in 2011, representing a CAGR of 89.9%. The
total AUM of PRC securities firms increased from RMB281.9 billion in 2011 to RMB11.9 trillion as of
December 31, 2015, representing a CAGR of 154.8%. In addition, asset-backed securitization products
in the PRC also have significant growth opportunities. From January 1, 2012 to December 31, 2015,
the total issuance size of asset-backed securitization products in the inter-bank bond markets and stock
exchanges in the PRC amounted to RMB658.4 billion.

The following table sets forth the total AUM and corresponding operating income from
securities firm asset management business in the PRC securities industry from 2011 to 2015:

As of December 31/Year ended December 31,

2011 2012 2013 2014 2015
AUM (RMB inbillions) ........... ... oo, 2819 1,890.0 5,200.0 7,970.0 11,880.0
Operating income of securities firm asset management
business (RMB inmillions) ........................ 2,113.0 2,676.0 7,030.0 12,435.0 27,488.0
Source: SAC
Mutual Fund Management

Supported by a favorable regulatory environment and accumulation of personal wealth, the
mutual funds market in the PRC has experienced significant growth in recent years. According to the
Asset Management Association of China, the total AUM of mutual funds managed by the fund
management firms in the PRC had grown from RMB2.2 trillion as of December 31, 2011 to
RMBS8.4 trillion as of December 31, 2015, representing a CAGR of 39.9%. As of December 31, 2015,
AUM of fund management firms and segregated accounts of their subsidiaries amounted to
RMBI12.6 trillion. In February 2013, the CSRC issued licenses to allow securities firms to raise and
manage mutual funds. Securities firms are expected to gain a larger market share in asset management
business through offering diversified products.

Private Equity Management

The private equity management business of PRC securities firms has developed rapidly in
recent years. In July 2011, CSRC issued guidelines to permit private equity subsidiaries of PRC
securities firms to raise funds through private placements and engage in angel investment, venture
capital, pre-IPO and M&A investments. The SAC further broadened the private equity investment
scope and relaxed the regulations on the business in January 2014. We believe that this trend will drive
the transformation of the private equity business of securities firms from a pure principal investment
model to an investment management model. In recent years, procedures and requirements for the
registration and filing of private equity funds have been clarified and tightened. The private equity
funds industry in the PRC has hence entered a stage of standardization and growth. According to SAC,
the registered capital of private equity subsidiaries of PRC securities firms had grown from RMB40.0
billion as of December 31, 2013 to RMB47.8 billion as of December 31, 2015, representing a CAGR
of 9.9%. The number of private equity funds founded by private equity subsidiaries of PRC securities
firms increased from 38 as of December 31, 2013 to 175 as of December 31, 2015, the AUM of which
increased from RMB30.5 billion as of December 31, 2013 to RMB119.3 billion as of December 31,
2015, representing a CAGR of 97.8%.
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Securities Sales and Trading
Proprietary Trading

In 2015, the investment income (including fair value changes) of the PRC securities industry
was RMB141.4 billion as compared to RMBS5.0 billion in 2011, representing a CAGR of 130.9%. In
November 2012, CSRC significantly broadened the investment scope for the proprietary trading
business of securities firms to include securities on the exchanges, OTC market and domestic interbank
market and securities traded over the counter of PRC financial institutions. With the launch of stock
index futures, treasury bond futures and stock options, the trading strategies and investment
instruments available to PRC securities firms have diversified over time. As a result, their trading and
liquidity risks management capabilities are also improving. In May 2014, the CSRC promulgated
guidelines to encourage the development of FICC innovative business. In August 2014, the SAC
promulgated provisions to permit securities firms to engage in OTC businesses and provide market-
making service for non-standardized financial products. In January 2015, the CSRC promulgated
regulations to allow PRC securities firms to engage in the trading and market-making of stock options.
When the A share market experienced considerable volatility since the second quarter of 2015, the
PRC government has introduced measures to stabilize the market, included in which is the undertaking
by 21 PRC securities firms to not reduce their net equity position in their respective proprietary trading
portfolio to the level below the position as of July 3, 2015 and to increase the net equity position as
appropriate, unless the Shanghai Stock Exchange Composite Index reaches 4,500 or above.

Market-making Services

With more relaxed regulations and specified implementation details, PRC securities firms have
engaged in market-making business for ETFs, the NEEQ and stock options in recent years. In May
2015, the CSRC specified the requirements and obligations for securities firms to engage in liquidity
service businesses, thus introducing and further regulating the market-making system for the PRC ETF
market. In June 2014, the Administrative Provisions on Market-making Business of Market Makers of
the National Equities Exchange and Quotations (Trial Implementation)
(CRB /M SR R R MO P T SE B I e l4T) D) was  officially  promulgated  and
implemented, which formed the basic framework of the market-making and share transfer businesses
for the NEEQ. A total of 82 securities firms were qualified as market markers on the NEEQ as of
December 31, 2015. In February 2015, SH50ETF became listed on the Shanghai Stock Exchange. As
of December 31, 2015, a total of eight securities firms were qualified as the primary market markers of
SHSOETF Options on the Shanghai Stock Exchange.

Alternative Investment

In April 2011, the CSRC promulgated regulations to allow PRC securities firms to establish
subsidiaries to invest in financial products that are beyond the permitted scope of their securities
investment and trading portfolios. These subsidiaries can engage in alternative investments to provide
a new source of revenue for the related PRC securities firms. This development enabled securities
firms to invest in private placements, non-standardized fixed-income products and structured products,
thus forming a diversified business model covering various asset classes and markets with different
investment strategies.

Investment Banking

In 2015, the operating income from underwriting and sponsorship as well as financial advisory
business in the PRC securities industry was RMB39.4 billion and RMB13.8 billion, respectively,
totaling RMBS53.1 billion as compared to RMB24.1 billion in 2011, representing a CAGR of 21.8%.
The CSRC has continually promoted the reform of the IPO regime. In 2014, the regulatory authorities
introduced a set of favorable policies to promote the development of M&A business such as increasing
the allowed proportion of transaction financing from no more than 25% of total consideration to no
more than 100%, increasing transparency through disclosing review comments on M&As and
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reorganization transactions and improvising favorable tax policies on such transactions, which lowered
relevant taxes and transactional costs. In 2014, the NEEQ saw continuous innovation in trading system,
experienced rapid expansion in scale, and introduced various direct financing instruments, such as
preferred shares and exchangeable bonds.

Investment banking is one of the major businesses in which foreign-invested securities firms
are permitted to engage. As of July 2015, there were 11 foreign-invested PRC securities firms®), four
of which only engages in underwriting and sponsorship businesses for stocks (including RMB-
denominated ordinary shares and foreign shares) and bonds (including government bonds and
corporate bonds).

Equity Underwriting and Sponsorship

The total amount of equity offerings in the PRC amounted to RMB1,540.2 billion in 2015.
Equity offerings in the PRC are affected by government regulatory policies and stock market volatility.
The following table sets forth the amount of capital raised from equity offerings in the PRC during the
indicated periods:

Year ended December 31,
2011 2012 2013 2014 2015
(RMB in billions)

TPOS o 2824 1034 0.0 669 157.8
Follow-on equity offerings . ............. .. ... ... ... oo, 485.9 390.2 427.8 7523 13824
Total ... .. 768.3 493.7 427.8 819.2 1,540.2

Source: Shanghai Stock Exchange and Shenzhen Stock Exchange, follow-on equity offerings include follow-on offerings and rights issues.
The offering expense has not been deducted.

In recent years, the PRC government has been continually and actively conducting research and
creating conditions for the implementation of a registration-based PO regime. The timing of its
implementation remains unclear. If implemented, we expect it will stimulate the A share market.
Meanwhile, securities firms are required to meet higher standards of professional expertise and services.
Medium- and large-sized securities firms with stronger research, pricing and sales capabilities will benefit
most from this reform.

Note:
(M Foreign investors of two of the 11 foreign-invested securities firms are controlled by entities located in the PRC, and are not considered
as international investors for the purpose of this prospectus.
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Debt Underwriting

Capital raised from bond offerings underwritten by PRC securities firms increased from
RMB949.0 billion in 2011 to RMB3,095.3 billion in 2015, representing a CAGR of 34.4%, among
which the total amount of corporate bonds and enterprise bonds underwritten increased from
RMB371.5 billion in 2011 to RMB1,355.6 billion in 2015, representing a CAGR of 38.2%. The
following table sets forth the amount of capital raised from bond offerings in China underwritten by
PRC securities firms during the periods indicated.

Year ended December 31, CAGR of
2011 2012 2013 2014 2015 2011 to 2015

(RMB in billions) (%)

Short-term financing bills and medium-term notes ....... 65.2 67.9 63.3 106.7 187.1 30.1
Corporatebonds . ..............o i 129.1 262.5 171.2 141.1 1,015.7 67.5
Enterprisebonds ........... .. .. .. .. . ... .. 2423 6499 471.0 694.1 3399 8.8
Financialbonds ........ ... ... ... ... .. .. . .. 366.2 4627 221.6 4979 6924 17.3
Convertiblebonds ............ .. ... ... ... ... ... 41.3 16.4 545 32.1 9.8  (30.2)
Bonds issued by government backed agencies and local

governmentbonds .......... ... ... .. ..., 100.0 150.0 150.0 151.6 192.2 17.7
Asset-backed securities . .......... . .o 1.3 244 232 3098 5335 3519
Private placementnotes . . .. ........... .. ... .. ... ... 35 7.1 17.1 64.1 100.8 131.6
Others . ......couniii 0.0 0.1 0.6 7.0 239 —
Total ... ... ... ... 949.0 1,641.1 1,172.5 2,004.4 3,095.3 34.4

Source: Wind Info

Financial Advisory

The transformation of China’s industrial structures have raised enterprises’ demand for M&As,
driving rapid growth of China’s M&A and restructuring market. According to Dealogic, the total value
of M&A transactions in China for the year ended December 31, 2015 amounted to US$769.6 billion,
representing a significant increase as compared with US$241.3 billion for the full year of 2011. The
total value of cross-border M&A transactions for the year ended December 31, 2015 was US$152.8
billion as compared with US$101.9 billion for the full year of 2011.

In recent years, the CSRC has promulgated various regulations to simplify the approval process
for M&As and restructuring transactions, encourage the participation of M&A funds and industrial
investment funds in such transactions involving listed companies, improve pricing mechanism for
equity offerings in acquisition financing and expanded the use of innovative financing instruments in
these transactions. The accelerated implementation of “One Belt and One Road” framework also
brings new opportunities for large state-owned enterprises to carry out overseas M&As by
implementing the “Go Global” strategy. We believe that these developments will generate substantial
opportunities for financial advisory business in the PRC M&A and restructuring market in the future.

Other Emerging Businesses

As regulatory restrictions gradually relaxed in recent years, the PRC securities industry began
to offer a greater variety of innovative products and services to clients. Securities firms launched new
businesses such as repurchase agreements, dealer-quoted bond repurchase agreements, structured notes
and asset-backed securitization products to meet clients’ needs for trading, investment, financing and
liquidity. In August 2014, the SAC permitted the securities firms to issue, sell or transfer a variety of
products on the OTC market, including asset management schemes and structured notes that are set up
or underwritten in the form of non-public offering by securities firms and their subsidiaries, and
products issued by banks, insurance companies or trust companies. We believe that these emerging
securities businesses have strong growth potential in the future.
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DEVELOPMENT TRENDS OF THE PRC SECURITIES INDUSTRY
Diversification of the securities industry driven by regulatory reform and innovation

The PRC securities industry is undergoing accelerated reforms with innovations, generating
more business opportunities for securities firms in products and services through regulatory innovation,
expanding the service scope of the securities industry as well as penetrating into other traditional
financial industries.

In May 2014, the CSRC further promoted the innovative development of securities businesses
in three aspects: building modern investment banks, supporting business and product innovations, and
promoting regulatory reform. In terms of asset management business, the investment scope and use of
funds of the CAM schemes are gradually broadened. In terms of brokerage business, securities firms
are able to sell financial products or introduce financial product buyers, conduct market expansion
through off-site account opening services and “one-person-multiple-account” policy, and achieve the
interconnection of Shanghai and Hong Kong stock markets through Shanghai-Hong Kong Stock
Connect. In terms of investment banking business, the CSRC further improved the offering and trading
management mechanism for corporate bonds in January 2015 and implemented a new regime for IPOs
in January 2016 that introduced a number of initiatives including lifting the requirement with respect to
deposit of funds in the subscription of IPO shares. It is now creating conditions for the implementation
of a registration-based IPO regime and simplifying the application procedures for M&As involving
listed companies.

In addition, innovative financial products are continually being introduced in the PRC securities
industry, such as collateralized stock repurchase, income certificates, private placement notes for
SMEs and asset-backed securitization products. Securities firms’ engagement in credit equivalent
business and innovative corporate financing business has increased significantly and the securities
industry has been increasingly penetrating into other traditional financial industries. Supported by the
favorable policies of the CSRC, securities firms are expanding their balance sheets, trying to increase
their capital through IPOs and follow-on offerings, and increase their business scale by issuing debt
instruments. We believe that such regulatory initiatives will effectively improve the profitability of the
securities firms and expand their sources of funding, and ultimately accelerate the development of the
PRC securities industry.

Rapid growth of wealth management and asset management business driven by growth of wealth

Driven by China’s strong economic growth over the past 20 years, the continuous growth of
household wealth generates significant demand for wealth management and other financial services.
The amount of Renminbi and foreign currency deposits by PRC residents grew from RMB35.2 trillion
as of December 31, 2011 to RMB55.2 trillion as of December 31, 2015, representing a CAGR of
11.9%. The demand from the residents, especially the affluent individuals, for diversified asset
allocation, has become an important driving force for the wealth management business of PRC
securities firms.

Capitalizing on the huge client base of the wealth management business, cross-selling
capabilities and professional capabilities in the securities market, the asset management business of
PRC securities firms has achieved steady growth in the past five years with substantial development
and innovation in asset management products and mutual fund products. The CSRC has also taken a
series of measures to encourage securities firms to promote products and services innovation and
implement diversified development strategies and differentiated pricing structures. We believe that
these measures will diversify the investment variety of the asset management business of securities
firms and drive the innovation and development of their asset management business.
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Continual development of professional services capacity driven by the growing participation of
institutional investors

At present, retail investors have been the primary participants in the PRC stock market.
However, with the reform and development of the PRC capital markets, the participation of
institutional investors has been gradually increasing in recent years. The number of A share accounts
held by institutional investors increased from 117,316 as of December 31, 2011 to 171,689 as of
December 31, 2015, representing a CAGR of 10.0%. The institutional investors include but not limited
to securities firms, securities investment funds, segregated wealth management accounts, social
security funds, corporate annuity, QFII, RQFII, insurance companies and trusts. Compared with retail
investors, institutional investors have stronger demand for professional services, such as value-added
services and customized structured products.

THE COMPETITIVE FACTORS OF THE PRC SECURITIES INDUSTRY IN THE
FUTURE

We believe that securities firms with the following capabilities will have competitive
advantages during the transformation of the PRC securities industry:

* Investment and research capabilities. As the securities industry continually expands its
investment scope and diversifies its investment portfolios, the investment and research
capabilities for conducting in-depth research on various target assets would be the core
competitiveness for securities firms to form accurate judgment, based on which they can
make acute investment decisions tailored to their own and the clients’ needs for securities
sales and trading, wealth management and asset management.

*  High-end wealth management capabilities. In recent years, with the rapid growth of the
wealth of PRC residents, demands for wealth management products have been rising.
Although the current wealth management business has satisfied the clients’ basic needs to
a certain degree, there is still significant growth potential for wealth management business.
In addition, HNWIs and institutional investors will further drive the demands for value-
added services and customized structured products.

* Financial innovation capabilities based on clients’ needs. With the increasing
participation of institutional investors in the PRC capital markets, securities firms need to
offer innovative and competitive products and services to meet the demands for
customized financial services. In addition to standard products, securities firms have
developed a number of innovative products, such as collateralized stock repurchase,
repurchase agreement transactions, income certificates, private placement notes for SMEs,
and asset-backed securitization products to meet clients’ diversified demands. In addition,
strong business collaboration and cross-selling capabilities are essential for securities
firms to remain competitive. They will be able to expand market share and increase client
loyalty with their comprehensive understanding of clients’ needs and provision of “one-
stop” products and services accordingly.

*  Comprehensive risk management capacities, and prudent and effective risk control
system. As the development of innovative business accelerates, securities firms shall
establish a sound risk management system, improve its risk management capabilities and
achieve dynamic balance between innovative development and risk management. These
measures will lay a solid foundation for innovation as well as effectively coping with the
increasing challenges in risk management, including liquidity risk, credit risk, market risk,
operational risk, compliance risk and legal risk. With the rapid development of capital-
based intermediary businesses including margin financing and securities lending as well as
collateralized stock repurchase, the securities firms are transforming from pure channel
service providers to capital service providers. As such, they are also shifting from a
compliance-centric system to a comprehensive risk management system. As a result, it is
expected that the comprehensive risk management capacities as well as prudent and
effective risk control system will be the foundation for competitiveness for securities firms
in the future.
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Service capabilities of Internet finance. The rapid development of Internet finance
promotes the transformation of the business model for securities firms. Securities firms are
actively developing a number of Internet based services on their own online platforms,
such as online account opening, online trading, wealth management products sales and
financing, breaking through the physical constraint of branches to access more clients as
well as lower the operating cost. These developments will improve client service
capabilities, increase operating efficiency and promote product innovations for securities
firms.

International expansion and development capabilities. As the PRC capital markets
continue to develop, securities firms are expected to conduct international business
through establishing overseas subsidiaries by organic growth as well as acquisitions,
leveraging domestic and overseas resources to achieve synergistic growth. Currently, there
are a lot of potential opportunities in relation to internationalization of the PRC securities
industry: (i) an increasing number of PRC enterprises are seeking overseas financing and
M&A opportunities; (ii)) QDII businesses have developed rapidly over the years; and
(iii)) many PRC enterprises have become listed overseas, offering substantial business
opportunities for PRC securities firms to “Go Global” as well. Well-established
capabilities for global expansion and development will be critical in competing in the
increasingly internationalized capital markets.
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REGULATORY ENVIRONMENT OF THE PRC
Overview

The Company is a securities firm in the PRC and is primarily engaged in the business of
securities and futures. The Company is subject to the regulations of the CSRC and other authorities.
The securities and futures business of the Company is subject to the applicable regulations of the PRC
in the areas of industry entry, business regulation, corporate governance and risk control. Our
operations shall also comply with other general regulations of the PRC, including laws, regulations,
rules and other regulatory documents in respect of foreign exchange control, taxation and anti-money
laundering.

Major Regulatory Authorities and Self-Regulatory Organizations

The operations of the Company are mainly supervised and regulated by the following
authorities in the PRC:

CSRC

The CSRC is the major regulatory authority in the securities and futures industry, which is
responsible for the unified supervision and management of the securities and futures markets of the
PRC and for maintaining the market order thereof, and to secure their lawful operations in accordance
with the laws, regulations and within the authorization of the State Council. According to the Securities
Law (amended on August 31, 2014 with immediate effect) and the Administrative Regulations on
Futures Trading (amended on February 6, 2016) (25 & #6H1)), the main duties of the CSRC
include: to formulate the regulations and rules in relation to the supervision and regulation of the
securities and futures markets and to exercise the rights of examination, approval or verification
according to law; to supervise and regulate the issuance, listing, trading, registration, deposit and
settlement of securities and other related activities and the listing, trading, settlement and delivery of
futures and related activities; to supervise and regulate the securities activities of securities issuers,
listed companies, securities firms, securities investment fund management companies, securities
service organizations, stock exchanges and securities registration and settlement organizations, as well
as futures activities of market participants, including futures exchanges, futures companies, other
futures business institutions, non-futures companies clearing member, futures margin security
depository management companies, futures margin depository banks, settlement houses and so forth;
to legally determine and supervise the qualification standards and codes of conduct of participants
engaged in securities and futures businesses; to legally supervise the disclosure of information in
relation to the issuance, listing and trading of securities and information on futures trading; to legally
guide and supervise the activities of the SAC and the China Futures Association (“CFA”); to
investigate activities in violation of laws and administrative regulations in relation to the securities and
futures markets; to conduct external and international cooperative transactions in relation to the
supervision and management of the securities and futures industries; and to perform other duties
stipulated by the relevant laws and administrative regulations.

Stock Exchanges

According to the Securities Law, a stock exchange is a self-regulatory legal entity, which
provides venues and facilities for the centralized trading of securities, and organizes and supervises the
trading of securities. Shanghai Stock Exchange and Shenzhen Stock Exchange are the two major stock
exchanges in the PRC.
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Futures Exchanges

AU D

Under the Administrative Regulations on Futures Trading ((WEZHEHUEMD), a futures
exchange is a non-profit self-regulatory legal entity, which provides venues and facilities for the
centralized trading of futures and organizes and supervises the trading of futures. The main duties of a
futures exchange include: to provide venues, facilities and services for trading; to design futures
trading contracts and to arrange the listing of futures trading contracts; to organize and supervise the
trading, clearing and settlement of futures; to provide centralized performance guarantees for futures
trading; to supervise and manage its members in accordance with its articles of association and trading
rules; and to perform other duties as specified by the CSRC.

§4C

According to the relevant provisions of the Securities Law, the SAC is a self-regulatory
organization of the securities industry and is a non-profit public legal entity. Securities firms shall join
the SAC. The main duties of the SAC include: to educate and advise its members to comply with the
securities laws and administrative rules; to protect the lawful rights and interests of its members and
forward their proposals and requests to the securities supervision and management authorities; to
collect and compile information of securities activities for the members’ reference; to formulate rules
of the SAC with which the members shall comply, and to organize training programs and seminars for
futures practitioners and its members; to mediate disputes arising from securities business between its
members or between members and their clients; to organize for its members the study of development,
operation and other matters of the securities industry; to monitor and investigate the conduct of
members and take disciplinary actions against them for violation of laws, administrative rules or its
articles of association in accordance with relevant provisions; and to perform other duties stipulated in
the articles of association of the SAC.

CFA

Pursuant to the relevant provisions of the Administration Regulations on Futures Trading
(B 5 EHEG))), the CFA is a self-regulatory organization of the futures industry and is a non-
profit public legal entity. Futures companies and other organizations specializing in the business of
futures shall join the CFA. The main duties of the CFA include: to educate and advise its members to
comply with the laws, regulations and policies in relation to futures; to formulate self-regulatory rules
binding on its members and to supervise and examine the conduct of its members and take disciplinary
actions against the violation of its articles of association or self-regulatory rules in accordance with
relevant provisions; to accredit, manage and de-register the qualifications of futures practitioners; to
deal with complaints of clients and in relation to the futures business and to mediate disputes between
members or between members and their clients; to protect the lawful rights and interests of its
members and forward their proposals and requests to the futures supervision and management
authorities of the State Council; to organize training and seminars for futures practitioners; to organize
for its members the study of development, operation and other matters of the futures industry; and to
perform other duties stipulated in the articles of association of the CFA.

Asset Management Association of China (AMAC)

Pursuant to the relevant provisions of the Law of the People’s Republic of China on Securities
Investment Fund ({3 AN RILABRE J5 1% G 41%)) (the “Securities Investment Fund Law”) (amended
on April 24, 2015 with immediate effect), AMAC is a self-regulatory organization of the securities
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investment fund industry and is a public legal entity. Fund managers and fund custodians shall join
AMAUC, and fund service organizations may join AMAC. The main duties of AMAC include: to
educate and advise its members to comply with the laws and administrative rules governing securities
investments and to protect the lawful rights and interests of the investors; to protect the lawful rights
and interests of its members and to submit their proposals and requests; to formulate and implement
self-regulatory rules, to supervise and investigate the practices of its members and practitioners, and to
take disciplinary actions against the violation of the self-regulatory rules and its articles of association
in accordance with relevant provisions; to formulate practice standards and business rules and to
organize the qualification examinations, qualification management and professional training for fund
practitioners; to provide membership service, organize seminars, promote innovation and launch
propaganda and investor education activities in the securities industry; to mediate disputes arising from
fund business between members or between members and their clients; to handle the registration and
filing of non-publicly offered funds in accordance with the law; and to perform other duties stipulated
in its articles of association.

Other Industry Organizations

Other major industry organizations include PBOC, SAFE, CSDC, China Securities Investor
Protection Fund Corporation Limited (TEI# %% & # RiiseA ML), China Futures Margin
Monitoring Center Co., Ltd. (FEMERESEL T OARAF), China Financial Futures Exchange
(hE R B2 5 1), the National Association of Financial Market Institutional Investors
(T ESRAT RT3 2C 5 Rt ), China Insurance Regulatory Commission (CIRC) (IR B H % B 6),
National Equities Exchange and Quotations Company Limited (& H /M€ AR HAARA ) and
China Securities Finance Corporation (H & 7 : fl i3 A FR 2 /).

Industry Entry Requirements
Industry Entry Requirements of Securities Firms
Establishment

The Securities Law and the Regulations on Supervision and Administration of Securities Firms
(GGB 7 Al BB HGRBD)) (effective from June 1, 2008 and amended on July 29, 2014), explicitly set out
the scope of business, industry entry standards, organizations, business rules of securities firms and
other requirements for the operations of securities firms. The establishment of a securities firm shall be
approved by the CSRC and the securities firm shall obtain a business license by meeting the following
conditions:

* its articles of association shall comply with the laws and administrative regulations;

* its major shareholders shall have sustainable profitability, good reputation and no record
of major violation of laws or regulations in last three years, and shall have net assets of not
less than RMB200 million;

o it shall have the necessary registered capital required by the Securities Law; for a
securities firm operating securities brokerage, securities investment consulting and
financial advisory business in relation to securities trading and securities investment, the
minimum registered capital shall be RMBS50 million; for companies operating one of the
areas of securities underwriting and sponsorship, proprietary securities trading, securities
asset management or other securities businesses, the minimum registered capital shall be
RMBI100 million; for companies operating two or more of the areas of securities
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underwriting and sponsorship, proprietary securities trading, securities asset management
or other securities businesses, the minimum registered capital shall be RMB500 million.
The registered capital of a securities firm shall be paid-in capital;

* its directors, supervisors and senior management shall have the required qualifications,
while other personnel involved in the securities business shall possess proper professional
qualifications, and no less than three of the senior officers shall have served as senior
officers for no less than two years in the securities industry; and

» it shall have effective risk management and internal control systems; it shall have proper
premises and facilities for operation; and it shall fulfill other conditions stipulated by laws,
administrative rules and the CSRC.

According to the provisions of the Judging Criteria and Guidelines on Controlling
Relationships of Securities Firms (€A s 522 w42 il B (7 1) 58 € 150 X AHBIIE 835 1)) promulgated by the
CSRC in March 2008, the same unit or individual, or units or individuals under de facto common
control of the same unit or individual, shall not hold equity interests in more than two securities firms
and shall not hold controlling interests in more than one securities firm. Any entity or individual in
companies that satisfy any of the following conditions shall not be included in the number of equity
interests or controlling interests in securities firms:

e it holds less than 5% (excluding 5%) of the shares of listed securities firms through
securities trading on any stock exchange;

e it controls a securities firm via investment relationship, agreement(s) or other
arrangements, while such securities firm holds equity or controlling interests in other
securities firm in accordance with law;

e it is a subsidiary established by a securities firm in accordance with law upon approval of
the CSRC and engages in securities business; and

*  other circumstances as identified by the CSRC.

The Rules for the Formation of Foreign-Invested Securities Firms ((JM& 252 mla AL AD)
promulgated by the CSRC (as amended on October 11, 2012 with immediate effect) (the “Foreign-
Invested Securities Firms Rules”) stipulates the conditions and procedures for the formation of foreign-
invested securities firms. The listed domestically funded securities firms with foreign investment are
subject to the following shareholding ratios:

»  foreign investors who lawfully hold 5% or more of the shares in a listed domestically-
funded securities firm through securities trading on a stock exchange or who jointly hold
5% or more of the shares in a listed domestically-funded securities firm with others by
agreement or other arrangements shall be subject to the approval of the CSRC;

»  the holdings (including direct holdings and/or indirect control in the equity interest) of an
individual foreign investor in a listed domestically-funded securities firm shall not exceed
20%:; and

*  the aggregate of holdings (including direct holdings and/or indirect control in the equity
interest) of a listed domestically funded securities firm by all foreign investors shall not
exceed 25%.

Immediately following the Global Offering and assuming the Over-allotment Option is fully
exercised, the H Shares then in issue will represent approximately 17.51% of our enlarged share
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capital. In addition, our A Shares may be traded by investors in Hong Kong under the pilot program of
Shanghai-Hong Kong Stock Connect. As of the Latest Practicable Date, the A Shares held by investors
through the Northbound trading represent approximately 0.07% of our existing issued share capital or
0.06% of our enlarged issued share capital immediately following the Global Offering (assuming the
exercise in full of the Over-allotment Option and no change in the number of A Shares held by
investors through Northbound trading since the Latest Practicable Date). We will closely monitor the
movement in trading volume of the A Shares held by foreign investors and the H Shares held by
domestic investors (if applicable) to assess the 25% foreign ownership limit is complied with. We will
promptly communicate with the CSRC if we become aware that our H Shares held by foreign investors
have come close to or exceeded 25% of our issued share capital.

A foreign-invested securities firm shall fulfill the following conditions:
» it shall have the registered capital as required by the Securities Law;

e its sharcholders shall have the qualification as prescribed in the Foreign-Invested
Securities Firms Rules, and their shareholdings and capital contributions shall comply with
the relevant provisions;

» as required by the CSRC, it shall have not less than 30 persons who are qualified to
participate in securities business, and qualified accountants, legal counsels and
IT technicians;

e it shall have sound internal management and risk control systems, and separate
organizational, personnel, information and operations management systems for its
underwriting, brokerage and securities investment and trading business. It shall also have
an appropriate internal control technology system;

» it shall have the required premises and qualified facilities for operation; and

*  other prudent requirements by the CSRC.

In addition, according to the provisions of the Guidelines on Administrative Approval for
Securities Firms No. 10—Increase and Change in Equity Interest of Securities Firms
(GBI FAT B Al 1% TARE 51 58 1058 —8 S5 20 WIS B IR B i 52 56 )) (promulgated on August 27, 2015),
if an enterprise that is directly or indirectly owned by a foreign investor invests in a securities firm, the
equity interest of the foreign investor in the securities firm, based on the effective equity holding, shall
not be more than 5%. The indirect equity interests of a foreign investor in a securities firm shall be
exempted from such restriction if all the following conditions are satisfied:

* the foreign investor indirectly holds the equity interests in the securities firm through a
listed company;

» the largest shareholder, controlling shareholder or de facto controller of the listed company
1s a Chinese investor;

o if there is a change in the equity structure of the listed company in the future, which
resulted in the indirect shareholding of a foreign investor in the securities firm through the
listed company in violation of the opening-up policy of China, the matter shall be rectified
within a specified period; the relevant equity interest shall not carry a voting interest if
such matter is not rectified in the due time; and
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* the foreign investor shall be prohibited from establishing any joint ventures securities firm
with a domestic securities firm or making strategic investments in a listed securities firm
as long as the foreign investor indirectly owns not less than 5% of the equity interests in
one or more domestic securities firms.

Business scope

According to the provisions of the Securities Law, a securities firm can conduct any of or all
the following businesses with approval from the CSRC: securities brokerage; securities investment
consultation; financial advisory in relation to securities trading and securities investment; securities
underwriting and sponsorship; proprietary securities trading; securities asset management; and other
securities business.

According to the provisions of the Regulations on the Examination and Approval of the Scope
of Business of Securities Firms (Provisional) ({72 RIZEH#EFMEITHIE)) (effective from
December 1, 2008), securities firms under common control of an entity or individual or securities firms
with control relationship shall not engage in the same business, unless effective measures are in place
for division of operation regions or client bases and there is no competition between the companies.
Unless otherwise specified by the CSRC, the scope of business of a securities firm shall be approved
by the CSRC upon its establishment in accordance with the statutory requirements, and no more than
four types of new businesses shall be approved. A securities firm shall obtain approval from the CSRC
for any change in its scope of business, and no more than two additional types of business can be
applied for at once. Subject to approval by the CSRC, a securities firm may operate businesses not
prohibited by the Securities Law, the Regulations on Supervision and Administration of Securities
Firms and the rules and regulations of the CSRC.

Material changes

According to the provisions of the Securities Law and the Regulations on Supervision and
Administration of Securities Firms ((#752m BB EHH)), a securities firm shall obtain approval
from the CSRC if it has any of the following acts:

»  establishment, acquisition or de-registration of a branch of a securities firm;

»  change of the scope of business or registered capital;

*  change of any shareholder(s) holding more than 5% of the shares or de facto controller(s);
»  change of important provisions of the Articles of Association of the company;

*  merger, division, change of incorporation, cessation, dissolution and bankruptcy; or

* the establishment, acquisition or equity participation in securities institutions overseas by

securities firms.

The CSRC has gradually authorized its local branches to approve some applications for
material changes by securities firms. In October 2012, according to the Decision of the State Council in
Relation to the Cancellation and Adjustment of the Sixth Group of Items Requiring Administrative
Approval (BB B B 55 7S HHOH A B AT B AL B 19 kE)) (effective from September 23, 2012), the
approval authority of the following material changes of securities firms was formally delegated to local
branches of the CSRC: change of important provisions of the articles of association of the company;

109



REGULATORY ENVIRONMENT

establishment, acquisition or de-registration of a branch; change of registered capital, including the
approval of the qualification of shareholder(s) or the de facto controller(s), or the change of de facto
controller(s), controlling shareholder(s) or shareholder(s) with the largest shareholding of an unlisted
securities firm in connection with an increase in its registered capital, and approval of a reduction of
registered capital by an unlisted securities firm; change of shareholder(s) with more than 5% of
shareholdings and de facto controller(s) of an unlisted securities firm; and increase and decrease in the
business of securities brokerage, securities investment consultation and financial advisory in relation to
securities trading and securities investment, proprietary securities trading, securities asset management
and securities underwriting.

According to the provisions of the Decision of the State Council on Cancellation and
Delegation of Certain Administrative Examination and Approval Items
(SIS Be B B A0 R T — AT B i TE H AR E D) (issued on January 28, 2014 with immediate effect), the
CSRC cancelled the approval requirements for the following three matters: the borrowing of
subordinated debts by securities firms, annual foreign exchange risk exposure of licensed overseas
futures companies, and special investment of securities firms.

According to the provisions of the Decision of the State Council on Cancellation and
Adjustment of Certain Administrative Examination and Approval Items
(KI5 e B 1A B 0 B — AT BCEAILIH F A5 IR L E D) issued on October 23, 2014 with immediate
effect, the CSRC cancelled the approval requirements for the following five matters: reorganization of
securities firms and extension of the reorganization period, administration measures of secondary
offering mutual funds, business rules of secondary offering, rules and regulations of margin financing
and securities lending business of securities firms, the borrowing, issuance, payment and settlement of
subordinated debts by institutions engaging in securities-related businesses.

According to the Notification No. 8 [2015] issued by the CSRC on April 10, 2015, 155 items
previously subject to filing procedures were cancelled or adjusted, which include: the directors,
supervisors, senior management or employees of a securities firm holding or controlling less than 5%
of equity interest in the securities firm pursuant to a mid- or long-term incentive scheme; the change of
shareholders holding less than 5% of equity interest in the securities firm; a delay in registration of
establishment or acquisition of branches by the securities firm, etc.

Establishment of subsidiaries, branches and securities business units

According to the provisions of the Regulations on Formation of Subsidiaries of Securities
Firms (Provisional) ({i#Z2Rlior 74 lalfTHE)) (amended on October 11, 2012 with immediate
effect), subject to the approval of the CSRC, securities firms may establish wholly-owned subsidiaries
and invest jointly in the establishment of subsidiaries with other investors who meet the requirements
for shareholders of securities firms stipulated in the Securities Law. However, a securities firm and its
subsidiaries or subsidiaries under the control of the same securities firm, shall not operate similar
businesses having conflicts of interest or which are in competition.

Pursuant to the provisions of the Regulatory Requirements on Branches of Securities Firms
(GEF AT SO ELE MUED) (effective from March 15, 2013), branches of a securities firm refer to
branches and securities business units established by such securities firm in the PRC for business
operation. The establishment, acquisition and de-registration of branches of securities firms are subject
to the approval from securities regulatory authorities under the CSRC. Securities firms shall meet the
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following requirements in order to establish or acquire branches: having a sound governance structure
and effective internal management and being able to control the risks of their existing branches and the
branches to be established; having risk control indicators in compliance with relevant rules for the
previous year and those indicators remaining in compliance after the additional branches are
established; having not received any administrative or criminal penalties for any material breach of
rules or regulations for the past two years and having not had any material regulatory measures
imposed on them for the previous year, and being not subject to any investigation for any branch-
related activities based on any alleged material breach of rules or regulations; having a secure and
stable information technology system and no material information technology incident having occurred
during the previous year; and existing branches are under effective management.

Entry Requirements for Futures Companies
Establishment

According to the Administrative Regulations on Futures Trading and the Administrative
Measures for Futures Companies (W& 2AFEEERIL)) (effective from October 29, 2014), the
establishment of futures companies shall be approved by the CSRC subject to the following conditions:

*  the minimum registered capital shall be RMB30 million;

»  directors, supervisors and senior management shall be qualified for their positions, while
practitioners shall have futures practice qualifications;

» the number of staff with futures practice qualifications shall not be less than 15, and the
number of senior management staff with practice qualifications shall not be less than
three;

» the articles of association of the company shall comply with the requirements of laws and
administrative regulations;

*  major shareholders and the de facto controller shall have sustainable profitability, good
reputation, and shall not have a record of material violation of laws or regulations in the
past three years;

»  premises and operation facilities shall be in compliance with requirements;

*  sound risk management and internal control systems; and

*  other conditions as stipulated by the CSRC.

According to the Provisions on Issues Relating to the Regulation of Controlling Interests and
Equity Interests in Futures Companies (CBRBIHEER ~ Z2IME A AR BEEREIE)) (effective from

June 1, 2008), an entity shall not hold controlling interests and equity interests in more than two futures
companies and shall not hold controlling interests in more than one futures company.

Material changes

According to the provisions of the Administrative Measures for Futures Companies
(MR BB BHL)), approval of the CSRC shall be obtained for changes of shareholdings in any
of the following situations: change of controlling shareholders or the largest shareholder; shareholding
of an individual shareholder or the aggregate shareholding of associated shareholders is increased to
100%; shareholding of an individual shareholder or the aggregate shareholding of associated
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shareholders, involving foreign shareholders, is increased to 5% or above. Save as aforesaid, an
approval from the local branch office of the CSRC where the company is located shall be obtained if
the shareholding of an individual shareholder or the aggregate shareholding of associated shareholders
in the futures company is to be increased to 5% or above.

In accordance with the State Council Decisions on the Cancellation and Adjustment of Various
Administrative Approval Items (CEIFSBe B i BOH 158 8 — HATEFEHIA H 2 F 1 RE))  (issued  on
October 23, 2014 with immediate effect), the establishment of domestic branches by futures companies
is no longer subject to administrative approval of a local branch of the CSRC.

Regulation of Operations of Securities Firms

The Company and its subsidiaries primarily engage in securities and related business, including
but not limited to securities brokerage, margin financing and securities lending, securities investment
consulting, financial advisory business relating to securities trading and securities investment activities,
proprietary securities trading, distribution of financial products of securities investment funds,
intermediary business for futures companies, distribution of financial products, stock options market-
making, securities underwriting and sponsorship, securities asset management, publicly-raised
securities investment fund management, private equity investment, and alternative investment.

Securities Brokerage

According to the provisions of the Regulations on Supervision and Administration of Securities
Firms and the Provisions on Strengthening the Management of the Securities Brokerage Business
(CBRA In i a8 - ACAC B A B MLE D) (effective from May 1, 2010), a securities firm engaging in
securities brokerage business shall be in compliance with the following regulations:

« it shall have a sound management system for securities brokerage business;

» it shall objectively indicate its business qualifications, service responsibility, scope and
other information of its securities brokerage business;

» it shall have a sound client management and service system for the securities brokerage
business and strengthen the education of investors and protect the legitimate rights and
interests of clients;

* it shall have a sound management system and rational performance appraisal system for
securities brokers to regulate their behavior;

» it shall have a sound management system for its securities business department to ensure
law-abiding, stable and safe operation;

» it shall establish and manage the information systems for client account management,
client deposits, agent trading, agent clearing and settlement, securities depository,
transaction risk monitoring, etc. and shall establish a central storage for the above business
data;

« if the securities business unit or a practitioner of a securities firm violates laws,
administrative regulations, provisions stipulated by regulatory agencies and other
administrative department self-regulatory rules or regulations stipulated by securities firms
for securities brokerage business, the securities firm shall hold the department or
practitioner accountable; and
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« if it or its securities business unit violates the Provisions on Strengthening the
Management of the Securities Brokerage Business (Bl i 75 K8 AL B B RLE D), the
CSRC and its local branch office will take such measures as requiring rectification,
regulatory interviews, issuance of caution letter, temporary suspension of license-related
approvals, punishment of related personnel, suspension of new business approval,
imposing limitations on business activities, and other regulatory measures. Any violation
of laws and regulations will be punished in accordance with the law. If it constitutes a
crime, the company or department will be transferred to the proper judicial organization
for prosecution.

Futures Brokerage

The provisions of the Administrative Regulations on Futures Trading (&35 & HkH1)) set
out a licensing system that applies to the business of futures companies. The CSRC is responsible for
the issuance of licenses according to the types of business of commodity futures and financial futures.
Apart from domestic futures brokerage business, futures companies may also apply to conduct
business of overseas futures brokerage, futures investment consulting and other futures business as
specified by the CSRC. Futures trading shall strictly comply with the deposits system. A futures
company engaged in brokerage business shall accept orders of clients and trade futures in its own name
for clients, and the clients shall be solely liable for the transaction results.

Futures Intermediary Business

According to the Interim Measures on Provision of Intermediary Business to Futures
Companies by Securities Firms (Ci#%2 ) 2 B2 AR Bt I 412685 ol AT #HE)) (trial from April 20,
2007), a securities firm providing intermediary business service to futures companies shall obtain
relevant qualifications. Securities firms shall only engage in the provision of intermediary business
service to their wholly owned or controlling futures companies, or futures companies with which they
are under common control of the same entity. Securities firms and futures companies shall be
independent from each other. Securities firms shall employ adequate qualified practitioners to carry out
futures intermediary business. Staff participating in the futures intermediary business in securities
firms shall not take part in futures trading. Securities firms shall not, directly or indirectly, raise funds
or provide guarantees for futures trading clients.

Distribution of Financial Products

According to the Administrative Provisions on the Distribution of Financial Products by
Securities Firms (Ci# 7528 RAUSH 2 @l i i BEUE D) (promulgated on November 12, 2012 with immediate
effect), a securities firm engaging in the distribution of financial products shall obtain relevant
qualifications to carry out the distribution of financial products. Its personnel engaging in the
distribution of financial products shall obtain the relevant securities qualifications. A securities firm
shall centralize the regulation of distribution of financial products and assess the eligibility of the
client. The information given on the financial products shall be comprehensive, fair and accurate. A
securities firm is also required to set up a client feedback system.

Sales of Securities Investment Funds

According to the provisions of the Management Measures on Sales of Securities Investment
Funds ((EFHCEREEHEEHIRE)) (effective from June 1, 2013), a securities firm shall register with
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the local office of the CSRC where the company operates and obtain the relevant qualifications before
engaging in the sale of securities investment funds. A securities firm shall establish a specialized funds
sales department, and staff participating in the sale of securities investment funds shall be qualified to
carry out such activities. It shall set up a comprehensive management system for fund holder accounts
and capital accounts, an optimal system of procedures and authorization for fund holders in relation to
fund depository and withdrawal, and a monitoring system for fund distribution.

Securities Investment Consulting

According to the provisions of the Provisional Measures on Management of Investment
Consultations on Securities and Futures ((i% - MIEHEHAEHE1THHL)) (effective from April 1,
1998), a firm which engages in securities investment consulting business shall obtain the required
qualifications and a business license from the CSRC; practitioners of securities investment consulting
shall obtain the relevant qualifications and may engage in securities investment consulting service
under a qualified securities investment consulting institution.

According to the Regulations on the Securities Investment Advisor Business (Provisional)
(BB R B U ATHUE)) (effective from January 1, 2011), a securities firm and its investment
advisors shall provide securities investment advisory service in good faith and shall not jeopardize the
interests of clients by acting in favor of the company and its associates, investment advisors and their
related parties, or other particular clients.

The Provisions on the Release of Securities Research Reports (Provisional)
(CEEff s IR W 7 T BLE)) (effective from January 1, 2011) stipulate that the publishing of securities
research reports by securities firms and securities investment advisory agencies shall abide by laws,
administrative regulations and other relevant requirements, follow the principles of independence,
objectiveness, fairness and prudence, effectively prevent conflicts of interest, and treat objects under
issuance in a fair manner. They shall also be prohibited from disseminating false, untrue and
misleading information and from engaging in or participating in insider trading or securities market
manipulation.

Margin Financing and Securities Lending

According to the provisions of the Management Measures on Margin Financing and Securities
Lending of Securities Firms (CR#75%22 vl fl & il 7% £ 055 Bk D) (effective from July 1, 2015), a securities
firm that applies for the qualification to engage in margin financing and securities lending business
must satisfy the following conditions:

» it shall have the qualification to engage in the securities brokerage business;

« it shall have a sound system of corporate governance and effective internal controls in
place to identify, control and prevent any potential operational risks and internal
management risks;

» it shall have not been subject to any investigation or rectification for any breach of rules or
regulations by the CSRC during the past two years;

» it shall have a sound financial position, with each of its risk control indicators in
compliance with the relevant requirements for the recent two years and its registered
capital and net capital also in compliance with the requirements subsequent to the
commencement of the margin financing and securities lending business;
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* its clients’ assets remain secured and intact with effective measures in place for clients’
third-party fund depository, and clients’ particulars remain true and intact;

» it shall maintain a comprehensive feedback mechanism that ensures the prompt and proper
resolution of any disputes with its clients;

* it shall maintain a client eligibility evaluation system in compliance with the regulations
and self-regulatory requirements to ensure that the client is qualified to invest in the
relevant products;

» it shall maintain a resilient information security system, with no material incidents during
the past year due to any management issues; and the systems designed for margin
financing and securities lending business shall have passed the tests of stock exchanges
and securities registration and clearing institutions;

» it shall have an appropriate number of senior management and professionals who are
responsible for the margin financing and securities lending business; and

* any other conditions stipulated by the CSRC.

Securities firms engaging in margin financing and securities lending shall open various
accounts in their own name at securities registrars, including a special securities lending account,
margin guarantee account, margin settlement account and margin capital settlement account. Such
securities firms shall also open accounts at commercial banks, such as a special margin financing
account and margin capital guarantee account. Securities firms shall, with reference to third-party
custody of clients’ transaction settlement funds, enter into a margin custody agreement with their
clients and commercial banks. The capital and securities provided by securities firms to their clients
are limited to those capital and securities in the special margin financing account and special securities
lending account.

Before providing margin financing and securities lending service to its clients, a securities firm
shall collect information about its clients, including making credit investigation into its clients,
knowing their identities, property status, income situations, securities investment experience, risk
appetites and records of honesty and compliance. It shall also deal with client suitability management
properly and keep records of such information in written or electronic form. A securities firm shall not
open a credit account for anyone who meets any of the following conditions: failure to submit the
required information; having less than half a year experience in securities trading; lacking the adequate
risk bearing capability; less than RMBO0.5 million of its average daily securities assets for the most
recent 20 trading days; having records of major breaches of contracts; or being the shareholder or
connected person of the company.

The term for margin financing and securities lending agreed between securities firms and their
clients shall not exceed the time limit permitted by the relevant stock exchange. Securities firms may
negotiate with their clients in respect of the rates at which the margin financing and securities lending
services will be provided.

Amounts attributed to margin financing and securities lending business by a securities firm
shall not exceed four times of its net capital. A comprehensive management system, operating
procedures as well as a risk identification, evaluation and control system shall also be established.
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Collateralized Stock Repurchase

According to the Measures on Collateralized Stock Repurchase and Registration and Settlement
Business (Provisional) (CBCRE A A 5 R me &7 6Bk (67T7) ) promulgated jointly by CSDC
and each of the Shanghai Stock Exchange and the Shenzhen Stock Exchange on May 24, 2013,
respectively, the Shanghai Stock Exchange and the Shenzhen Stock Exchange shall implement the
trading permissions management of securities firms that participate in collateralized stock repurchase.
Securities firms shall establish client qualification examination systems and perform due diligence with
respect to their clients. Examination contents shall include credit status, asset scale, risk tolerance and
cognition of the securities market. Securities firms shall provide to their clients a comprehensive
introduction of the business rules and a full disclosure of the risks.

Securities Repurchase

According to the Measures on Securities Repurchase and Registration and Settlement Business
(CHyse 1 ] X I3 58 o) B O 45 5285 A )) promulgated jointly by CSDC and each of the Shanghai Stock
Exchange and the Shenzhen Stock Exchange on December 10, 2012, respectively, the Shanghai Stock
Exchange and the Shenzhen Stock Exchange shall implement the trading permissions management of
securities firms that participate in securities repurchase. Securities firms shall establish client
qualification examination system. Examination contents shall include credit status, asset scale, risk
tolerance and cognition of the securities market. Securities firms shall provide to their clients a
comprehensive introduction of the business rules and a full disclosure of the risks.

Secondary Offering Business

Pursuant to the provisions of the Trial Measures on Supervision and Administration of the
Secondary Offering Business (CEflimSERs B HalfT#E)) (implemented on October 26, 2011),
secondary offering business refers to a business in which a securities finance company lends its own
funds or funds legally raised and its securities to a securities firm for conducting margin financing and
securities lending activities. To conduct secondary offering business, a securities finance company
shall, in its own name, open a securities account, a guaranteed securities account and a securities
settlement account specific for secondary offering business with the securities registration and
settlement authority. A securities financial company shall also set up a client credit assessment
mechanism to evaluate the credit of securities firms and determine and adjust the credit line based on
the evaluation. Furthermore, a securities financial company shall charge deposits at a certain rate from
securities firms for the secondary offering business.

Proprietary Securities Trading

Provisions of the Regulations on Supervision and Management of Securities Firms and the
Guidelines on Proprietary Business of Securities Firms ({2 mlaZ: A EEHHE7])) (effective from
November 11, 2005) and the Regulations on Supervision and Management of Securities Firms
(R ml BB B B1D)) stipulate that securities firms engaged in proprietary securities trading shall be
limited to the trading of publicly offered stocks, debentures, warrants, securities investment funds or
other securities approved by the securities regulatory authorities of State Council. A securities firm
engaged in proprietary securities trading business shall be registered under the name of the proprietary
securities account holder. Risk control indicators, such as the proportion of the total value of
proprietary securities to the net capital of the company, the proportion of the value of a single security
to the net capital of the company, and the proportion of the amount of a single security to the total
amount of issued securities, shall each comply with the regulations of the CSRC.

116



REGULATORY ENVIRONMENT

According to the List of Securities Investment Products for the Securities Investment and
Trading of Securities Firms ({2 Al 55 F 8 504 i B #)), which is the Appendix to Regulations on
Investment Scopes of Securities Investment and Trading Business of Securities Firms and Relevant
Matters (CBR @I Rl i 25 B /& EHHE M E A B FIEMHE))  (effective from June 1, 2011 and
amended on November 16, 2012), securities firms engaged in proprietary securities trading business
are permitted to invest in the following securities:

*  securities that have been or may be legally listed, traded and transferred on a domestic
stock exchange;

*  securities that have been listed and transferred on the NEEQ;

*  private placement bonds that have been or may be legally listed and transferred on
qualified regional equity trading markets, and stocks that have been listed and transferred
on qualified regional equity trading markets;

»  securities that have been or may be legally traded on the domestic interbank market; and

*  securities issued with the approval of the national financial regulatory authority or its
authorized bodies or after filing with the national financial regulatory authority or its
authorized bodies and traded over the counter at domestic financial institutions.

Securities Asset Management

According to the Administrative Measures on Client Asset Management Business of Securities
Firms (IR R % 7 & & H2ER E FUFE)) (amended on June 26, 2013), the Implementation Rules for
Targeted Asset Management Business of Securities Firms (CGBF2)E ) & BEEH TG AD)
(effective from October 18, 2012), the Implementation Rules for Collective Asset Management
Business of Securities Firms ((fBF2 Al & @i B HEH H M) (effective from June 26, 2013), and
Circular on Strengthening Supervision on Asset Management Business of Securities Firms
(BRI o 75 7 23 ) 0 P PSS B P O D) (effective from March 14, 2013), securities firms engaged in
client asset management shall comply with the relevant conditions and shall apply to the CSRC for the
qualification of engaging in client asset management business. Securities firms may undertake TAM
business for individual clients, CAM business for multiple clients and SAM business for clients.

The Administrative Regulations on Asset-backed Securitization of Securities Firms and
Subsidiaries of Fund Management Companies ({7520 ) KAk A 7] 124 R B a6 77 (L 215 8 BRLUE )
(promulgated on November 19, 2014 with immediate effect), allows securities firms and subsidiaries
of fund management companies which are qualified for client asset management to conduct the asset-
backed securitization business.

Management of Publicly Offered Securities Investment Funds

s

Pursuant to the Securities Investment Funds Law ((i#7##% &#4:3%)) and the Interim Provisions
on the Management of Publicly Offered Securities Investment Funds by Asset Management
Institutions (CEE & MR A SFRE S RG-S W HER W1 HE))  (effective from June 1, 2013),
publicly offered securities investment fund managers shall be fund management companies or other
institutions such as securities firms approved by the CSRC. Any securities firm applying for business
of fund management shall comply with the following conditions:

* it has over 3 years’ management experience in securities assets, with good performance in
securities products during the past 3 years;
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« it shall have comprehensive corporate governance, sound internal control and effective
risk management;

* its operations shall have been in good condition during the past 3 years, with robust
finance;

* it shall act honestly and in compliance with relevant requirements, without any material
breach of laws and regulations as filed by regulatory authorities during the past 3 years,
and shall not be subject to any current investigation or rectification for any material breach
of laws and regulations;

e itis a member of Asset Management Association of China;

. its total AUM shall not be less than 20 billion or its AUM of CAM business shall not be
less than 2 billion;

*  during the past 12 months, every risk control indicator has met the specified criteria
continuously; and

» it shall meet other requirements of the CSRC.

Securities firms engaging in management of publicly offered securities investment funds shall
establish dedicated departments for fund business, building separate fund decision-making process and
relevant firewall system; have information systems and security facilities as required; establish systems
for fair trading and connected transaction management, optimize the monitoring mechanism for fair
trading and irregular trading, treat different assets under management fairly and prevent insider trading.

The Securities Investment Funds Law also stipulates matters such as registration for mutual
funds, trading of fund units, scope of investment fund and its restriction, protection of fund holders’
rights and information disclosure etc.

Private Equity Investment

Pursuant to the provisions of the Regulations for Direct Investment Business of Securities
Firms ((RE7RA R HAEBCEEFHIHED) (as amended on January 3, 2014) and promulgated by the SAC,
securities firms which engage in private equity investment business shall establish a private equity
investment subsidiary in accordance with the requirements of the relevant regulatory authorities.
Securities firms shall not develop private equity investment business in any other form. A private
equity investment subsidiary and its affiliates shall establish a sound investment management system
which specifies its investment field, investment strategies, forms of investment, investment restrictions,
decision-making procedures, investment process, post-investment management and exit strategies, etc.
A private equity investment subsidiary may engage in the following businesses:

* investing in equity or debt, or other investment funds related to equity or debt of an
enterprise with its own capital or through establishing a private equity investment fund;

» providing financial consulting service in respect of equity investment funds or debt
investment funds to clients; and

»  other businesses approved by the CSRC. A private equity investment subsidiary may not
develop any securities business that shall be operated by securities firms according to law.

The Regulations for Private Equity Investment Business of Securities Firms
(B F A B BUE SEB HE)) stipulates the rules in respect of establishing a private equity investment
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fund business by a private equity investment subsidiary, which include: it shall raise funds from
eligible investors in a non-public way and the number of investors may not exceed 200; a private
equity investment subsidiary shall hold over 51% of shares of its subordinate fund management
institutions and have rights over management control; a private equity investment fund shall entrust its
capital to asset custodian institutions.

Alternative Investment

According to the Regulations on Investment Scopes of Securities Investment and Trading
Business of Securities Firms and Relevant Matters (CBERRESR ARG SR B &8 30543 B M L2 A7 )
FIHMHIED), securities firms may establish subsidiaries to engage in investment on financial products
which are excluded on the List of Securities Investment Products for the Securities Investment and
Trading of Securities Firms ((i##A "l 1 #HE M RETE#)); securities firms shall have obtained the
qualification for securities investment and trading before they establish alternative subsidiaries and
change the important provisions of its Articles of Associations according to the Securities Law and the
Regulations on Supervision and Administration of Securities Firms ({72 7l BB & # % 61)), and prior
approval from the local branch office of CSRC where the company is located. Securities Firms may
not provide facility or guarantee to the alternative investment subsidiaries.

Securities Underwriting and Sponsorship

According to the regulations of the Administrative Measures for the Sponsorship of the
Offering and Listing of Securities ((RZF¥E17 LilifREEEFE BIHL)) (effective from June 14, 2009),
securities firms shall apply for the sponsoring institution qualification from the CSRC to sponsor the
offering and listing business of securities. In order to fulfill sponsorship responsibilities, sponsoring
institutions shall designate an individual, who has obtained sponsor representative qualification, to be
responsible for sponsorship duties. Issuers shall employ securities firms which have obtained
sponsoring institution qualification to perform the sponsorship duties for the following matters: IPO
and listing, issuance of new shares or convertible corporate bonds by listing companies, and other
conditions identified by the CSRC.

Any securities firm applying for sponsoring institution qualification shall meet the following
requirements:

»  its registered capital shall be no less than RMB100 million and its net capital shall be no
less than RMBS50 million;

* it shall have comprehensive systems of corporate governance and internal control and
indicators of risk control in line with relevant regulations;

* its sponsor business shall have sound mechanisms of business procedures, internal risk
assessment and control, as well as a reasonable internal structure, proper research and
sales capabilities, and other background support;

» it shall have a strong sponsor business team, with reasonable professional structure, and
the number of professionals shall not be less than 35, among which, the number of
personnel who have engaged in sponsor-related businesses during the past three years
shall not be less than 20;

*  the number of its professionals who have qualified as sponsor representatives shall not be
less than four;

119



REGULATORY ENVIRONMENT

* it has not been subject to any administrative penalties for any material breach of laws and
regulations during the past three years; and

» it shall meet other requirements of the CSRC.

In addition, the Views of the CSRC on Further Promoting IPO Reform
(€ I By B 3 — AP HEME R B B AT R A M 19 L)) (promulgated on November 30, 2013 with immediate
effect) further stipulated that sponsor institutions and securities service institutions shall undertake in
public offering and listing documents that if false, or misleading statements are made, or a material
omission occurs in the documents issued, prepared and produced by issuers for IPO which result in losses
to investors, then sponsor institutions and securities service organizations must compensate the losses of
investors in accordance with the law.

According to the Administrative Measures for the Issuance and Trading of Corporate Bonds
(€A mMEIR 31T BAL 5 A Bk D) (effective from January 15, 2015), the issuance of corporate bonds shall
be underwritten by securities firms with qualification to engage in securities underwriting business.
When underwriting corporate bonds, underwriters shall be in compliance with the Administrative
Measures for the Issuance and Trading of Corporate Bonds and applicable regulations on due
diligence, risk control and internal control issued by the CSRC and the SAC, to formulate a strict risk
management system, and to internal control system and enhance pricing and placing management.

Lead Brokerage in the National Equities Exchanges and Quotations

According to the Administrative Measures on National Equities Exchange and Quotations
Company Limited (Provisional) (CAEH/MbSER GG R S BREE A AT BT H2)) (effective from
January 31, 2013), securities firms may act as lead broker in the National Equities Exchange and
Quotations. The lead brokerage business includes recommending the listing of shares of joint stock
companies, continuously supervising listed companies, trading shares of joint stock companies on
behalf of investors, providing market-making service for the transfer of shares, and other businesses as
specified by National Equities Exchange and Quotations Company Limited.

Under the supervision of National Equities Exchanges and Quotations Company Limited, lead
brokers, law firms, accounting firms and other institutions and personnel providing services in relation
to the transfer of shares shall act in good faith and diligently perform their legal duties in strict
compliance with laws, regulations and industry standards, and shall also be responsible for the
truthfulness, accuracy and completeness of documents they issue.

Over-the-Counter Market Business

As the provisions of the Administrative Measures of Securities Firms on Over-the-Counter
Market (for Trial Implementation) (i %/ I T BEE  (lAT) ) effective from August 15, 2014
stipulate, securities firms shall engage in over-the-counter business in accordance with the provisions
and be subject to the governance of the SAC. Apart from private equity products which are subject to
prior approval and filing as explicitly required by financial regulatory authorities, private equity
products issued, sold and transferred by securities firms in over-the-counter market are subject to filing
after the issuance, selling and transfer. Products issued, sold and transferred by securities firms in over-
the-counter market include but are not limited to: products such as asset management plans and
corporate debt financing instruments established or underwritten by securities firms or their
subsidiaries in way of private placing; products established by other institutions such as banks,
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insurance companies and trust companies and issued, sold and transferred by securities firms; financial
derivatives and other products as allowed by the CSRC and the SAC.

Corporate Governance and Risk Control
Corporate Governance and Risk Control of Securities Firms
Corporate governance

Securities firms shall comply with the corporate governance requirements regarding the
composition, operation, convening and voting procedures of shareholders’ meetings, the board of
directors and the supervisory committee as set out in the Company Law, the Securities Law, the
Regulations on Supervision and Management of Securities Firms and the Rules for Governance of
Securities Firms (as amended on January 1, 2013 with immediate effect).

Securities firms shall establish a sound corporate governance structure. The corporate
governance structure of securities firms includes proper decision-making processes and rules of
procedures, a highly efficient and rigorous business operating system, a sound and effective internal
control and feedback system, and effective incentive and restraint mechanisms. The boards of
supervisors and independent directors of securities firms shall fully exercise their supervising functions
to avert the risks of manipulation by substantial shareholders or control by insiders.

A securities firm that engages in two or more businesses in securities brokerage, asset
management, margin financing and securities lending, securities underwriting and sponsoring shall
have a remuneration and nomination committee, an audit committee and a risk control committee
under its board of directors to perform the duties and exercise the rights as specified in the articles of
association of the company. The persons in charge of the remuneration and nomination committee and
the audit committee shall be independent directors.

The Regulatory Measures on Qualifications of Directors, Supervisors and Senior Management
of Securities Firms ((GBFFAFESR - BFof &8 A B LI ER B4 #%)) (amended on October 19,
2012 with immediate effect), specifies the requirements on the qualifications of directors, supervisors
and senior management. Each of them shall obtain qualifications approved by the securities regulatory
authorities before they hold the post.

Risk control

Pursuant to the Administrative Measures for Risk Control Indicators of Securities Firms
(CREFRA R R B e HE B BERL)) (effective from December 1, 2008), a securities firm shall prepare
financial statements and calculations of its net capital and risk capital reserve and regulatory report of
risk control indicators, in accordance with relevant provisions. The Administrative Measures for Risk
Control Indicators of Securities Firms stipulates a warning standard and a minimum regulatory
standard for risk control indicators that securities firms are required to comply with. The CSRC may
make appropriate adjustments to the standards for risk control indicators and the ratio of risk capital
reserves of a particular business according to the governance structure, the internal control level and
risk control of the securities firms.
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Pursuant to the Regulations on the Calculation Standard for Risk Capital Reserve of Securities
Firms (CBIA IR wlJabg EA ERFH AR ERBE)) (amended on November 16, 2012 with immediate
effect), securities firms shall calculate their main risk capital reserve based on the following criteria:

(1)

(i)

(iii)

(iv)

™)

(vi)

securities firms that engage in securities brokerage business shall calculate the risk capital
reserve of brokerage business at 2% of the clients’ total transaction settlement funds in
their custody;

securities firms that engage in securities investment and trading business shall calculate
the risk capital reserve at 20%, 15% and 8% of the investment scale for securities
derivatives, equity securities and fixed-income securities without risk hedging,
respectively; for securities derivatives, equity securities and fixed-income securities with
risk hedging, securities firms shall calculate the risk capital reserve at 5% of the
investment scale. The investment scale of stock index futures shall be calculated at 15% of
the total value of futures contract, while the investment scale of interest rate swap shall be
calculated at 3% of total nominal principal amount in interest rate swap contracts.
Securities firms that engage in securities investment and trading business and violate the
stipulated proportion shall, before the completion of relevant rectification, calculate the
risk capital reserve concerning the part beyond the proportion at 100% of the investment
costs;

securities firms that engage in securities underwriting business shall calculate risk capital
reserve of underwriting business at 30%, 15%, 8% and 4%, respectively, of the
underwritten amount of stocks of secondary offering projects, stocks of IPO projects,
corporate bonds and government bonds;

securities firms that engage in securities asset management business shall calculate the risk
capital reserve of asset management business at 2%, 2%, 1% and 1% respectively of the
specialized, collective, limited, and directional asset management business;

securities firms that engage in margin financing and securities lending shall calculate the
risk capital reserve for margin financing and securities lending at 5% and 10%
respectively of the margin financing business scale and securities lending business scale of
the clients;

securities firms that establish branch offices, securities business units and securities
branches shall calculate their risk capital reserves at RMB20 million and RMB3 million,
respectively; and

(vii) securities firms shall calculate operational risk capital reserve at 10% of total operating

expenses of preceding year.

At present, the CSRC adopts different risk capital reserve calculation proportions for different
types of securities firms so as to match different risk management abilities of securities firms, of which
companies in class A for three consecutive years shall calculate the relevant risk capital reserves at 0.2
of the benchmark calculation standards prescribed in the above items (i) through (v).

Pursuant to the Norms for the Comprehensive Risk Management of Securities Firms
(G A E BLED)  (effective from March 1, 2014), securities firms shall implement
comprehensive risk management to avoid risks of business operation, such as liquidity risks, market
risks, credit risks and operating risks, and shall establish and improve a comprehensive risk
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management system that is in line with their development strategies, including feasible management
rules, a sound organizational framework, a reliable information technology system, a quantitative risk
indicators system, a team of professionals, an effective risk response mechanism and an advanced risk
management culture.

Pursuant to the provisions of the Guidelines for the Liquidity Risk Management of Securities
Firms ((GEZ2 rl B PR E 216 51)) (effective from March 1, 2014), securities firms shall strengthen
liquidity risk management and establish a sound liquidity risk management system for effective
identification, measurement, monitoring and control of liquidity risks.

Pursuant to the provisions of the Regulations on Risk Settlement of Securities Firm
(S A Fafm i B BD) (effective from April 23, 2008), the securities regulatory authorities of the
State Council shall organize, coordinate and supervise the risk settlement of securities firms. In the
event that risk control indicators don’t meet relevant requirements or there are situations that may
impact sustainable business operation or any major risk is found, the securities regulatory authorities of
the State Council may take risk settlement measures such as rectification, custody, takeover,
administrative restructuring, revocation, bankruptcy, liquidation and reorganization, etc.

Classified regulation

Pursuant to the provisions of the Regulations on Classification of Securities Firms
(GEFAFIBEEHE)) (effective from May 14, 2010), the CSRC classifies securities firms into five
types and eleven categories as A (AAA, AA, A), B (BBB, BB, B), C (CCC, CC, C), D and E, based on
the risk control capability, competitiveness and continuous compliance of securities firms for prudent
regulation purposes. “Regulatory points” system is one of the systems adopted by the CSRC to assess
the continuous compliance of securities firms: certain incidents leading to the imposition of penalties
will result in the CSRC deducting the corresponding amount of “regulatory points,” which may
ultimately have negative effects on the securities firms’ regulatory rating. However, when determining
the regulatory rating of a securities firm, the CSRC will not only consider the deduction in regulatory
points but will also take into consideration its risk management capability (mainly assessed on the
basis of the securities firms’ capital adequacy, corporate governance and continuous compliance
management, dynamic risk control, safety of IT system, protection of clients’ interest and information
disclosure) and market competitiveness (industry-wide ranking of net income, net profit, the number of
deals of underwriting issuance of shares or bonds, cost management, and innovative business, etc.) and
assess the condition of the securities firms as a whole.

Pursuant to the principle of classified regulation, the CSRC sets up different standards on risks-
control indicators and calculating proportions for different types of securities firms and treats them
differently in respect of regulation resource allocation and the frequency of on-site and off-site
inspections.

Corporate Governance and Risk Control of Futures Companies
Corporate governance

The provisions of the Supervisory and Administrative Measures for Futures Companies
(MBERAFEBEEMNL)) stipulate that the CSRC implements the management system on the
qualifications of directors, supervisors, senior management and other futures practitioners of futures
companies. The business, personnel, assets, and finance of a futures company shall be strictly

123



REGULATORY ENVIRONMENT

separated from those of its controlling shareholders and de facto controller, and they should have
independent operations and accounting; a futures company shall have a board of supervisors or
supervisors, and shall appoint a chief risk officer, etc.

The Management Measures on Qualifications of Directors, Supervisors and Senior
Management of Futures Companies ((WEARH#ES - BHMmE A BAEREREIAE))  further
strengthens the management of qualifications of the directors, supervisors and senior management of
futures companies.

Risk control

According to the Supervision and Administrative Measures for Futures Companies
(MBERAF BB EHHL)), the Administrative Measures on Futures Trading ((H1&22 5% 21k 1)), and the
Administrative ~ Measures for Risk  Monitoring Indicators of Futures Companies
(2 R mF B AR B ERL))  (effective from July 1, 2013), futures companies shall establish
effective operations systems and procedures related to risk management, internal control and futures
margin depository so as to effectively isolate risks among different business as well as to ensure the
safety of clients’ assets and transactions. A futures company engaging in futures brokerage and other
futures business at the same time shall strictly implement the systems for the separation of business
and capital, while mixed operations are prohibited. Futures companies shall maintain a chief risk
officer responsible for monitoring and inspecting compliance and risk management in its operation and
management.

Classified regulation

Pursuant to the provisions of the Regulations on Classification of Futures Companies
(MERXFIFEAEHE)) (effective from April 12, 2011), the CSRC classifies futures companies into
five types and eleven categories as A (AAA, AA, A), B (BBB, BB, B), C (CCC, CC, C), D and E,
based on the risk management capability, market competitiveness and continuous compliance of
futures companies for prudent regulation purposes. According to the principle of classified regulation,
the CSRC set up various standards on margin proportions of futures investors for different types of
futures companies and treats them differently in respect of regulation resource allocation and the
frequency of on-site and off-site inspections.

Corporate Governance and Risk Control of Asset Management Company
Corporate governance

Pursuant to provisions of the Regulations on Formation of Subsidiaries of Securities Firms
(Provisional) (G752 F&AL T2 AlATRE)) (as amended on October 11, 2012), as the subsidiary of a
securities firm, an asset management company shall establish a sound corporate governance structure,
sound risk management system, compliance management system and internal control system, and a
securities firm shall not take advantage of its capacity as controlling shareholder to damage the legal
rights and interests of its asset management subsidiaries and their clients; Chinese Wall systems should
be established between a securities firm and its asset management subsidiaries to avoid potential risk
transference or conflicts of interests.
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Risk control

In accordance with provisions of the Administrative Measures for the Client Asset
Management Business of Securities Firms ((GBE¥R2 )% F G & AR HAHE)), the securities firms
shall, upon carrying out the client asset management business, fully understand the clients, classify the
clients, introduce proper products or service to the clients pursuant to the risk matching principle, and
be prohibited from misleading clients to purchase the products or service not matching with their risk
bearing capacity. The securities firms shall conduct their operation and management in a centralized
manner, and shall enter into the external asset management contracts uniformly. In addition, to engage
in the client asset management business, the securities firms shall establish a sound risk control system
and compliance management system, and shall take effective measures to separate the management of
the client asset business from other business, control the improper flow and utilization of the sensitive
information and prevent any insider trading and conflicts of interests.

Corporate Governance and Risk Control of Sponsoring Institution
Corporate governance

Pursuant to provisions of the Regulations on Formation of Subsidiaries of Securities Firms
(Provisional) ((@&7%2 Fl&AL T A AllATHE)) (as amended on October 11, 2012), as the subsidiary of a
securities firm, a company engaged in securities sponsoring and underwriting business shall establish a
sound corporate governance structure, sound risk management system, compliance management
system and internal control system, and a securities firm shall not take advantage of its capacity as
controlling shareholder to damage the legal rights and interests of its subsidiaries and their clients.
Chinese Wall systems should be established between a securities firm and its subsidiaries to avoid
potential risk transference or conflicts of interests.

Risk control

According to provisions of the Measures for the Administration of the Sponsorship of the
Offering and Listing of Securities ((GEI58E17 LT R ZEHE ML) (effective from June 14, 2009), a
sponsoring institution shall establish a sound internal control system for sponsorship and establish as
well as improve the due diligence system, guidance system, internal auditing system for documents of
application, system of continuing supervision over the issuer after the listing of securities, continuing
training system for sponsorship-related personnel as well as sponsorship record system so as to ensure
that sponsorship-related personnel shall act with due care and skill, and strictly control risks as well as
improve the overall quality of sponsorship.

Corporate Governance and Risk Control of Private Equity Company
Corporate governance

Pursuant to provisions of the Regulations for Direct Investment Business of Securities Firms
(B Fr Al EHCE S RLED)), securities firms shall strengthen personnel management and avoid moral
risk. Employees of securities firms shall not serve as senior members or private equity investment
practitioners concurrently for a private equity investment subsidiary and its affiliates or any private
equity investment funds, or engage in any private equity investment business in other forms that breach
the laws. Personnel of securities firms having conflicts of interests shall not serve as a director,
supervisor or member of the investment decision-making committee concurrently for the aforesaid
entities. For other personnel assuming posts above, securities firms shall set up a strict and effective
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system of internal control system to avoid potential conflicts of interests or morality risk. Effective
information barriers should be established between securities firms, private equity investment
subsidiaries and their affiliates, and private equity investment funds to strengthen the isolation,
monitoring and management of sensitive information and prevent dissemination and improper use of
sensitive information between securities and private equity investment businesses, so as to prevent
insider trading and the risk of tunneling.

Risk control

Pursuant to provisions of the Regulations for Private Equity Investment Business of Securities
Firms ((GEIRom HEBCESEHRIED), a private equity investment subsidiary and its affiliates shall
establish a sound investment management system which specifies its investment scope, investment
strategies, forms of investment, investment restrictions, decision-making procedures, investment
process, post-investment management and exit strategies, etc. A private equity investment subsidiary
and its affiliates shall set up a committee for investment decision-making procedures as well as a
mechanism to identify and analyze risks in order to prevent investment risk effectively. A private
equity investment subsidiary and its affiliates shall not provide guarantees to enterprises or individuals
other than private equity investment subsidiaries and their affiliates and private equity investment
funds or become a contributor that bears joint liability for debts of the invested enterprise. A private
equity investment subsidiary and its affiliates shall also strengthen the management of enterprises
invested in and continually follow up, analyze and assess operations of enterprises invested in as well
as deal with investment risks in a timely manner when they materialize.

Other Regulations
Foreign Exchange Control

The lawful currency of the PRC is Renminbi, which is subject to foreign exchange controls and
is not freely convertible. SAFE, under the authority of the PBOC, is responsible for the administration
of all matters relating to foreign exchange, including the enforcement of foreign exchange control
regulations.

According to provisions of the Regulations on the Foreign Exchange Management of the
People’s Republic of China (¢ NRILFIESNEEPEFE])) (the “Foreign Exchange Management
Regulations™), amended on August 5, 2008 with immediate effect, international payments and transfers
are classified into current account items and capital account items. In the PRC, current international
payments and transfers are not subject to approval from foreign exchange administration, while capital
account items are.

According to the Foreign Exchange Management Regulations, current account foreign
exchange income may, in accordance with the relevant provisions of the state, be retained or sold to
any financial institution engaged in foreign exchange settlement and sales business. Where any foreign
exchange income on capital account shall be retained or sold to a financial institution engaged in
foreign exchange settlement and sales business, approval shall be obtained from the relevant foreign
exchange administrative authority, other than where no approval is required under state provisions.
PRC enterprises (including foreign-invested enterprises) which require foreign exchange for
transactions relating to current account items, may, without the approval of SAFE, effect payment from
their foreign exchange account or convert and pay at the designated foreign exchange banks, with the
provision of valid receipts and proof of transactions. Foreign invested enterprises which need foreign
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exchange for the distribution of profits to shareholders, and PRC enterprises, which in accordance with
regulations are required to pay dividends to shareholders in foreign exchange, may with the provision
of shareholders’ resolutions of such PRC enterprises or board resolutions on the distribution of profits,
and with the submission of other required supporting documents, effect payment from their foreign
exchange account or convert and pay at the designated foreign exchange banks. Convertibility of
foreign exchange in respect of capital account items, such as private equity investment and capital
contribution, is still subject to restriction, and prior approval from SAFE or the relevant branch.

On December 26, 2014, SAFE issued the Notice on Relevant Issues Concerning the Foreign
Exchange Management of Overseas Listing (CBASESM L TiTAMHER BILAT B R E RO R1)) with immediate
effect. The notice stipulates that:

SAFE and its branches and the Foreign Exchange Administrative Department (“Foreign
Exchange Bureaus”) supervise, manage and inspect, among other things, the business
registration, account opening and use, cross-border payments and capital exchange
involved in the overseas listing of domestic companies.

A domestic company shall conduct overseas listing registration with Foreign Exchange
Bureaus at the place of its incorporation with relevant materials within 15 working days
after the completion of the offering of its overseas listing shares.

A domestic company may repatriate the proceeds from offshore listing to its domestic
account or retain such proceeds at its overseas account. The use of such proceeds shall be
consistent with the content of the prospectus or other public disclosure documents such as
documents for issuance of corporate bonds, circulars to shareholders, and board and
shareholders’ resolutions. Proceeds raised from the issuance of convertible bonds by a
domestic company and intended to be remitted to its domestic account shall be remitted to
its specific domestic account for foreign debts, and the company shall complete relevant
procedures in accordance with relevant regulations on foreign debts administration; and
proceeds raised from the issuance of other types of securities by a domestic company and
intended to be remitted to its domestic account shall be remitted to its special domestic
account for offshore listing (foreign exchange) or payment account (RMB).

A domestic company may use overseas funds as stipulated by relevant provisions or remit
funds out of the PRC to repurchase overseas shares. Where the domestic company chooses
to use and remit funds out of the PRC, it should, by presenting the certificate of overseas
listing registration, which was obtained following the registration of the relevant
repurchase information (including changes) at the local Foreign Exchange Bureaus (if it
fails to register the repurchase relevant information, it is required to conduct the
registration within 20 working days before the proposed repurchase and obtain the relevant
registration certificate), and statements or supporting materials of the repurchase, complete
the remittance with deposit bank through domestic account for offshore listing (foreign
exchange) or payment account (RMB). Upon completion of the repurchase, any surplus in
the funds remitted overseas for such repurchase shall be transferred back to domestic
company’s domestic account for offshore listing (foreign exchange) or payment account
(RMB).

A domestic shareholder may, in accordance with applicable regulations, use overseas
funds as stipulated by relevant provisions or remit funds out of the PRC to increase his/her
overseas shares of a domestic company. Where the domestic shareholder chooses to use
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and remit funds out of the PRC to increase his/her shareholding, he/she should, by
presenting his/her overseas shareholding registration certificate and statements or
supporting materials of the shareholding increase, complete the transfer with deposit bank
through domestic shareholder’s domestic account for offshore holding. Upon completion
of the shareholding increase, any surplus in the funds remitted overseas for such increase
shall be transferred back to the said account. The domestic shareholder may, by presenting
the overseas sharcholding registration certificate, complete such funds transfer or
settlement procedures with the bank.

* A domestic shareholder’s income raised from reduction or transaction of overseas shares
of a domestic company or raised from the shares delisted from overseas stock exchange on
the capital account may be deposited at the shareholder’s overseas account or remitted to
the domestic account for offshore shareholding. Where the domestic shareholder chooses
to remit the income to its domestic account, the domestic shareholders may, by presenting
the overseas shareholding registration certificate, complete the transfer or settlement
procedures with the bank.

According to provisions of the State Council Decisions on Matters including Canceling and
Adjusting a Batch of Administrative Approval Items (CEIBSBE B HOH AR — b7 BGEALE E <F
FIHRPRE)) (issued on October 23, 2014 with immediate effect), SAFE and its branches cancelled
approval for the remittance and settlement of proceeds raised from overseas listing of foreign shares of
domestic companies.

Information Disclosure

The Notice on the Relevant Issues Regarding Information Disclosure of Securities Firms
(BRI AlfE B AR A RFIER@ER))  (effective from July 25, 2006), sets forth the specific
requirements on information disclosure by securities firms, including methods, requirements and
contents of information disclosure.

Provisions on Strengthening the Supervision and Administration of Listed Securities Firms
(CBRRA I3 £ s ss 2wl BRI ME D) (amended on June 30, 2010 with immediate effect), requires timely
disclosure of regular reports and interim reports by listed securities firms within the prescribed period.
Meanwhile, it requires that listed companies shall establish a sound information management system in
accordance with the characteristics of the securities industry in the PRC, their practices and general
regulations regarding information disclosure by listed companies.

Anti-Money Laundering

Securities firms shall comply with the requirements related to anti-money laundering stipulated
in the Anti-Money Laundering Law of the People’s Republic of China (2 ARILHNESiEERI%))
(effective from January 1, 2007), the Provisions on Anti-Money Laundering of Financial Institutions
(R EEMIE)) (effective from January 1, 2007), and the Measures on Administration of
Identification of Clients and Preservation of Client Identities Information and Trading Records of
Financial Institutions ((EREEREE S 5 Gl F1% 5 S0y R KA 5 st sk R AF 5 BRI D),  (effective  from
August 1, 2007).

The Measures on Anti-Money Laundering by the Securities and Futures Industry
((BHFME RS TAFEENRE)), enacted by the CSRC and effective from October 1, 2010, further
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regulates the anti-money laundering regulations for the securities and futures industry, as well as the
anti-money laundering responsibilities of the institutions engaging in sales of funds in their business
operation. Securities and futures entities shall also establish and enhance internal control systems for
anti-money laundering.

The Financial Action Task Force on Money Laundering (“FATF”) is an inter-governmental
body established in 1989 with the objective of setting standards and promoting effective
implementation of legal, regulatory and operational measures for combating money laundering,
terrorist financing and other related threats to the integrity of the international financial system. The
FATF monitors the progress of its members in implementing necessary measures, reviewing money
laundering and terrorist financing techniques and countermeasures, and promoting the adoption and
implementation of appropriate measures globally. The PRC became a member of the FATF in 2007,
and the first mutual evaluation report was adopted in June 2007 with a follow-up report published in
March 2012.

International Convention for the Suppression of the Financing of Terrorism (il 124 1 2%
12 PEEE Y Y BB 4449 ))

The International Convention for the Suppression of the Financing of Terrorism was adopted
by Resolution 54/109 on December 9, 1999 at the 54th session of the General Assembly of the United
Nations. This convention aims to prevent, prosecute and punish the financing of terrorist activities and
to promote inter-governmental co-operation to achieve this purpose. The government of the PRC
ratified this convention on February 28, 2006 with some reservations.

The United Nations Convention Against Corruption (% & AT 4 #))

The PRC is a party to the United Nations Convention against Corruption, a multilateral
convention adopted by the General Assembly of the United Nations on October 31, 2003. This
convention requires parties to implement anti-corruption measures affecting their laws, constitution
and practices, to measures aimed at promoting the prevention, detection and sanctioning of corruption,
as well as to strengthen the cooperation between ratifying parties on these matters. The government of
the PRC ratified this convention on October 27, 2005, with reservation on paragraph 2 of Article 66.
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HISTORY AND DEVELOPMENT
Establishment and Development of the Company

The history of our Company can be traced back to December 10, 1997 when Orient Securities
Limited Liability Company (75 # %A R #=E/2 7l), our Company’s predecessor, was established with a
registered share capital of RMB1 billion, funded by 15 shareholders.

The shareholding structure of Orient Securities Limited Liability Company as of the date of the
establishment was as follows:.

Names of the Shareholders Percentage of Shareholding
Finance Bureau of Shanghai ......... .. .. .. ... .. .. .. . . ... 21%
Shenergy Group . . .. ..ottt 10%
Shanghai Bund Building House Exchange Corporation Ltd

(LWHANEERS BB A TRAT) 10%
Shanghai Tobacco Group Co., Ltd (LEER (B 20 ... ... ... . ... 10%
Shanghai Post and Telecommunications Administration Bureau (L # T E&E & HLR) | 10%
Shanghai Electric Group Company Limited (L &5 (%M #AHR) ... ... ... .. 10%
Other Shareholders(D) . .. ... . .. . 29%
Total ... 100%
Note:

(1) Each of the remaining nine shareholders held less than 10% of the equity interests of Orient Securities Limited Liability Company.

On October 8, 2003, upon approval from the CSRC and the Shanghai municipal government,
Orient Securities Limited Liability Company was restructured into a joint-stock limited company, and
was renamed as “ARITIEFFIAS A RA R, Our PRC legal advisors have confirmed that the Company has
obtained all the approvals for the restructuring from the relevant authorities and the restructuring
complies with the relevant laws and regulations.

Since March 23, 2015, our A Shares have been listed on the Shanghai Stock Exchange with the
stock code of 600958.

We are a leading and fast-growing capital markets service provider in China with distinguished
investment expertise.

Previous Increase in Share Capital
Upon the establishment of Orient Securities Limited Liability Company on December 10, 1997,
the registered capital was RMB1,000,000,000.

In October 2003, Orient Securities Limited Liability Company was restructured to a joint-stock
limited company and our registered capital was increased to RMB2,139,791,800.

In June 2007, we increased our registered capital to RMB3,079,853,836 through rights issue on
the basis of five rights shares for every ten then existing shares.

In September 2007, we increased our registered capital to RMB3,293,833,016 through the issue
of bonus shares on the basis of one bonus share for every ten then existing shares (excluding the rights
shares issued in June 2007).
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In December 2011, we increased our registered capital to RMB4,281,742,921 through rights
issue on the basis of three rights shares for every ten then existing shares.

On March 23, 2015, following completion of A shares offering, our registered share capital was
further increased to RMB5,281,742,921.

Major Changes of Equity Interests of our Shareholders

On April 10, 2000, Finance Bureau of Shanghai and Shanghai State-Owned Assets Operation
Co., Ltd. entered into an equity transfer agreement, pursuant to which Finance Bureau of Shanghai
transferred 21% equity interest in Orient Securities Limited Liability Company to Shanghai State-
Owned Assets Operation Co., Ltd. at a consideration of approximately RMBO0.3 billion. The
consideration was determined with reference to Orient Securities Limited Liability Company’s net
asset minus distributable dividend as of December 31, 1999. The transfer was approved by the CSRC
on July 11, 2000.

On December 12, 2001, Shanghai State-Owned Assets Operation Co., Ltd. entered into an
equity transfer agreement with Shenergy Group, pursuant to which Shanghai State-Owned Assets
Operation Co., Ltd. agreed to transfer 21% equity interest in Orient Securities Limited Liability
Company to Shenergy Group at a consideration of approximately RMBO0.3 billion. The consideration
was determined with reference to Orient Securities Limited Liability Company’s net asset value and
other financial figures as recorded in its financial statements as of June 30, 2001. The transfer was
approved by the CSRC on March 18, 2002. After the equity transfer, Shenergy Group became the
single largest shareholder of Orient Securities Limited Liability Company holding 31% of its equity
interest.

Listing on the Shanghai Stock Exchange in 2015

As approved by the CSRC, our Company completed the IPO of our A Shares which were
issued at an offer price of RMB10.03 per A Share, and our A Shares have been listed on the Shanghai
Stock Exchange under the stock code of 600958 since March 23, 2015. Our Company raised net
proceeds of approximately RMB9.8 billion from the A Share offering after deducting underwriting
commission of approximately RMB170.3 million and offering related expenses.

The shareholding structure of our Company immediately after the A Share offering was as
follows:

Approximate

Number of A percentage of

Names of the Shareholders Shares Held Shareholding

Shenergy Group . ... ..ottt e e 1,588,618,183 30.08%
Shanghai Haiyan Investment Management Company Limited

(BHEEBCEEMAIRAR) 205,784,854 5.60%

Wenhui Xinmin United Press Group (CCHERT & 8ELEM) . ... ... ... .. 265,828,211 5.03%

Other A Shares Shareholders . ... ....... ... ... . . . . . . .. 3,131,511,673 59.29%

Total . ... 5,281,742,921 100.00%

As of the Latest Practicable Date, our Company had not received any notice from the Shanghai
Stock Exchange alleging any non-compliance incidents on the part of our Company. The Company
confirms that since the date of listing of A Shares on the Shanghai Stock Exchange, the Company has
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been operating in compliance with applicable SSE Listing Rules in all material respects and there is no
matter that should be brought to the attention of the Hong Kong Stock Exchange.

Business Development Milestones
The following table shows various milestones in the history of our business development:
1997 e On December 10, Orient Securities Limited Liability Company (F75 i 7=A FRFAL 2 7),
our Company’s predecessor, was established.

2003 e In October, Orient Securities Limited Liability Company was restructured into a joint-
stock limited company, and was renamed “4s 75 k5= e A7 R 7],

2004 * In December, we became a pilot securities firm to carry out relevant innovative
activities.

2005 * In February, China Universal Asset Management Limited Liability Company
(MEVR & 2 BLATBR 2 7)), the predecessor of China Universal was established.

2006 e In March, we acquired the securities business of North Securities Limited Liability
Company (L@ 7ARIIEAF). As of the end of 2006, the number of our branches
was 55.

2007 e In November, we completed the acquisition of Shanghai Jiulian Futures Brokerage Co.,

Ltd. (bl AB LA A RAT), the predecessor of Orient Securities Futures, to expand
our business into futures and related business.

2010 e In February, we established Orient Securities Capital Investment to successfully launch
private equity investment business, and established Orient Finance Hong Kong to
expand our business operation into Hong Kong.

e In June, Orient Securities Asset Management was established as the first asset
management subsidiary of a PRC securities firms in the industry. All of our
Company’s asset management business was then succeeded by Orient Securities Asset
Management.

2012 *  In June, we expanded our investment banking service through the establishment of Citi
Orient by cooperating with Citigroup Global Markets Asia Limited.

e In November, we established Orient Securities Innovation Investment to provide
alternative investment products.

2015 In March, our A Shares became listed on the Shanghai Stock Exchange.

Major Investment, Disposal and Acquisitions
Investment in China Universal

In February 2005, China Universal Asset Management Limited Liability Company, the
predecessor of China Universal, was established with a registered capital of RMB100,000,000. We
invested RMB47.0 million in the registered capital of China Universal Asset Management Limited
Liability Company and held 47% of its equity interests.
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In September 2013, China Universal Asset Management Limited Liability Company was
restructured into a joint-stock limited company and renamed as China Universal. China Universal
primarily engages in the business of asset management. As of the Latest Practicable Date, the
registered capital of China Universal was approximately RBM117.6 million after the injection of share
capital by other parties, and we held 39.96% of its equity interests.

Disposal of Hua An Fund Management Co., Ltd

According to the operation needs of the Company, on March 11, 2005, we entered into an
equity transfer agreement with Shanghai Industrial Investment (Group) Co., Ltd (i T348& (5 H)
AR F), an Independent Third Party, to dispose of our entire equity interests in Hua An Fund
Management Co., Ltd for a consideration of RMB165.0 million. The consideration was determined
with reference to Hua An Fund Management Co., Ltd.’s then and future growth prospects based on the
price per share derived from PE ratio model and unconventional dividend growth discount model
calculations as of the end of 2003. The disposal was approved by the CSRC on December 13, 2004.

Acquisition of securities assets of North Securities Limited Liability Company

In order to expand our securities business, on December 15, 2005, we entered into a securities
asset transfer agreement with the liquidator of North Securities Limited Liability Company, an
Independent Third Party, pursuant to which the securities assets and 20 securities business units of
North Securities Limited Liability Company were transferred to us for a consideration of
approximately RMB30.4 million. The consideration was determined with reference to the valuation of
assets of North Securities Limited Liability Company as of May 27, 2005 by a PRC asset appraisal
firm. On March 22, 2006, the CSRC approved the closure of the above 20 securities business units of
North Securities Limited Liability Company, and on this basis the Company established new securities
business units accordingly.

Acquisition of Shanghai Jiulian Futures Brokerage Co., Ltd.

In order to expand our business to futures and related business, in September 20, 2007, we
entered into an equity interest transfer agreement with Shanghai Jiulian International Industrial Co.,
Ltd (L ABREMEEARAF) and Hainan Shenya Industrial Co., Ltd (¥ H SE 3B A R F), each
an Independent Third Party, to acquire from them the entire equity interests in Shanghai Jiulian Futures
Brokerage Co., Ltd., the predecessor of Orient Securities Futures, for an aggregate consideration of
approximately RMB42.4 million. The consideration was determined with reference to the valuation of
assets of Shanghai Jiulian Futures Brokerage Co., Ltd as of December 31, 2006. The acquisition was
approved by the CSRC on November 5, 2007.

On December 28, 2007, Shanghai Jiulian Futures Brokerage Co., Ltd was renamed as Orient
Securities Futures.

The above investment, disposal and acquisitions have been properly and legally completed and
settled and the approvals from the relevant authorities have been obtained.
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OUR PRINCIPAL SUBSIDIARIES

The following chart sets out the detailed information of our principal subsidiaries as of the

Latest Practicable Date.

Shareholding
Names of Place of Date of Registered/Issued of our
No. Subsidiaries Incorporation Incorporation Capital Company Main Scope of Business
1. Orient Securities PRC December 8, RMB1,000,000,000 100% Commodities futures

Futures

2. Orient Securities PRC
Capital
Investment

3. Orient Finance Hong Kong
Hong Kong

4. Orient Securities PRC
Asset
Management

5. Citi Orient PRC

6. Orient Securities PRC
Innovation
Investment

1995

February 8§,  RMB2,500,000,000
2010

February 17, HKS$1,000,000,000
2010

June 8,2010 RMB300,000,000

June 4,2012 RMBS800,000,000

November 19, RMB1,100,000,000
2012

100%

100%

100%

66.67%

100%

brokerage, financial
futures brokerage, futures
investment advisory,
asset management and
fund sale

Equity investment and
debt investment to
enterprises with its own
capital or through
establishing a private
equity investment fund,
providing equity
investment and debt
investment advisory
service

Investment holding and
provision of management
service

Securities asset
management, publicly
offered securities
investment fund
management

Securities (excluding
treasury bonds, policy
bank financial bonds,
short-term financing bills
and medium-term notes)
underwriting and
sponsorship

Financial assets
investment, securities
investment, investment
management and
advisory

Detailed information of our other subsidiaries is set out in “Note 20: Investments in
Subsidiaries” in “Appendix I — Accountant’s Report” in this prospectus.
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OUR CORPORATE STRUCTURE

Shenergy Group has been our single largest shareholder throughout the Track Record Period.
The following table sets forth the shareholding structure of our Company as of the Latest Practicable
Date:

Number of Approximate
Shares directly percentage
or indirectly of
Shareholders Class held shareholding
Shenergy Group . ... ..ottt et A Shares 1,588,618,183 30.08%
Shanghai Haiyan Investment Management Company Limited
(EEESCEERARAT) A Shares 295,784,854 5.60%
Wenhui Xinmin United Press Group (SCHERT M & #HGEEM) ... A Shares 265,828,211 5.03%
Other A Shares shareholders . ........... .. .. ... .. .. ......... A Shares 3,131,511,673 59.29%
Total .. ... . 5,281,742,921 100.00%

REASONS FOR THE LISTING

Our Company is seeking a listing on the Hong Kong Stock Exchange in order to provide further
capital needed for the development and expansion of our Company’s business, and to further promote
our Company’s strategy to become more internationalized, as described in more details in the section
headed “Future Plans and Use of Proceeds.”
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OVERVIEW

We are a leading and fast-growing capital markets service provider in China with distinguished
investment expertise. We have built successful investment management and trading as well as wealth
management businesses by leveraging our strong foundation in Shanghai and nationwide network.
According to Wind Info and on a consolidated basis, we ranked 10t by total assets with a market share
of 2.8%, 12t by net assets with a market share of 2.3%, 12t by operating income with a market share
of 2.4% and 12t by net profit with a market share of 2.8%, as of and for the year ended December 31,
2015 among PRC securities firms.

By capturing opportunities driven by business innovation and market development of the PRC
securities industry, we have grown rapidly. We were successfully listed on the Shanghai Stock
Exchange on March 23, 2015. As of December 31, 2015, our total assets and net assets amounted to
RMB207.9 billion and RMB35.4 billion, respectively, and in 2015, our total revenue and profit for the
year amounted to RMB20.3 billion and RMB7.4 billion, respectively. As of March 31, 2016, our total
assets and net assets amounted to RMB185.9 billion and RMB34.3 billion, respectively, and for the
three months ended March 31, 2016, our total revenue and profit for the period amounted to RMB2.8
billion and RMBO0.5 billion, respectively. As of March 31, 2016, we had 120 securities branches in all
31 provinces in China. In addition, we have established Orient Finance Hong Kong to spearhead our
overseas business. Our extensive geographic presence enables us to serve a broad customer base. As of
the Latest Practicable Date, we had approximately 968,600 clients, of which approximately 750,800
were active clients.

We provide comprehensive financial products and services to our clients. We have achieved
industry-leading positions in many of our business segments through prudent operations and strong
execution:

*  Trading and Investment Management
O Securities Sales and Trading

We invest in equity, fixed income and derivatives for our own account which
constitutes our proprietary trading business. We also engage in NEEQ market-making
business and alternative investment business. In addition, we provide securities
research and prime brokerage services to institutional clients. In 2013, 2014 and
2015, the average return of our securities investment was 14.4%, 27.6% and 44.5%,
respectively. According to the statistics of NEEQ Company, we ranked 34 among all
market makers in terms of the NEEQ market-making volume in 2015. According to
China Foreign Exchange Trade System, we ranked in the top 5 among all the
securities-firms trial market makers in China in terms of fixed income market-making
volume in each month of 2015.

O [nvestment Management

We provide our clients with asset management products. In addition, we conduct fund
management business through China Universal, an associate in which we are the
largest shareholder with 39.96% equity interest. We also engage in private equity
investment business. For asset management business, we focus on developing
discretionary management products with an objective to achieve absolute return for
our clients. As of March 31, 2016, the total AUM of our asset management business
was RMB116.9 billion, with discretionary management products accounting for
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89.0% of our total AUM. According to the Asset Management Association of China,
as of December 31, 2015, the total commission and fee income of our asset
management business ranked 5% in the industry, and the total AUM of our CAM
schemes ranked 15% in the industry, with a market share of 1.62%. In addition, as of
March 31, 2016, the total AUM of China Universal was RMB496.6 billion, with
mutual funds accounting for 57.0% of the AUM.

Brokerage and Securities Financing

We engage in securities brokerage business and futures brokerage business, provide
various securities financing services, such as margin financing and securities lending,
collateralized stock repurchase and repurchase agreement transactions, and distribute
various financial products issued by financial institutions which, together, constitutes our
wealth management business. Our trading volume of stocks and funds on behalf of our
clients reached RMB6,511.4 billion in 2015. According to Wind Info, we ranked 21st
among PRC securities firms with a market share of 1.24%. Our balance of margin
financing and securities lending business amounted to RMB13,571.0 million as of
December 31, 2015. According to Wind Info, we ranked 19 among PRC securities firms
with a market share of 1.16%. According to Shanghai Stock Exchange and Shenzhen
Stock Exchange, we ranked 9t among PRC securities firms by volume of collateralized
stock repurchase transactions as of December 31, 2015. According to SAC, we ranked 3t
among PRC securities firms in terms of interest income from collateralized stock
repurchase business in 2015.

Investment Banking

We provide a full spectrum of investment banking services including equity underwriting
and sponsorship, debt underwriting and financial advisory services. Our investment
banking business is conducted mainly through Citi Orient, a subsidiary in which we hold
66.67% equity interest, as well as our Fixed Income Department. As of December 31,
2015, Citi Orient had 17 IPOs pending CSRC review or listing, ranking 2" in terms of the
number of transactions in the pipeline among joint venture securities firms with
international investors. Citi Orient had completed three IPOs and four secondary offering
transactions with total lead underwriting amount of RMB4,710.9 million in 2015.
According to Wind Info, Citi Orient ranked 3™ among joint venture securities firms with
international investors in terms of number of equity transactions. Our lead underwriting
amount for debt underwriting business amounted to RMB58,314.3 million in 2015.
According to Wind Info, Citi Orient ranked 3™ among joint venture securities firms with
international investors in terms of total debt underwriting amount. Citi Orient ranked 15t by
number of M&A transactions in 2015 among joint venture securities firms with
international investors.

We have established a comprehensive risk management system and an effective internal control
mechanism, which integrate our risk management, compliance management and internal control
functions. During the Track Record Period, we have not been subject to any administrative penalties.
We have received AA or A regulatory rating for six consecutive years (AA rating being the highest
rating ever received by PRC securities firms) since 2010, when the CSRC started publishing
classification evaluation results for securities firms.
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Our solid financial performance, stable operational management and strong innovation

achievements have been widely recognized. We have won various awards, including among others:

Year Award Publication

2016 2015 Golden Bull-Collective Asset Management Securities China Securities Journal
Firm (2015 4F i 45 2 % 1 4 £ 1 7 1 HIL A% HC T
Five-year Winning Award (2011-2015) in the Eighth Annual Sinolink Securities
Conference for Private Equity Funds in China (B4 7% 55)
(58 o B AL S 4 4 6 AR IR 38201 1-2015))
2015 Rising Star Fund Management Company Securities Times
(20154 B W) B AL 3w LR 58 (REFIRFHR)

2015 China’s Best Securities Firm for Financing Service Securities Times
(11 IR e il I 5 5 ) (B FR R
2014 Golden Bull-Collective Asset Management Securities China Securities Journal
Firm (20145 1 4 2 %5 B 42 2 o s 5 80 %) (1
China’s Best Securities Firm Brand in Innovation 21st Century Business Herald
(1 I A AR AR it W 8 5 2 ) (1 HH ARG HH)
Five-year Winning Award (2010-2014) in the Seventh Annual  Sinolink Securities
Conference for Private Equity Funds in China (7 5F)
(L T B R S A A AR IR 5E(2010-2014))
2015 China’s Best Equity Underwriting Team Award Securities Times
(201528 i e = FECHHE AR B T Y [ 88 (IR IR
Class A Professional Capability in M&A Financial Advisory Securities Association of China
(O B A0 P 3 A 8 S A (8%l o)

2014 China’s Best Securities Firm in Asset Management Award Securities Times
(B L B R 5 (BRI
2013 Golden Bull-Collective Asset Management Securities China Securities Journal
Firm (201341 4 2 %5 i 42 4 o e R 80 0 3% AT
Five-year Winning Award (2009-2013) in the Sixth Annual Sinolink Securities
Conference for Private Equity Funds in China (E 4755
(BN T B AL 4 4F 8 T AR BE R 5E(2009-2013))
Class A Professional Capability in M&A Financial Advisory Securities Association of China
(1 B o AL B 5 B P S ) SRR A (57 Hh )
2014 China’s Best Bond Financing & Underwriting Team Securities Times
(20147 B8 I 5 FE 82 Bl VR 5 1K) (5 )

2013 China’s Best Securities Firm in Asset Management Award Securities Times
(P B 2 A 55 7 4 (GBLRE)
2012 Golden Bull-Collective Asset Management Securities China Securities Journal
Firm (2012 4F B4 7F F i 4R 5 2 1 BB (B 8 7 40

COMPETITIVE STRENGTHS

We are a leading and fast-growing capital markets service provider in China with distinguished

investment expertise. We have built successful investment management and trading as well as wealth
management businesses by leveraging our strong foundation in Shanghai and nationwide network. We
believe the following strengths have contributed to our success and differentiated us from our

competitors.

An industry-leading and fast-growing nationwide provider of capital markets services

Since our incorporation in 1997, we have grown rapidly from a regional securities firm in

Shanghai into a leading capital markets service provider in China. According to Wind Info and on a
consolidated basis, we ranked 10t by total assets with a market share of 2.8%, 12t by net assets with a
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market share of 2.3%, 12t by operating income with a market share of 2.4% and 12t by net profit with
a market share of 2.8%, as of and for the year ended December 31, 2015 among PRC securities firms.

We are a fast-growing securities firm in China. From 2013 to 2015, our total revenue and profit
for the year grew at a CAGR of 111.2% and 174.0%, respectively. Although we were not listed as one
of top 20 securities firms by net assets for the year of 2002 when the SAC first published such a list,
through rapid growth, we ranked 12t by net assets at the end of 2015 according to Wind Info. From
December 31, 2002 to December 31, 2015, our net assets increased over 30 times from RMBI1.1 billion
to RMB35.4 billion.

We are also an industry leader in terms of operating efficiency. According to Wind Info and
annual reports of listed companies, we ranked 14t by number of employees at the end of 2015 but
ranked 15t by net profit per employee and 2" by operating income per employee for the year of 2015
among the listed PRC securities firms.

We have fostered a result-driven corporate culture and market-oriented operating mechanism,
which has laid a solid foundation for our future growth.

Strong investment management and trading capabilities with a proven track record

We have strong investment management and trading capabilities. Capitalizing on our core
capabilities in value investing and risk management, we have maintained a leading position in asset
management, fund management and proprietary trading.

For our asset management business, we aim to help our clients achieve absolute return through
active management strategies. Our wholly-owned subsidiary Orient Securities Asset Management is
the first asset management company established by a securities firm in China, providing a full-
spectrum of asset management products and services.

* As of March 31, 2016, total AUM of our asset management business amounted to
approximately RMB116.9 billion, of which 89.0% was discretionary management funds,
reflecting our strategy to achieve balance between size and quality of the AUM;

*  As of December 31, 2015, we have 20 CAM schemes included in the Wind Info database
for the latest three years, among which, three balanced mixed products ranked the top 3
among peers by performance and seven flexible allocation products ranked in the top 25%
by performance; and

*  According to Wind Info, the net asset value of “DFH Ruifeng”, “DFH Industrial Upgrade”
and “DFH New Motion”, our mutual funds with a full-year track record by the end of
2015, increased 65.3%, 51.9% and 47.5% in 2015, respectively.

Our experienced asset management team is key to our strong performance over the past years.
Since its establishment in 1998, our asset management team has experienced multiple market cycles
and has accumulated extensive experience in investment management and risk control. Our
performance has been recognized by numerous industry publications, including awards as the “Best
Asset Management Securities Firm” (% &% #) by the Securities Times (#7F#{), China Securities
Journal (FEF7##) and other publications. Furthermore, our asset management team is highly
experienced and up to date on the latest industry and securities research and closely monitors market
trends. As of December 31, 2015, Orient Securities Asset Management had 65 investment and research
professionals with years of experience in the PRC securities industry.
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In addition, we conduct fund management business through China Universal, an associate in
which we are the largest shareholder with 39.96% equity interest. As of March 31, 2016, AUM of
China Universal amounted to RMB496.6 billion, of which 57.0% was mutual funds. According to the
Asset Management Association of China, China Universal ranked 7% among fund management
companies in China by AUM of mutual funds. China Universal’s fund management business has
achieved solid performance. According to Wind Info, the average growth of net asset value of actively
managed equity mutual funds and all mutual funds managed by China Universal was 151.7% and
64.9% from 2013 to 2015, ranking 1t and 2", respectively, among the top 15 fund management
companies by the AUM of mutual funds.

For our proprietary trading business, we pursue a strategy of value investing and prudent risk
management and have developed strong investment expertise which is well recognized in the industry.
Our proprietary trading business achieved steady growth in 2013, 2014 and 2015 and recorded an
attractive average return. In 2013, 2014 and 2015, revenue from our proprietary trading business
amounted to RMB2,102.6 million, RMB3,012.2 million and RMB7,316.9 million, respectively,
representing a CAGR of 86.5%, and for the same years, the average return of our securities investment
were 14.4%, 27.6% and 44.5%, respectively.

Fast-growing wealth management business with a strong foundation in Shanghai

As one of the most important financial centers in the world, Shanghai has developed active and
efficient financial and capital markets, attracting financial experts and other highly qualified
professionals and become an important center for innovations in financial products and services.
Shanghai had approximately 180,000 HNWIs with personal wealth of over RMB10 million in 2015
and per capita disposable income of urban residents of RMB47,710 in 2014, each ranking 15t among all
31 provinces of China according to estimates in the Retirement Planning and Healthcare of Chinese
HNWIs. With growing personal wealth, the demands of investors for comprehensive financial services
are also rising. We have leveraged our geographic advantage of Shanghai to actively develop our
affluent and high-net-worth client base, drive business innovation, and expand our service offerings to
meet the increasingly diversified wealth management needs:

*  With Shanghai as the business center of our wealth management business, we adopted a
strategy to gradually extend our network to the entire country. We utilized our branches as
connecting points and channels for services, sales and information, through which we fully
integrated our resources in various business segments to maximize efficiency and synergy.
We aimed to build a comprehensive wealth management platform to efficiently provide
value-added services to meet clients’ investment needs and increase client loyalty. As of
March 31, 2016, we had 120 securities branches and 23 futures branches, and 925,400
securities brokerage clients and 28,600 futures brokerage clients, covering all 31 provinces
in China; and

*  We are vigorously expanding our high-end client base including affluent clients, high-net-
worth clients and institutional and corporate clients and continually seeking to deliver
superior customer services. The number of our affluent and high-net-worth clients of our
securities brokerage business increased from 29,000 and 1,600 as of December 31, 2013 to
68,400 and 5,100 as of December 31, 2015, with their respective aggregate account
balances increasing from RMB34.5 billion and RMB27.2 billion to RMBS87.1 billion and
RMB112.9 billion for the same period, representing a CAGR of 58.9% and 103.8%,
respectively. In addition, the account balances of our institutional and corporate clients
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also increased significantly from RMBI122.8 billion as of December 31, 2013 to
RMB286.3 billion as of December 31, 2015, representing a CAGR of 52.7%. For high-end
securities brokerage clients, we draw on resources among different departments in order to
offer a full range of exclusive services. We launched the “Winner of the East” service
brand to provide personalized services, offering our high-net-worth clients access to a
dedicated experienced professional wealth management advisor and a wealth management
director.

We are also expanding our products and service offerings in our wealth management business
to include margin financing and securities lending, collateralized stock repurchase and repurchase
agreement and financial products distribution businesses. According to the Shanghai Stock Exchange
and the Shenzhen Stock Exchange, as of December 31, 2015, we ranked 9™ among PRC securities
firms in terms of the size of collateralized stock repurchase business. According to SAC, we ranked 31
among PRC securities firms in terms of interest income from collateralized stock repurchase business
in 2015. Our collateralized stock repurchase business helps establish long-term relationships with high-
end clients and provides opportunities to cross-sell other financial services such as IPO, NEEQ market-
making business and transfer from NEEQ to stock exchanges in the future. The amount of financial
products we distributed increased significantly from RMB13.3 billion in 2013 to RMB226.3 billion in
2015, representing a CAGR of 313.1%.

Strong track record of innovation resulting in revenue diversification and rapid growth

We have a corporate culture of encouraging innovations and focusing on new business
opportunities that enable us to offer creative solutions to meet the increasing demands of clients for
financial services. Our innovative businesses including various asset management products, alternative
investment, NEEQ and OTC businesses, have resulted in revenue diversification and rapid growth and
laid a solid foundation for future development.

Our business innovation capabilities, especially in developing a comprehensive platform, have
enabled us to be a first-mover in a number of areas in the PRC:

* In 2014, we became one of the first qualified securities firms for Shanghai-Hong Kong
Stock Connect pilot program;

* In 2014, we became one of the first qualified securities firms for market-making in the
NEEQ;

* In 2013, we became the first securities firm qualified to carry out mutual fund
management business;

* In 2010, Orient Securities Asset Management became the first asset management company
approved to be established under a securities firm in the industry and in subsequent years
also became one of the first asset management companies qualified as an investment
manager to manage insurance funds; and

*  In 2005, we became one of the first securities firms approved to carry out CAM business.
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Our product innovation capabilities, especially in the asset management and investment
banking business, are demonstrated in numerous examples:

We have launched various pioneer products in the PRC among the domestic securities
firms, such as one of the first large CAM schemes, the first small CAM scheme, the first
discounted collective product, the first structured large CAM scheme, the first small loan
asset securitization product, and the first mutual fund;

In March 2015, our “DFH Ruifeng” Fund was listed on the Shenzhen Stock Exchange,
becoming the first listed mutual fund managed by a securities firm;

We have launched a series of featured asset management products including Orient
Securities Asset Management—Alibaba No. 1 to No. 10 SAM schemes, and Orient
Securities Asset Management—Ant Small-loan (SZ) No. 1 asset-backed specialized
schemes. They are the first domestic asset-backed securitization scheme backed by
Internet small loans assets. Their senior tranche securities were listed on the Shenzhen
Stock Exchange in September in 2013, the first in the industry;

We underwrote the first asset-backed securities in the interbank market in the PRC as the
lead underwriter with personal consumer loans as underlying asset, and the First Tranche
of Consumer Credit Asset-backed Securities of Yongying in 2015, which was also the first
credit assets-backed security with revolving purchase structure in China;

China Universal, our associate, launched multiple innovative products in the industry,
such as the first cash management account (“Baobao” type account) through Internet
marketing in China launched in 2009; and

We have developed numerous innovative structured notes products secured by various
underlying asset classes for the OTC market and underwritten over 200 such notes
offerings.

We believe our track record is built on our corporate culture of innovation, strong incentive
mechanism and accountability system at our senior management level. We have also removed barriers
across product teams, departments and business lines to promote innovation across the Group.

Highly market-oriented operating and management mechanism with strong synergies

Our diversified shareholding structure, sound corporate governance and shareholders’ trust and
support enable us to establish an efficient, flexible and market-oriented decision-making process.

We strive to expand our business with a focus on profitability:

We implement a broad wealth management strategy, utilizing capital-light branches to
achieve scaled growth of high efficiency and at low cost;

In our investment management business, we focus on management efficiency, and pursue
absolute return and a balance between size and quality of our AUM; and

Our securities research institute has achieved profitability by focusing on conducting in-
depth research on selected fields and industries in order to provide our clients with value
added services, instead of pursuing an all-inclusive industry coverage.
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Leveraging our integrated full-license securities business platform, we are able to achieve
business synergies among different departments and subsidiaries to meet the diversified needs of our
clients throughout the business cycles:

*  Our leading position in market-making business provides sufficient liquidity and support
for our NEEQ securities recommendation and listing business. In 2015, we ranked 3rd
among all market-makers in China in terms of NEEQ market-making volume, accounting
for 9.7% market share;

*  We use our securities branches as our connecting-point of cross-selling for retail clients,
consolidating resources of various departments and transforming the traditional branches
into an integrated full-service financing platform. We have achieved highly efficient fund
raising and distribution in our asset management business supported by the strong network
of our securities brokerage branches; and

*  For our financial advisory business, we provide corporate clients with extensive advisory
services, including M&A advisory, restructuring, financing, NEEQ securities
recommendation and listing. We are able to draw on the resources, expertise and
capabilities across our various businesses and departments to deliver creative and value-
added solutions to our clients. Our full service platform enables our client service teams to
advise corporate clients through various stages of the life cycle of a company, from early
stage venture financing, pre-IPO investments, debt financing, M&A advisory and
execution to [PO and life as a public company.

Prudent, efficient and comprehensive risk management system

At the core of our risk management is the belief that “compliance creates value” and we foster a
culture in which risk management is the responsibility of every employee. We have industry leading
risk management capability. During the Track Record Period, we were not subject to any
administrative penalties. Since the CSRC started publishing the classification evaluation results for
securities firms in 2010, we have received AA or A regulatory rating for six consecutive years (AA
being the highest rating ever received by PRC securities firms).

We focus on monitoring our risks and those of our clients. We have established a
comprehensive risk management system and an effective internal control mechanism, which integrates
risk management, compliance management and internal control functions, covering all businesses,
departments, branches and staff and the entire process from decision-making, execution, supervision to
seeking feedback.

We have established a dynamic net capital monitoring mechanism to comply with statutory net
capital requirements and other regulatory standards. We closely monitor all risk control and liquidity
indicators when conducting our business, particularly the investment and trading business as well as
margin financing and securities lending businesses. During the Track Record Period, we were in
compliance with regulatory requirements in terms of key net capital-based risk control indicators.

Our risk management system has been tested through different market cycles and been a strong
foundation for our business development and innovation. Benefiting from our strong risk management
capabilities, we are among the first PRC securities firms to obtain qualification for pilot businesses,
such as Shanghai-Hong Kong Stock Connect.
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Stable and experienced management team and high caliber professionals

Stable and experienced management and high caliber professionals are the key to our success.
Our experienced senior management has a deep understanding of the development and characteristics
of the securities and financial industries in China. Our core management team has over 10 years of
management experience in the securities and financial industries on average. Our core senior
management team has remained stable, ensuring the consistent implementation of our strategies.
Mr. Pan Xinjun, our Chairman of the Board, and Mr. Jin Wenzhong, our President, have been with our
Company for over 13 and 18 years, respectively. Following the management’s vision and foresight, we
expanded into the international market with the establishment of Orient Finance Hong Kong. We also
formed Citi Orient, a joint venture with Citigroup Global Markets Asia Limited, to leverage
Citigroup’s international expertise and to further improve our professional standards.

We have a team of talented, high caliber and motivated professionals. As of December 31,
2015, approximately 59.0% of our employees in our main business departments (excluding securities
branches) have master degrees or above. We are constantly improving the professional skills and
expertise of our employees through online training, seminars, rotation and mentorship. We seek to
retain and motivate our employees through incentive mechanism and provide them with numerous
career development opportunities. Approximately 75.0% of our middle level management at or above
the level of assistant general manager is promoted internally.

We highly value our corporate culture and strive to create a positive experience for our
employees and promote our cultural cohesion. We participated in a survey jointly organized by Towers
Watson and Fortune in 2009 and 2011 and were awarded “Excellent Employer—The Best Companies
To Work For In China” for both years. We believe our distinctive corporate culture and internal
cohesion enable us to attract and retain talent, which are instrumental to our future success.

BUSINESS STRATEGIES

We aim to become a leading provider of comprehensive financial services. We plan to achieve
our goals through the following strategies.

Further enhance collaborative operations and client-oriented comprehensive financial service
platform to provide one-stop services

To implement the group strategy, we will further strengthen the collaboration between our
various business segments, and increase client service capability to build a one-stop integrated
financial service platform. We will continue to optimize our organizational structure and improve our
business process, management process and resource allocation mechanism to strengthen client sharing
and resources integration.

We will continue to enhance our capability in client development. Specifically, we intend to
focus on expanding our high-net-worth as well as institutional and corporate client base. We strive to
provide a full range of client services and continue to improve our client management system:

*  For strategically important clients, we will enhance our client services led by senior
management and supported by various business teams. For institutional and corporate
clients, we will establish a dedicated sales system integrating our institutional and
corporate sales teams from different business segments, with relevant client managers in
securities branches acting as contacting points. For high-net-worth clients, we will strive to
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provide distinct comprehensive financial services through business collaboration. For
retail clients, we will focus on developing mobile Internet finance and optimizing client
development and the sales network in our O20 business with innovative offerings. In
addition, we will continue to provide innovative value-added services and improve client
service ability in order to attract quality clients and strengthen client loyalty; and

*  We will continue to improve a unified client information and relationship management
platform, and continually increase the size of our client manager team and wealth advisory
team and improve their professional abilities to make in-depth analysis of clients’ needs
and identify business opportunities so as to provide diversified and tailor-made services to
our clients.

Further strengthen our wealth management business to build up our core competitiveness

Wealth management is one of our core businesses, an important source of revenue growth and
the basis to develop other businesses. We will continue to transform our wealth management business
and develop capital intermediary business with a focus on the collateralized stock repurchase. To
achieve this, we intend to adopt the following initiatives:

*  To strengthen our integrated wealth management system with closer cooperation among
different business segments to provide clients with comprehensive financial services, and
further expand the functions of our securities branches as the front office to
comprehensively cross-sell various businesses including securities financing, investment
banking and asset management;

*  To accelerate the transformation of traditional securities branches and optimize the branch
network. We plan to rapidly and flexibly increase the number of securities branches for
wealth management with the support of “Orient Cloud” platform,;

*  To establish a product center offering both in-house developed as well as externally
sourced products in order to provide a full-spectrum, and diversified financial product
database to effectively cater to the needs of our clients, and develop the client service
brand; and

* To enhance the client classification management system, we will further cultivate an
investment consultant team and an institutional and corporate sales team with strong
professional capabilities. We plan to achieve a full service coverage for high-end clients,
with a focus on high-net worth and institutional and corporate clients.

Leverage our expertise in investment management and trading, strengthen our active asset
management business and build a leading investment management brand

We will continue to take advantage of our strengths in investment management and trading,
expand our product offering for asset management and enhance our securities sales and trading
capability. Through these efforts, we aim to build a leading investment management brand. Our
specific business plans include:

*  We will focus on active asset management business. We will continue to diversify and
expand our asset management product portfolio. In particular, we will enhance innovation
in the mutual funds business. We will also continue to expand fixed income mutual funds
and asset securitization products, and continually diversify and improve our product lines
built on our strengths in traditional equity fund products;
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*  Interms of the clients and marketing channels, we will continue to leverage our brand and
diversify our institutional and corporate client base, such as insurance, trusts, large-scale
enterprises and optimize the structure of assets under management; and

*  We will gradually expand the variety and scope of investment and trading products across
different types and markets, covering a variety of securities related financial products on
stock exchanges or over the counter.

While maintaining our existing competitive strengths in equity, fixed income and derivatives
trading securities investment business, we will continue to follow prudent risk management and trading
disciplines and achieve revenue growth within our risk tolerance level.

Continue to innovate and expand our international business for future growth

We will continue to build our corporate culture that encourages innovation, and strive to make
new product and service offerings a driving force of our revenue and profit growth. Specifically, we
plan to:

* Internet platform: We plan to build a comprehensive “one-stop” Internet financial product
platform through our unified account system. Meanwhile, we seek to capitalize on the
mobile Internet trend to offer personalized services through mobile devices;

* OTC: We will focus on the services for high-net-worth clients and institutional and
corporate clients, and utilize our strengths in investment research, product design and
market-making through product and service innovation, to build a differentiated OTC
business;

*  Financial derivatives: We will increase the trading in derivatives in line with our market-
neutral strategy, expand the scale of arbitrage trading, diversify revenue sources and
promote the innovation in OTC derivatives; and

«  FICC: We will continue to build an FICC business platform that meets international
standards, expand into areas such as foreign exchange, gold, commodities, and
corresponding derivatives, structured products and other instruments in order to form a
complete FICC business.

We will also focus on the internationalization of our business. We will continue to seek
opportunities to expand our overseas business, including cross-border M&As. We will expand our
relationship with, and leverage the worldwide business network of, Citigroup, the foreign shareholder
of Citi Orient, deepen our cooperation with them and provide diversified domestic and international
investment banking service for our clients.

Further strengthen prudent risk management and lay a solid foundation for business
development

We will continually optimize and improve our comprehensive risk management capability in
order to integrate risk management, compliance management and internal control functions. We intend
to do this by pursuing the following:

*  We will further optimize our internally developed risk management operation mechanism,
boost each level’s risk management function, and implement the comprehensive risk
management mechanism with full coverage, all-staff participation and whole process
control;
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We will enhance our management on portfolio risks by focusing on net capital and risk
exposure, coordinate the key elements such as capital, size, risk exposure and leverage,
and optimize the asset and liability allocation and risk control management mechanism;

We will enhance the application of information technologies in compliance and risk
management, optimize the capabilities of identifying and evaluating potential risks and the
dynamic risk monitoring models by applying international risk management tools and
establishing risk database and quantitative risk indicators and evaluation models, and
enhance the warning and control capabilities for credit risks, market risks, liquidity risks
and operation risks; and

In terms of the risk management associated with innovative businesses, we will track the
whole process such as framework design, reporting and business execution, and focus our
efforts on enhancing the compliance and risk examination of new types of businesses.

Further optimize our system for talent development and performance evaluation and enhance
corporate culture

Talented, high caliber and motivated professionals with strong work ethics, together with a
team work and collaboration oriented corporate culture, are key to our success. We intend to adopt the
following measures:

We will continue to optimize the structure of our talent pool and build our multi-layer
talent development system including internal promotion, recruitment of high caliber
professionals for our core and innovative businesses, and leveraging our brand to attract
talent with leadership and international vision;

We will further enhance our staff training and expand career development program so as
to achieve the mutual development of the staff’s personal abilities and our business;

We plan to further improve our market-oriented performance evaluation and incentive
mechanism, optimize the business structure and adopt equity incentive schemes to
maintain our competitiveness and improve staff loyalty; and

We will continue to enhance corporate culture, staff cohesion and corporate
competitiveness by cultivating a family-like environment.
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OUR BUSINESS

Our major business segments include trading and investment management, brokerage and
securities financing, investment banking, as well as headquarters and others. Trading and investment
management includes securities sales and trading as well as investment management. The following
table shows the composition of each business segment:

Trading and Investment Management Brokerage and

Investment Securities Investment Headquarters and
Securities Sales and Trading Management Financing Banking® Others
* Proprietary trading e Asset e Securities e Equity *  Treasury
*  Equity proprietary management brokerage underwriting business
trading *  Fund * Futures and and others
*  Fixed income management® brokerage sponsorship ¢ Overseas
proprietary trading * Private equity e Securities e Debt business
*  Derivatives trading investment financing underwriting
*  Others * Financial
*  NEEQ market- advisory®
making
*  Alternative
investment

. Securities research

Notes:

(1) The investment banking business is mainly conducted by our subsidiary Citi Orient, in which we hold 66.67% equity interest.

(2) We engage in fund management business mainly through China Universal, an associate in which we are the largest shareholder with
39.96% equity interest.

(3) Includes M&A and NEEQ securities recommendation and listing business, asset-backed securitization and others.

The following table sets forth the breakdown of our total revenue by business segment for the
periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)
(in millions, except percentages)
Securities sales and trading . ...... 2,303.9 50.8 3,318.1 42.5 8,713.9 43.0 2,980.8 58.3 23 0.1
Including: Proprietary trading ... 2,102.6 46.3 3,012.2 38.6 7,316.9 36.1 2,571.1 503 66.1 2.4
Investment management® ........ 202.1 45 3190 4.1 11,7558 87 2296 45 3542 12.6
Brokerage and securities
financing . ................... 1,637.8 36.0 2,970.5 38.0 7,813.7 38.6 1,400.9 27.4 1,469.6 52.5
Investment banking ............. 260.1 5.7 51277 6.6 9209 45 2986 5.8 5063 18.1
Headquarters and others . ......... 2448 54 8656 11.0 1,4247 7.0 2394 4.7 5683 203
Inter-segment elimination . . ... ... (109.1) (2.4) (173.5) (2.2) (376.4) (1.8) (35.3) (0.7) (100.5) (3.6)
Total ......................... 4,539.6 100.0 7,812.4 100.0 20,252.6 100.0 5,114.0 100.0 2,800.2 100.0
Note:
(1) Excludes the revenue of China Universal, an associate in which we hold 39.96% equity interest and do not consolidate into our financial
statements.

Securities Sales and Trading

Our securities sales and trading business consists of proprietary trading (including equity
proprietary trading, fixed income proprietary trading and derivatives trading), NEEQ market-making,
alternative investment and securities research, as well as prime brokerage service for institutional
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clients. We have been focusing on the development of proprietary trading business since our
establishment. During the past two decades, we continued to cultivate investment teams and
accumulate market experience. Pursuing value investing and active risk management, our investment
and research capabilities are now well recognized in the industry, and we have achieved a favorable
average return of securities investment.

In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue from
our securities sales and trading business amounted to RMB2,303.9 million, RMB3,318.1 million,
RMB8,713.9 million, RMB2,980.8 million and RMB2.3 million, respectively, representing 50.8%,
42.5%, 43.0%, 58.3% and 0.1% of our total revenue, respectively.

The following table sets forth a breakdown of revenue from our securities sales and trading
business for the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)

(RMB in millions, except percentages)
Proprietary Trading
Securities Investment Department
(mainly engages in equity
proprietary trading) .. ............ 640.0 27.8 1,145.1 34.5 4,877.0 559 1,842.4 61.9 (490.5) *
Fixed Income Department (mainly
engages in fixed income proprietary

trading) ......... ... ... ..., 1,380.0 59.9 1,758.3 53.0 2,159.5 24.8 6744 22.6 545.6 *
Derivatives Department (mainly
engages in derivatives trading) . . . .. 826 3.6 1088 33 2804 32 549 18 110 *
Subtotal . ............ ... o L 2,102.6 91.3 3,012.2 90.8 7,316.9 84.0 2,571.7 863 66.1 *
Others

NEEQ Investment Department (mainly

engages in NEEQ market

making) ........... . ... ... —  — 559 1.7 7903 9.1 313.6 10.5 (291.7) *
Orient Securities Innovation

Investment (mainly engages in

alternative investment) ........... 241 1.0 877 2.6 2246 2.6 499 1.7 1718 *
Research Institute . ................ 1809 79 1579 48 3788 42 430 14 56.6 *
Other Business() .. ................ 3.7) (0.2) 44 0.1 33 0.1 26 0.1 (0.5) *
Subtotal . ........ ... ... ... 201.3 87 3059 92 1,397.0 16.0 409.1 13.7 (63.8) *

Total ......... ... .. ... ... ...... 2,303.9 100.0 3,318.1 100.0 8,713.9 100.0 2,980.8 100.0 2.3 100.0
Notes:

*  Due to the small amount of total revenue, percentage of each breakdown item is not meaningful.

(1) Includes certain consolidated TAM products.
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Proprietary Trading

Revenue from our proprietary trading business is primarily derived from realized gains and
gains or losses from fair value changes of equity securities, fixed income securities, and financial
derivatives. In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue
from our proprietary trading business amounted to RMB2,102.6 million, RMB3,012.2 million,
RMB7,316.9 million, RMB2,571.7 million and RMB66.1 million, respectively. Financial assets under
proprietary trading are classified as financial assets at fair value through profit or loss, held to maturity
investments or available-for-sale financial assets. The classification depends on the nature and purpose
of the financial assets and is determined at the time of initial recognition. See “Appendix I—
Significant Accounting Policies—Financial instruments.” The following table sets forth the balance by
asset class of our proprietary trading business as of the dates indicated:

As of December 31, Mareh3l,  Practieable
2013 2014 2015 2016 Date
(RMB in millions)

Stocks

Shanghai Stock Exchange ........ 2,183.1 2,710.9 5,570.4 2,999.1 2,882.0

Shenzhen Stock Exchange ....... 3,517.0 3,335.0 3,419.0 2,204.9 2,538.3

NEEQ ................. ... — 1.2 276.5 343.7 471.4

Southbound Trading ............ — — — 66.0 179.3

Subtotal ...................... 5,700.1 6,047.1 9,265.9 5,613.7 6,071.0
Funds ............ .. ... .. ....... 1,068.9 787.1 4,899.5 1,581.5 1,182.4
Bonds .......................... 23,720.2 30,094.1 34,014.1 33,296.6 36,696.5
Others® .. ... ................... 387.9 1,080.9 2,170.3 2,695.5 3,163.2
Total .......................... 30,877.1 38,009.2 50,349.8 43,187.3 47,113.1
Note:

(1) Primarily include investments in asset management schemes and wealth management products using our own capital.

During the Track Record Period, benefiting from the growth of the PRC securities market, our
professional and prudent investment strategies and proper use of leverage on fixed income
investments, the average return of our securities investment was 14.4%, 27.6% and 44.5% in 2013,
2014 and 2015, respectively. When the A share market rose significantly in the first half of 2015, we
have prudently reduced our position in light of the increased market risks, which, to certain extent, has
enabled us to minimize the adverse market impact from the increased volatility in the A share market
after mid June 2015.

After market started deleveraging in mid June 2015, the PRC government has introduced
measures to stabilize the market. We also participated in the market stabilization activities by
contributing funds to China Securities Finance Corporation and making commitment not to reduce the
position of our stocks held for investment under certain conditions. In response to the market volatility,
other than our commitment not to reduce overall position of our stock investments, we have been
proactively adjusting our investing portfolio by focusing on stocks with long-term investment value
and strong operating performance. For example, we increased our investments in blue chips, and
further diversified our portfolio among industries. In addition, most of our securities investment
portfolios are fixed income securities, which are less vulnerable to volatility in the A share market.

Over the years, we have established and continued to improve a comprehensive and effective
system covering the Group’s allocation of assets and liabilities and risk limits. The system ensures that
our overall risk is measurable, manageable and within our risk tolerance. Based on our financial budget
plan and our assessment on macroeconomic and market conditions, while considering net capital
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requirement and risk exposure, we allocate annually funds and assets to each business unit and specify
its respective limit. We have established a dynamic monitoring and stop-loss mechanism for the
proprietary trading business to ensure we operate within the risk limit.

We intend to gradually expand the investment scope in the future within our risk tolerance. We
will invest in traditional equity or fixed income products as well as quasi-fixed income products. We
will also increase investment in derivatives with a market neutral strategy, expand the size of arbitrage
trading and explore new revenue sources. In addition, we intend to expand FICC business to foreign
exchanges, gold, commodities as well as corresponding derivatives, structured products and portfolios.

In order to strengthen management of proprietary trading business and ensure that such
strategies are carried out in an efficient manner within the scope of authorization, we have formulated
relevant administrative rules and established a five-level management system. The investment risks are
managed through rigorous system. We have also optimized decision-making process to ensure the
safety and efficiency of our investments. Please see “—Risk Management and Internal Control
Measures of Major Businesses—Securities Sales and Trading Business—Proprietary Trading
Business—The Investment Decision-making Processes.”

Equity proprietary trading

We invest and trade equity securities and funds and may use derivatives as hedging tools as
appropriate. Such investments are all funded by our own capital.

We pursue value investing. Based on our in-depth analysis of macro-economic condition,
regulatory environment and industry and market cycles, we carefully select individual stocks with
long-term investment value, and make investment decisions prudently. We strive to capture investment
opportunities of companies with solid operating performance, high-growth potential and good market
liquidity. We decide on timing to buy and sell particular equity securities, based on industry analysis,
market cycles analysis, changes in regulations and macro factors as well as behaviors of market
participants.

We follow the principle of diversified investment and build a dynamically adjusted stop-loss
and “take-profit” mechanism, with which we aim to closely monitor the market risks and dynamically
adjust our warning and stop-loss limits to protect our investment gains. For both individual investment
and investment portfolios, if the market prices of the securities we hold have increased after our initial
investment, we will dynamically move up warning and stop-loss limits, so that we can still protect our
initial gain when the market price of a particular investment drops afterwards. We have also
established an aggregate limit for the loss from our proprietary equity trading operations. At the end of
each trading day, the proprietary equity trading results are reported to the director of our Investment
Decision Committee.

We started to conduct stock investment since our establishment and have formed an
experienced and sizable investment and research team. As of December 31, 2015, our Equity
Investment Department is composed of 32 employees, among which 25 are research analysts and
investment managers (including chief investment officer). All of the investment managers are
internally promoted with an average working experience of more than five years with us. Our
investment and research team has established good internal communication mechanism, attaches great
importance to professional development, and continually strengthens analytical capabilities and market
acumen.
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We may engage in derivatives trading to hedge the risks of equity proprietary trading business,
and use it as part of our measures to control risks relating to proprietary trading. Currently, there are
three index futures, including CSI 300 Index Futures (IEE%300/#5#%), SSE 50 Index Futures
(ERE50BAR ) and CSI 500 Index Futures (#500/k48 #1£) and one ETF option which is SSE 50 ETF
Option (L350 ETFHE) available for hedging purpose in China. However, our hedging strategy is
limited by the availability of existing hedging products and the restrictions imposed by CSRC on using
stock index futures as a hedging option. In addition, the cost of shorting stock index futures to hedge
against risks in the stock market increased significantly due to illiquidity of stock index futures since
July 2015. For our equity proprietary trading business, we mainly engaged in directional investment in
the past. We have managed our investment risks through various measures including the equity
securities pool, concentration limit, monitoring, data analysis and dynamically adjusted stop-loss
mechanism. See “—Risk Management and Internal Control Measures of Major Businesses—Securities
Sales and Trading Business—Equity proprietary trading.” For our market neutral proprietary trading
business, which involves derivatives, see “—Derivatives trading.”

As the A share market has experienced considerable volatility since June 2015, we made a joint
announcement with other 20 major securities firms in China on July 4, 2015, stating that (i) we will
promote the stable development of the PRC stock market and contribute 15% of net assets as of
June 30, 2015 to China Securities Finance Corporation to invest in the blue chips ETFs; and (ii) unless
the Shanghai Stock Exchange Composite Index reaches 4,500 or above, we will not reduce the net
position of our stock proprietary trading to the level below our position as of July 3, 2015 and shall
increase the net position of our stock proprietary trading as appropriate. As of July 3, 2015, December
31, 2015 and March 31, 2016, the net position of our stock proprietary trading was RMB3.8 billion,
RMB9.0 billion and RMB5.1 billion, respectively. We monitor the net position of our stock proprietary
trading on a daily basis. If the net position of our stock proprietary trading falls below the level as of
July 3, 2015, we will increase our position immediately by purchasing stock or adjusting portfolios to
maintain our commitment. On September 1, 2015, we decided to further increase our total
contributions to China Securities Finance Corporation to no more than 20% of our net assets as of July
31, 2015. As of March 31, 2016, we had contributed approximately RMB6.5 billion in total. We also
made commitment not to reduce the position of our stocks held for investment under certain
conditions. See “Risk Factors—Risks Relating to Our Business and Industry—We have made
contributions for investment in China blue chips ETF and have committed not to reduce the position of
our stocks held for investment under certain conditions.”

Fixed income proprietary trading

As for fixed income proprietary trading, we trade various fixed income securities, including
treasury bonds, financial bonds, PBOC notes, medium-term notes, short-term financing bills, corporate
bonds, enterprise bonds and convertible bonds as well as fixed income funds and derivatives, on the
PRC interbank bond market and relevant exchanges. We were awarded Excellent Issuer, Excellent
Dealer and Excellent Underwriter of the PRC Bond Market in 2014 and 2015. We are one of the two
securities firms that received all three awards in both years. In addition, we received Best Securities
Firm Award of Inter-bank Local Currency Market (“SRATMHIAM M5 REES A FE"), and we were
named as the Excellent Dealer Team of Treasury Bond Futures (“BIfiififef#5525 MIK”) by China
Financial Futures Exchange in each of 2014 and 2015.

We apply prudent investment strategy for our fixed income proprietary trading business with an
objective to maintain a balance between earnings and growth. In order to achieve this goal, we focus
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on risk management and leverage derivatives such as interest rate swaps and treasury bond futures to
hedge interest rate risk. We also focus on diversifying asset allocation to cover various bond assets to
reduce concentration risk. As for credit bonds which constitute the largest portion of our investment,
we control our risk by allocating funds to different industries and limit our holding of lower rated ones.
In 2016, various issuers have defaulted on their corporate bonds in China, which have caused
investors’ concerns, driven up the yields in the PRC bond markets, and affected the market sentiment
and investor appetite for corporate bonds. As of the Latest Practicable Date, we have not been affected
by any defaults on corporate bonds with respect to our fixed income proprietary investment portfolio.
We are closely monitoring the development of the PRC bond market in order to manage our credit risk
exposure according to our established risk management measures. See “—Risk Management and
Internal Control Measures of Major Businesses—Securities Sales and Trading Business—Fixed
income proprietary trading.”

The following table sets forth the balance of our fixed income investments by type and rating of
bonds as of the dates indicated:

As of December 31, As of March 31,
2013 2014 2015 2016
RMB % RMB % RMB % RMB %

(RMB in millions, except for percentages)
Treasury bonds, PBOC notes,
financial bonds and local treasury
bonds ......... ... .. ... ... 4,798.5 202 53887 179 59980 17.6 72932 219
Credit bonds (include enterprise
bonds, corporate bonds and
convertible bonds):

AAAorhigher............. 5,637.9 238 6,219.6 207 7,616.0 224 6,370.2 19.1
AAto AAA ... ... 13,2447 558 18,426.0 61.2 20,359.8 599 19,3429 358.1
Below AA ................ 39.1 0.2 59.8 0.2 40.3 0.1 290.3 0.9
Total .......... ... .. ... ..... 23,720.2 100.0 30,094.1 100.0 34,014.1 100.0 33,296.6 100.0

The following table sets forth the range of coupon rates by type and rating of bonds as of the
dates indicated:

As of
As of December 31, March 31,
2013 2014 2015 2016

(percent)
Treasury bonds, PBOC notes, financial bonds and local
treasurybonds .......... ... 3.09-5.62 3.09-5.79 2.21-5.67 2.27-5.67
Credit bonds (include enterprise bonds, corporate bonds and
convertible bonds):

AAAorhigher ...... ... ... i 0.50-7.90  0.50-7.90  0.20-7.90  0.20-7.90
AAtO AAA 0.60-9.50 0.50-10.00 0.50-10.00 0.20-10.00
Below AA ... 5.65-5.80  0.80-7.10  5.65-7.10  3.80-7.10
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The following table sets forth the balance of our fixed income investment by duration as of the
dates indicated:

As of December 31, As of March 31,
2013 2014 2015 2016
RMB % RMB % RMB % RMB %
(RMB in millions, except for percentages)
Duration
Lessthanoneyear .......... 554.4 2.3 680.7 23 30453 9.0 3,3094 9.9
Oneto fiveyear ............ 18,690.5 78.8 24,5952 81.7 259519 76.3 23,7328 71.3
More than five years ........ 4.475.3 189 48182 160 50169 147 62544 188
Total ........................ 23,720.2 100.0 30,094.1 100.0 34,014.1 100.0 33,296.6 100.0

Our fixed income proprietary trading business also includes market-making business on the
PRC interbank bond market. In April 2014, we became a trial market maker in the PRC interbank bond
market. We publish bilateral quotation and actively respond to the quoting demands from the market
participants. Securities products in our market-making business include treasury bonds, financial
bonds, short-term financing bills and medium-term notes, each with a term of less than 10 years. In
May 2015, we completed filing with National Association of Financial Market Institutional Investors
and became a market maker in Beijing Financial Assets Exchange for credit financing products issued
by non-financial enterprises. We are able to provide liquidity to qualified non-financial institutional
investors due to our outstanding performance in market-making business. According to China Foreign
Exchange Trading Center, we ranked top five among all the securities firms by volume of the fixed
income market-making business in every month 2015. In order to effectively control risks, we continue
to reinforce our market-making strategies by trading a variety of products in market-making business.

In addition, we have provided banks, securities firms, trust companies and asset management
companies with investment advisory services in fixed income transactions since 2013. We offer single
fund-trust products and structured products for fixed income investments, some of which we subscribe
for the subordinated tranche with our own capital after our clients subscribe for the senior tranche. As
of March 31, 2016, we have entered into cooperative agreements with a number of financial
institutions and launched 17 discretionary management products with AUM of RMB24.2 billion,
successfully converting our own investment capabilities into an ability to manage assets for our clients.

Derivatives trading

Using quantitative strategies, we seek profitable trading opportunities arising from various
derivatives and the underlying spot markets, to gain market neutral returns at a low risk. This is
different from equity and fixed income investments, which use derivatives as a hedging instrument.
Our derivatives trading business expands gradually from traditional ETF arbitrage and stock index
futures arbitrage transactions into Alpha strategy investment, market-making and trading of exchange-
traded options, equity return swaps, OTC options, income certificates and other OTC products, thus
forming a comprehensive business line that covers both exchange-traded and OTC business.
Derivatives that we have used include index futures such as CSI 300 Index Futures (IE%300/545 &
and SSE 50 Index Futures (L#5045H%) and ETF options such as SSE 50 ETF Option
(E#ES0ETFHIE). As we adopt a primary market neutral model based on quantitative strategies, risks
and return volatility in our derivatives trading business are relatively low compared to traditional
stocks and bonds investment. The return of investment for our derivatives trading business was not
affected significantly by the A share volatility since June 2015, reflecting the effectiveness of our
market neutral model. As of December 31, 2013, 2014 and 2015 and March 31, 2016, the hedging ratio
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of equity securities for our derivative trading business (the ratio of the short positions over the long
positions of equity securities) was 101.3%, 104.7%, 99.1% and 95.6%, respectively.

Our derivatives team is led by Mr. Ling Xuezhen who is a member of the National Thousand
Talents Program of China. Mr. Ling previously held positions in various top international financial
firms. He has extensive management experience in areas such as portfolio trading and stock index
futures, market risk management, credit derivatives, research and trading, structured credit investment
and direct investment. Mr. Ling has contributed to the financial innovations initiated by the SAC and
stock exchanges, and participated in the (i) drafting of the industry rules governing OTC derivative
business, (ii) the professional review of pilot OTC derivative scheme as well as (iii) the design of
option products and market maker systems.

As equity trading accounted for a large portion in China capital markets, we primarily focus on
exchange-traded stock index futures since the establishment of our derivatives business. However, we
have been actively exploring and expanding our market neutral model and quantitative strategies into
commodities, precious metals and foreign exchanges. China Financial Futures Exchange has tightened
management of stock index futures trading as a result of volatility in the A share market in June 2015,
which has restricted the liquidity of stock index futures to a certain extent. This has had negative
impact on the successful implementation of stock index futures based quantitative strategies. As a
result, we intend to further develop non-stock index futures based derivative trading models such as
commodity futures. In addition, through cross-selling with securities branches, we strive to transform
our derivatives trading business into risk intermediary business by actively expanding market neutral
OTC derivatives trading tailored to the hedging demands of clients.

NEEQ Market-making

We were one of the first securities firms registered with NEEQ Company and permitted to
conduct business as a market maker in June 2014. In 2014 and 2015 and the three months ended 2016,
we participated in the market-making business of 12, 93 and 137 companies, respectively. As of
December 31, 2013, 2014 and 2015 and March 31, 2016, the balance of our NEEQ market-making
business was nil, RMB341.6 million, RMB2,829.7 million and RMB3,032.7 million, respectively.
According to the statistics of NEEQ Company as of December 31, 2015, the trading volume of our
market-making transactions in 2015 amounted to RMB10.7 billion, representing 9.7% of the total
trading volume of all market-making transactions and ranking 34 among all market makers.

We select market-making clients based on strict selection criteria, including their industry,
corporate governance, shareholding and prospects, so as to determine whether such NEEQ quoted
company is suitable for our market-making business. Our NEEQ market-making business model is
shown as follows:

*  We select a company with growth potential based on our internal selection criteria. Once
selected, we enter into a market-making agreement with the selected company;

*  We purchase shares from the selected company at a mutually agreed-upon price and act as
an intermediary between buyers and sellers of shares of new NEEQ quoted companies;

*  As an intermediary of a new NEEQ quoted company, we formulate offer and bid quotes,
with a bid-ask spread of no more than 5%, and solicit buyers and sellers for the relevant
shares; and

*  We sell inventory stocks of the NEEQ quoted company we own to buyers, and facilitate
the completion of sales between other sellers and buyers of relevant stocks.
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Revenue from our NEEQ market-making business mainly includes the following: (i) the
difference between the purchase price and the selling price (which is generally higher than the
purchase price) of our inventory stocks; and (ii) the bid-ask spread we collect when facilitating trading
in shares. According to the Stock Transfer Rules of the National Equities Exchange and Quotations
System (Trial) (CEE /M SER G EGR R SR EERAA] (447) )) for the supervision on NEEQ market-
making activities of securities firms, a securities firm (acting in the capacity of market maker) may
obtain shares of a new NEEQ quoted company in the following manners: (i) acquiring the shares from
existing shareholders of such new NEEQ quoted company before such new NEEQ quoted company
receives an offer on the NEEQ); (ii) share offerings; (iii) acquiring the shares from other market
makers; and (iv) other lawful means.

Alternative Investment

In November 2012, we established a wholly-owned subsidiary Orient Securities Innovation
Investment to engage in alternative investment business. As of March 31, 2016, Orient Securities
Innovation Investment had completed 73 investment projects with a total investment amount of
approximately RMB2,164.2 million. Its investment products include non-performing assets disposed
by banks, and NEEQ equity investment and structured investment business. In 2013, 2014 and 2015
and the three months ended March 31, 2015 and 2016, revenue from Orient Securities Innovation
Investment increased substantially, amounting to RMB24.1 million, RMB87.7 million, RMB224.6
million, RMB49.9 million and RMB171.8 million, respectively.

Securities Research

We provide our institutional clients with research services. Institutional clients lease trading
seats from us and allocate funds to the seats based on our research services. We collect commissions
accordingly. Fund allocation business is now the major source of revenue of our research business. Our
institutional clients mainly include the national social security funds, insurance companies, asset
management companies, mutual fund management companies, private equity fund management
companies, QFII and other institutional investors.

Our securities research business has formed a comprehensive research system covering macro
research, strategy research, tactics research and research on financial engineering and its derivatives.
We provide industry and company research. In terms of industry research, we mainly provide focused
research services in industries where we have strong expertise, such as TMT, new energy, chemical
and military. We also conduct research in “Internet Finance” and other popular investment topics.
Currently, we have covered over 120 listed companies across nearly 40 industries. Since 2013, we
have published approximately 6,000 research reports to date spanning across various areas of capital
markets and provided featured value-added services to clients from which we have generated profits.

As of December 31, 2015, our research institute had 75 research analysts in total. We have
attracted and retained talents through a sound recruitment, training and performance evaluation
mechanism. We have also introduced a “Super Analyst (##&7#7fili)” program to promote outstanding
talent rapidly.

In light of the outstanding achievements we have made in the research business, we have
received a number of awards during the Track Record Period, including the “Best Analyst
(A7 #THI)” awarded by New Fortune (#1#&) in 10 categories; “Crystal Ball Award for Sell-side
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Analysts (57770 MRk i Ek3E)” awarded by Securities Market Weekly (#7FM %7 Tl) in 25 categories;
and “Best Analyst (57 #7fil)” awarded by Chinese Business Network (4% —# %) in § categories.

Investment Management
Our investment management services include:

*  Asset management: Through Orient Securities Asset Management, the first asset
management subsidiary of a securities firm in China, we design and provide
comprehensive investment management solutions by offering asset management products
and services, including CAM, TAM, SAM and mutual funds;

* Fund management: We also conduct fund management business through China
Universal, an associate in which we are the largest shareholder with 39.96% equity
interest. According to the Asset Management Association of China, as of March 31, 2016,
China Universal ranked 7" among fund management companies in China by AUM of
mutual funds and 12t by AUM of segregated accounts (excluding social security funds
and corporate annuity); and

*  Private equity investment: We engage in private equity investment business through
Orient Securities Capital Investment, our wholly-owned subsidiary, and conduct private
equity fund management business through its subsidiaries.

In 2013, 2014 and 2015 and for the three months ended March 31, 2015 and 2016, revenue
from our investment management business segment, excluding the fund management business of
China Universal, was RMB202.1 million, RMB319.0 million, RMB1,755.8 million, RMB229.6
million and RMB354.2 million, accounting for 4.5%, 4.1%, 8.7%, 4.5% and 12.6% of our total
revenue, respectively. The following table sets forth the breakdown of the revenue from our investment
management business for the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %

(in millions, except percentages)
Orient Securities Asset

Management ............ 1914 947 3050 956 1,427.5 81.3 2248 979 240.7 68.0
Orient Securities Capital

Investment ............. 10.7 53 14.0 4.4 3283 18.7 4.8 2.1 1135 320
Total .................... 202.1 100.0 319.0 100.0 1,755.8 100.0 229.6 100.0 354.2 100.0
Asset Management

We provide asset management services and products for our clients, including CAM, TAM,
SAM and mutual funds. As of March 31, 2016, the total AUM of our asset management business was
RMB116.9 billion, with discretionary management products accounting for §9.0% of our total AUM.
According to the Asset Management Association of China, as of December 31, 2015, the total
commission and fee income of our asset management business ranked 5t in the industry.

*  CAM schemes: the asset management schemes in which we manage the assets for several
clients by using the designated account in accordance with relevant laws and CAM
contracts;
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*  TAM schemes: the asset management schemes in which we are authorized by, and enter
into a contract with, a single client to manage the assets entrusted by such client through a
segregated account according to the conditions, requirements and restrictions provided in
the contract;

*  SAM schemes: the management of specific assets for clients for specific purposes; and

*  Mutual funds: mutual funds raised by securities firms for asset management.

The following table sets forth the AUM and commission and fee income by product type for the
periods indicated:

As of or for the three

As of or for the year ended December 31, months ended March 31,
2013 2014 2015 2015 2016
Commission Commission Commission Commission Commission
and fee and fee and fee and fee and fee

AUM income AUM income AUM income AUM income AUM income
(RMB in millions)

CAM schemes .... 15,601.2 193.0 13,240.5 214.9 25,202.5 897.2  18,958.0 168.7 24,458.4 69.1
TAM schemes . . . .. 22,149.5 34.0 25,493.1 36.4 53,655.1 2133 25,640.8 32.1 62,190.4 81.2
SAM schemes . .. .. 2,493.1 3.4 2,798.2 14.3 1,487.1 7.0 2,487.1 2.4 5,730.4 1.0
Mutual funds . . . . .. — — 3,062.1 27.0 27,525.8 290.1 6,357.9 22.0 24,512.2 74.5
Total ............ 40,243.8 230.4 44,593.9 292.6 107,870.5 1,407.6  53,443.8 225.2 116,891.4 225.8

The following table sets forth a breakdown of the AUM between discretionary management
products and non-discretionary management products as of the dates indicated:

As of December 31,

As of March 31,
2013 2014 2015 2016
AUM % AUM % AUM % AUM %
(RMB in millions, except percentages)

Discretionary management
products) ... ..o oLl 26,3452 655 32,8569 737 96,748.1 89.7 104,0344 89.0
Non-discretionary management
products® . ... ... ... .. 13,898.6 345 11,737.0 263 11,1224 103 12,857.0 11.0
Total ...................... 40,243.8 100.0 44,5939 100.0 107,870.5 100.0 116,891.4 100.0
Notes:

(1) The discretionary management products include the TAM schemes where the specific investment objects determined by the manager
according to the investment scope and limitation as agreed in the agreements signed with clients, CAM schemes, SAM schemes and
mutual funds.

(2) The non-discretionary management products include asset management schemes under the TAM schemes where the investments are
carried out in strict accordance with the specific investment instructions of the clients.

Pursuing the principle of “Clients First,” we endeavor to create a premier client-oriented “well-
respected asset management company” with a mission to help our clients achieve absolute return and
through a performance-based fee model. As a result, Orient Securities Asset Management has always
taken active management strategies with an aim to achieve a balance between size and quality of the
AUM. Orient Securities Asset Management’s predecessor, which was our asset management business
department, started engaging in asset management for clients in 1998. We have been a long-term
leader in the asset management industry: we were among the first batch of securities firms to conduct
CAM business in 2005; the first asset management subsidiary of a securities firm approved in 2010;
one of the earliest asset management firms qualified as an investment manager for insurance funds in
2012; and the first securities firm to obtain mutual fund management license in 2013.
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We have achieved solid performance for all of our asset management products. From 2005 to
March 31, 2016, the average annualized return of our discretionary management equity products was
23.1%. During the same period, the average annualized return of CSI 300 Index was 12.6%. In
addition, the return of our discretionary management equity products from 2013 to 2015 was 26.5%,
37.5% and 43.3%, respectively.

We have distinguished investment expertise. Since its establishment in 1998, our asset
management team has experienced multiple market cycles and has accumulated extensive experience
in investment management and risk control. Pursuing value investing and absolute return, we have
built a strong team of equity investment professionals over the years who share common investment
philosophy of value investing and pursuit of absolute return, and cultivated a teamwork culture. In
addition, we established a fixed income investment team and a quantitative investment team and
expanded these teams in recent years. As of December 31, 2015, Orient Securities Asset Management
had 151 employees, among which 65 were investment and research professionals. Our investment and
research team has been stable for a long time and possesses extensive experience. The turnover rate of
our investment and research team was only 3% in 2015.

We are a leader in product innovation. By leveraging our leading investment management
capabilities and focusing on clients’ needs, we launched various pioneer products among the domestic
securities firms to provide our clients with alternative investment and financing solutions. These
products included one of the first large CAM schemes, the first small CAM scheme, the first
discounted collective product, the first structured large CAM scheme, the first small loan asset-backed
securitization product and the first mutual fund in China.

Our asset management team has won various awards, including:

*  “China’s Best Wealth Management Brand in 2015 by Securities Times in 2015 awarded
to “DFH”, the brand of our asset management product;

*  Outstanding Collective Wealth Management Securities Firm Award (for five-year period
2008-2012) in “the Fifth Annual Conference for Selecting the Best Private Equity Funds
in China” in 2013, Five-year Winning Award (2009-2013) in “the Sixth Annual
Conference for Private Equity Funds in China” in 2014, Five-year Winning Award (2010-
2014) in “the Seventh Annual Conference for Private Equity Funds in China” in 2015 and
Five-year Winning Award (2011-2015) in “the Eighth Annual Conference for Private
Equity Funds in China” in 2016, each was hosted by Sinolink Securities;

*  China’s Best Securities Firm in Asset Management awarded by Securities Times in 2013
and 2014;

*  Golden Bull—Collective Asset Management Securities Firm awarded by China Securities
Journal in 2013, 2014, 2015 and 2016;

*  The Golden Fund Growing Company Award by Shanghai Securities News in 2016;
* 2015 Rising Star Fund Management Company awarded by Securities Times in 2016; and
*  Grand Prize for Comprehensive Management Capabilities awarded by Shanghai Securities

News in 2013.

We actively promote the development of cross-border businesses, and invest the CAM schemes
and mutual funds into the stock market in Hong Kong through the Shanghai-Hong Kong Stock
Connect. We have 27 products that can invest through this channel.
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CAM

As of March 31, 2016, we had 49 CAM schemes with AUM of RMB24.5 billion. According to
the Asset Management Association of China, as of December 31, 2015, the total AUM of our CAM
schemes ranked 15™ in the industry, with a market share of 1.62%.

The minimum investment for large CAM schemes under DFH series ranges from RMB50,000
to RMB100,000. The minimum investment for small CAM schemes under DFH series was RMB1.0
million. We have established diversified product lines with different risk-return characteristics and
covering different investment areas such as equity, fixed income and quantitative investment, to meet
the needs of the investors with different risk appetite.

The following table sets forth the number and AUM of our CAM schemes as of the dates
indicated:
As of
As of December 31, Marscl? 31,
2013 2014 2015 2016

Number of schemes:

DFH large CAM schemes() . ... ... .. ... . i 25 21 21 21

DFH small CAM schemes . .............iuiiiiiiiiiiin... 17 20 27 28

Total . ... E E E E
AUM (RMB in bilHOR) + o+ oo oo 156 132 252 245
Note:

(1) On June 26, 2013, the CSRC revised the Administrative Measures on Client Asset Management of Securities Firms, deleted the
provisions relating to the collective schemes with over 200 investors (“large CAM”), and prohibited the establishment of new large CAM
schemes, while allowing the large CAM schemes already established before such new regulatory requirements to continue their
operation. All of our existing large CAM schemes are products with no specified duration and thus can continue to operate. For further
information, please refer to “Regulatory Environment.”

As of December 31, 2015, we have 20 CAM schemes included in the Wind Info database for
the latest three years, among which, three balanced mixed products ranked the top three among peers
by performance and seven flexible allocation products ranked in the top 25% by performance. In
addition, the total return of DFH No. 4, our existing product with the longest history, reached 359.9%
for the period from its establishment in April 2009 to March 31, 2016. In comparison, during the same
period, the return of CSI 300 Index was 20.5% and the highest return of equity mutual funds was
219.5%.

There are structural tranches (senior and subordinated) in certain asset management products,
which in aggregate amounted to RMBO0.8 billion as of December 31, 2015, representing 3.3% of the
total AUM of our CAM schemes. Consistent with the general industry practice in China, we may, from
time to time, use our own capital to subscribe for certain portion of subordinated tranches of the asset
management schemes as part of our overall asset allocation strategy, in order to obtain higher returns
of our capital within our risk management threshold, or to demonstrate our confidence in order to
support the product marketing. As of December 31, 2013, 2014 and 2015 and March 31, 2016, we had
a balance of RMB322.1 million, RMB431.5 million, RMB413.0 million and RMB234.0 million,
respectively, invested in the subordinated tranches of the asset management schemes managed by our
Group, which represented 2.1%, 3.3%, 1.6% and 1.0% of the total AUM of our CAM schemes,
respectively. Under the agreements between us and our clients for these schemes, we must compensate
our clients the difference between the actual investment return of the schemes and the expected return
we pre-agreed with them. Our maximum exposure for such subordinated investment is capped at our

162



BUSINESS

total investment amount in the relevant scheme. See “Risk Factors—Risks Relating to Our Business
and Industry—Poor investment performance of our asset management schemes and fund management
may materially and adversely affect our asset management business.”

TAM

We enter into TAM contract with a single client, which could be an institutional client, a
corporate client or a high-net-worth client. We open investment management account in the name of
the client and provide “one-to-one” professional asset management service. In our TAM business, we
emphasize the development of discretionary asset management schemes rather than channel-based
schemes, which differentiates us from many other securities firms.

As of March 31, 2016, we had 81 TAM schemes with AUM of RMB62.2 billion. Among them,
the AUM of discretionary management assets was RMB49.3 billion, accounting for 79.3%.
RMB37.2 billion of discretionary management assets came from the large banks and insurance
companies in China, accounting for 59.8%.

SAM

We are one of the earliest players in the industry to provide the securitization services and have
launched various products, including Orient Securities Asset Management—Alibaba No. 1 to No. 10
SAM schemes, Orient Securities Asset Management—Ant Small-loan (SZ) No. 1 asset-backed
specialized scheme. Currently, all our SAM schemes are listed on the stock exchanges and are traded
among institutional investors.

Orient Securities Asset Management—Alibaba No. 1 to No. 10 SAM schemes were approved
by the CSRC in June 2013 and became the first asset-backed securitization scheme backed by Internet
small loans assets. Their senior tranche securities were listed on the Shenzhen Stock Exchange in
September 2013, the first in the industry. This project was awarded the Second Prize for Shanghai
Financial Innovation Achievements in 2013 due to innovation in the selection of assets and design of
the product structure. It received China’s Best Asset Management Innovation Product Award from
Securities Times in 2014.

Mutual funds

We became the first securities firm to obtain a qualification for the public offering of mutual
funds in August 2013. As of March 31, 2016, we had launched 16 mutual funds in total, with AUM of
RMB24.5 billion. We launched the first mutual fund of securities firms in January 2014 and the first
listed mutual fund of securities firms in March 2015.

According to Wind Info, the net asset value of “DFH Ruifeng”, “DFH Industrial Upgrade” and
“DFH New Motion”, our mutual funds with a full-year track record by the end of 2015, increased by
65.3%, 51.9% and 47.5%, respectively in 2015. In comparison, during the same period, the average net
asset value of all Chinese mutual funds increased by 19.9%.

Fund Management Conducted Through China Universal

We also participate in the fund management business through China Universal, of which we are
the largest shareholder with 39.96% equity interest. China Universal possesses all the licenses required
to engage in fund management business in the securities industry in China. Its businesses cover areas
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such as mutual funds, segregated accounts, international business and pension funds. Its fund
investment covers five major areas, namely stocks, fixed income, passive investment, overseas
investment and alternative investment. China Universal was founded in February 2005. It became the
first in the industry to obtain QDII qualification in October 2007 and one of the first fund management
companies to obtain the qualification for segregated accounts in February 2008. In November 2009, it
established China Universal (Hong Kong). It also obtained the qualification to act as an entrusted
investment manager for social security funds in December 2010. It offered one of the first RQFII fund
products in China in January 2012. As of December 31, 2013, 2014 and 2015 and March 31, 2016, the
AUM of China Universal reached RMB123.1 billion, RMB228.2 billion, RMB467.3 billion and
RMBA496.6 billion, respectively.

The major businesses of China Universal include:

e Mutual funds: As of March 31, 2016, AUM of mutual funds of China Universal was
RMB283.0 billion. It manages 61 funds in total, including 17 equity funds, 16 hybrid
funds, 13 bond funds, 7 money market funds, 4 short-term wealth management funds,
3 QDII funds and 1 principal-guaranteed fund. China Universal is a leader in innovation. It
has launched several pioneer funds of the industry, including a medical healthcare fund in
2010, the first fund targeting a specific industry, and China Universal Cash Express in
December 2012, the first money market fund traded on exchanges. According to the Asset
Management Association of China, as of March 31, 2016, China Universal ranked 7t in
the industry by AUM of mutual funds;

. Segregated accounts: As of March 31, 2016, AUM of segregated accounts of China
Universal (excluding social security and corporate annuity) reached RMBS87.6 billion,
ranking 12% in the industry according to the Asset Management Association of China.
China Universal has been engaged to manage assets for social security funds since
December 2010; and

* International business: China Universal (Hong Kong) is an important platform for China
Universal in cross-border business and cooperation. It obtained the RQFII qualification in
December 2011. It obtained the QFII license in February 2015 and is able to carry out
businesses in China for overseas investors.

China Universal has achieved solid performance. According to Wind Info, the average growth
of net asset value of actively managed equity mutual funds and all mutual funds managed by China
Universal was 151.7% and 64.9% from 2013 to 2015, ranking 1t and 2", respectively, among the top
15 fund management companies by the AUM of mutual funds. In comparison, CSI 300 Index
increased by 47.9% during the same period.

China Universal actively explores the opportunities to develop Internet finance business and
has made significant progress. China Universal launched “Cash Treasure” in 2009, the first cash
management account marketed through the Internet in China (“Baobao” type account), and upgraded it
to be the first money market fund that features T+0 quick cash withdrawal in September 2013. China
Universal has formed a comprehensive electronic financial service platform and has started
cooperation with dozens of online platforms and channel partners including WeChat Money and China
Mobile. At the same time, it also continues to develop its own mobile terminal.
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China Universal’s leading professional capabilities and strong track record have been widely
recognized by the industry and the society, and it has won numerous awards, including:

*  The Golden Fund Top Company Award by Shanghai Securities News in 2014, 2015 and
2016;

*  The Star Fund Management Company in the Fund Industry of China Award—Top Ten
Star Fund Management Companies by Securities Times in 2014 and 2016;

*  The Golden Fund for Ten Years Outstanding Company Award by Shanghai Securities
News in 2013;

*  Golden Bull Equity Fund, Three-year Golden Bull Equity Fund, Golden Bull Bond Fund,
Five-year Golden Bull Hybrid Fund awarded by China Securities Journal to several fund
products in 2013, 2014, 2015 and 2016, respectively;

*  Second Prize for Financial Innovation Achievements, awarded by Shanghai Municipal
Government to China Universal’s Cash Treasure project in 2014; and

*  Second Prize for Financial Innovation Achievements, awarded by Shanghai Municipal
Government to China Universal’s Cash Express in 2013.

In addition to fund management business, China Universal, through its subsidiary China
Universal Capital, in which it holds 50% equity interest, is engaged in segregated accounts asset
management business. It currently offers products in cash management, real estate financing and those
relating to local government financing vehicles.

Private Equity Investment

Orient Securities Capital Investment, our wholly-owned subsidiary, is engaged in private equity
investment business and carries out private equity fund management business through its subsidiaries.
As of March 31, 2016, the AUM of Orient Securities Capital Investment and its subsidiaries amounted
to approximately RMB9.8 billion. In 2015 and for the three months ended March 31, 2016, Orient
Securities Capital Investment achieved revenue of RMB328.3 million and RMB113.5 million,
respectively.

Orient Securities Capital Investment carries out its business mainly through fund management.
Orient Securities Capital Investment and its fund management subsidiaries act as fund managers and
receive annual management fees. It also invests a certain amount of its own funds in these private
equity funds to share their profits.

Orient Securities Capital Investment determines and adjusts its overall investment direction
according to market demand and industry development stages. It selectively invests in companies with
effective business models and high growth potential. It targets long-term returns through strategic
investment, and at the same time has effectively improved its liquidity through timely exit from short-
term projects, which allows it to start a new round of investment quickly and prudently control risks. In
recent years, Orient Securities Capital Investment has invested in media, technology, Internet gaming
and high-end manufacturing industries, mainly in the form of M&A investment. Leveraging the
Group’s resources, Orient Securities Capital Investment strives to help the investee companies to
achieve rapid development and enhanced efficiency. In recent years, Orient Securities Capital
Investment has invested in several high-profile projects in the market, including, amongst others,
Shanda Games (already exited), China Mobile Games & Entertainment, Japan SNK and TV 189.
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Brokerage and Securities Financing

Our brokerage and securities financing business consists of securities brokerage, futures
brokerage and securities financing including margin financing and securities lending, collateralized
stock repurchase and repurchase agreement transactions. We seek to build a full-fledged diversified
financial platform and continually optimize our client structure and revenue mix. We focus on catering
to the needs of our clients in order to provide them with customized value-added services. We have
pursued a capital-light expansion strategy by opening capital-light branches with low cost and high
efficiency and expanding our online service platform. In 2013, 2014 and 2015 and the three months
ended March 31, 2015 and March 31, 2016, revenue from our brokerage and securities financing
business was RMB1,637.8 million, RMB2,970.5 million, RMB7,813.7 million, RMB1,400.9 million
and RMB1,469.6 million, respectively, accounting for 36.0%, 38.0%, 38.6%, 27.4% and 52.5% of total
revenue, respectively. The revenue from brokerage and securities financing business mainly consists of
commission and fee income as well as interest income. The following table sets forth the breakdown of
the revenue derived from our brokerage and securities financing business for the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)
(in millions, except percentages)
Securities brokerage . .. ... 1,177.5 719 1,576.6 53.1 4,219.9 54.0 7325 523 599.9 40.8
Futures brokerage ........ 215.1  13.1 2775 9.3 3959 5.1 81.1 5.8 100.3 6.8
Securities financing ... ... 2452 15.0 1,116.4 37.6 3,1979 409 5873 419 7694 524
Total .................. 1,637.8 100.0 2,970.5 100.0 7,813.7 100.0 1,400.9 100.0 1,469.6 100.0
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Marketing Platform and Branch Network

We conduct our brokerage and securities financing business and develop and retain clients
through our marketing platform and branch network.

During the Track Record Period, our network of securities branches expanded considerably. In
2014 and 2015, we established 29 and 23 securities branches, respectively. In 2015, we achieved full
strategic coverage of all provinces in China with our securities branches. As of March 31, 2016, we
had 120 securities branches in total, including 61 Type-A branches, 32 Type-B branches and 27 Type-
C branches distributed in 31 provinces and 58 cities across the country. The following diagram shows
our securities branches network as of March 31, 2016:
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Most of our newly-established securities branches are Type-B and Type-C capital-light
branches, which mainly aim to deepen our client coverage. They provide trading services to clients
with relatively simplified set of equipments, less space, lower setup cost and fewer on-site staff and
enable us to achieve rapid network coverage with relatively low capital expenditure. In order to further
accelerate the expansion of Type-B and Type-C branches, we established the “Orient Cloud” platform
to process operating data and centralize management of key middle- and back-office functions to our
headquarters. Through the “Orient Cloud” platform, our branches no longer need to store or process
the operating data at their own terminals, which significantly reduced setup cost and improved
operating efficiency. The following table shows the breakdown of the number of our securities
branches by type as of the dates indicated:

As of
As of December 31, Marscl(: 31,
2013 2014 2015 2016
Type-Abranch .. ...... .. ... . . 61 61 61 61
Type-Bbranch . ....... ... ... . .. . . 5 13 32 32
Type-Cbranch ........ ... ... i 2 23 27 27
Total .. ... 68 97 120 120

In the future, we plan to fully leverage capital-light branches to implement our broad wealth
management strategy, explore and integrate local resources, cooperate across departments to explore
business opportunities, so as to achieve growth with higher efficiency and lower costs. We plan to
further optimize the marketing functions and the ability to provide comprehensive services of our
branches, and explore the growth potential of our branches in providing brokerage, asset management
and securities financing services and acting as a client facing window to capture cross-sale and
business development opportunities for our investment banking businesses. We strive to enhance our
ability to provide integrated, diversified and customized financial services to different clients.

In order to enhance the competitiveness of our securities branches, we organize trainings on
wealth management skill, business fundamentals and specific topics of securities branches for front
office staff on a routine basis. We have implemented a one-stop service program for our sales team,
and built our wealth advisory team integrating our sales, investment and advisory services. Wealth
advisors provide professional advisory services to clients on wealth management products selection
based on the risk appetite and asset size of the clients, and assist clients to manage their wealth, in
order to best achieve stable growth targets. In addition, we also acquire clients through contracted
external securities brokers and share the revenue derived from such clients with these securities
brokers. The number of client managers, wealth advisors and contracted securities brokers is shown in
the following table:

As of December 31, Mzﬁ'scl(:gl

2013 2014 2015 2016 ’
Client Managers .. ... ....c.uoutiu et e 582 510 807 795
Wealth adviSOors . . ... 114 172 218 219
Securities brokers() . ... . 562 625 799 778
Total . ... 1,258 1,307 1,824 1,792

Note:
(1) Securities brokers are not our employees, and we enter into agency contracts with them. According to the PRC laws, securities brokers
can only contract with one securities firm.
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In addition to securities branches, we also established futures branches to promote the
development of futures business. As of March 31, 2016, we had 23 futures branches across 17
provinces in China. As of March 31, 2016, we had 63 securities branches approved to engage in
futures IB business, through which we can recommend potential futures clients to Orient Securities
Futures to achieve cross selling.

Online Trading Platform

We have built up an online trading platform and regularly upgrade it to transfer our
standardized businesses online. Our clients can open accounts online through Internet and mobile
devices. They can conduct various brokerage and securities financing business via such accounts,
including online stock and fund trading, OTC trading and Southbound Trading Link service. In 2014
and 2015 and the three months ended March 31, 2016, the trading volume of stocks and funds
completed through Internet and mobile devices accounted for 84.0%, 87.0% and 86.7% of our total
trading volume of stocks and funds for the corresponding periods, respectively. In 2014 and 2015 and
the three months ended March 31, 2016, the number of clients who had carried out transactions
through the Internet and mobile phones accounted for 84.6%, 91.1% and 92.9% of the total number of
our stock and fund brokerage clients, respectively. In 2014 and 2015 and the three months ended
March 31, 2016, the number of accounts opened online accounted for 14.6%, 52.9% and 73.5% of the
total number of accounts opened during the corresponding periods, respectively. We believe the online
trading platform can assist our existing securities branches to improve trading convenience and clients’
experience, provide more diversified products for clients, and execute more targeted and effective
marketing.

Securities Brokerage

Our securities brokerage business mainly focuses on the trading of securities on behalf of
clients. We trade stocks, funds and bonds on behalf of our clients according to the instructions given to
the authorized branches. In 2013, 2014 and 2015 and the three months ended March 31, 2015 and
2016, revenue from our securities brokerage business was RMB1,177.5 million, RMB1,576.6 million,
RMB4,219.9 million, RMB732.5 million and RMB599.9 million, respectively. According to the
Shanghai Stock Exchange and Shenzhen Stock Exchange, the aggregate trading volume of securities
on behalf of our clients in 2015 was RMB12,070.0 billion. According to the same source, the
aggregate trading volume of securities on behalf of our clients for the three months ended March 31,
2016 was RMB3,027.7 billion as compared with RMB2,052.6 billion for the same period in 2015. The
types of securities traded on behalf of clients include:

»  Stocks: Stocks of companies listed on the Shanghai Stock Exchange and the Shenzhen
Stock Exchange, and the stocks of companies listed on the Hong Kong Stock Exchange
traded through the Southbound Trading Link Services;

. Funds: Listed funds including mutual funds, closed-end funds and ETFs; and

*  Bonds: Bonds listed on the Shanghai Stock Exchange and the Shenzhen Stock Exchange,
such as treasury bonds, corporate bonds, enterprise bonds and convertible bonds, including
bond repurchase business.
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The following table sets forth the trading volume of our securities brokerage business by
product type for the periods indicated:

Three months
Year ended December 31, ended March 31,

2013 2014 2015 2015 2016
(RMB in millions)

Stocks and funds:

StOCKS + v o v 1,366,823.4 1,978,404.2  6,389,536.3 1,039,580.3  825,964.2
FUnds .....oooovoiieniii... 26,713.7  36,429.1 121,817.0  23,157.6  12,643.9
Subtotal . . ..o 1,393,537.1 2,014,833.3  6,511,353.3 1,062,737.9  838,608.1
BONAS .« .o 3,321,576.7 3,716,093.5  5,558,687.2  989,883.8 2,189,047.4
Total ..o 4,715,113.8 5,730,926.8 12,070,040.5 2,052,621.7 3,027,655.5

In 2013, 2014 and 2015 and the three months ended March 31, 2015 and March 31, 2016, the
average stock and fund brokerage commission rate of our securities branches was 7.7 bps, 6.9 bps, 5.4
bps, 6.3 bps and 4.8 bps, respectively.

We were one of the first companies in China to obtain the qualification to pilot the Southbound
Trading Link business of Shanghai-Hong Kong Stock Connect in October 2014. We officially
launched the Southbound Trading Link business in November 2014. As of March 31, 2016, our clients
had opened 9,800 Southbound Trading Link accounts, accounting for approximately 15.3% of the total
number of clients with net assets of over RMB500,000. Among these accounts, there were 2,300
clients that had conducted transactions through us, representing 23.0% of the total number of
Southbound Trading Link clients. As of March 31, 2016, the accumulated trading volume of our
Southbound Trading Link business was RMB7,463.1 million, with an average commission rate of
approximately 10 bps. We believe that, as the connection between Shanghai and Hong Kong deepens
further, along with the proposed launch of the Shenzhen-Hong Kong Stock Connect business in the
future, the Southbound Trading Link business has strong growth potential.

We mainly engage in trading of securities on behalf of clients in the PRC. After the sharp rise
during the second half of 2014 to mid-June 2015, the A share market experienced considerable
volatility, which affected our trading of securities on behalf of clients to some extent. While the PRC
government has introduced a number of market stabilizing measures to provide support to clients’
brokerage trading volume, such as PBOC’s provision of liquidity support, and the reduction of
transaction fees by the Shanghai Stock Exchange and the Shenzhen Stock Exchange, market
uncertainties still exist. Please refer to “Risk Factors—Risks Relating to Our Business and Industry—
General economic and market conditions could adversely affect our business.”

In addition, we are authorized to distribute various financial products issued by financial
institutions including mutual fund management companies, securities firms, trust companies and
private equity fund management companies as well as our subsidiaries. As of December 31, 2015, we
distributed 986 financial products through our branches, the Internet and mobile platforms.
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The following table sets forth the type and amount of all the financial products we distributed
for the periods indicated:

Three months

Year ended December 31, ended March 31,
2013 2014 2015 2015 2016
(RMB in millions)

Mutual funds .......... ... ... . ... .. 1,811.7 70,720.8 216,752.9 43,149.0 30,851.9
CAM D Products . .......coviii i 10,633.5  3,159.7 1,359.9 467.1 653.1
Trustschemes ............ .. .. ... .. ... ... 81.6 296.2 509.2 271.0 —
Private equity fund products ...................... — 8.8 1,064.3 99.8 408.7
Other financial products ......................... 735.1 22152 6,585.5 8,193.8  1,940.7
Total ........ ... .. . . . . 13,261.9 76,400.7 226,271.8 52,180.7 33,854.4

We have developed a financial product evaluation system and procedures to perform detailed
product analysis and risk assessment of the financial products we distribute. We recommend and
distribute to clients financial products in line with their risk tolerances.

Clients and services of securities brokerage business

The clients of our securities brokerage business are mainly categorized into retail, institutional
and corporate clients:

*  Retail clients: we categorize our retail clients based on their account balances, including
ordinary clients, affluent clients and high-net-worth clients. As of March 31, 2016, we had
921,600 retail clients in our securities brokerage business, among which, 4,000 are high-
net-worth clients with account balance of RMBS5.0 million and above, and 59,100 are
affluent clients with account balance of RMBO0.5 million to RMBS5.0 million.

» Institutional and corporate clients: our institutional and corporate clients include private
equity fund management companies, mutual fund management companies, listed
companies, financial institutions and other corporates. Financial institutions include banks,
insurance and trust companies. As of March 31, 2016, we had 3,800 institutional and
corporate clients in our securities brokerage business.

The following table sets forth the data of our securities brokerage business clients by client type
as of the indicated dates:

As of December 31, As of March 31
b

2013 2014 2015 2016
000 % 000 % 000 % 000 %
Retail clients:
Ordinary clients ......... 608.7 95.2 633.4 92.4 822.1 91.8 858.5 93.2
Affluent clients .......... 29.0 4.5 48.8 7.1 68.4 7.6 59.1 6.4
High-net-worth clients . ... 1.6 0.3 3.1 0.5 5.1 0.6 4.0 0.4
Subtotal . ............... 639.3 100.0 685.3 100.0 895.6 100.0 921.6 100.0
Institutional and corporate
clients: . .................. 2.8 3.1 3.7 3.8
Total ...................... 642.1 688.4 899.3 925.4
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The following table sets forth the account balances of our securities brokerage business clients
by client type as of the dates indicated:

As of December 31,

As of March 31,
2013 2014 2015 2016
RMB % RMB % RMB % RMB %
(in millions, except percentages)
Retail clients:
Ordinary clients ......... 31,177.1 33,5 37,780.7 243 48,048.6 194 46,6234 223
Affluent clients .......... 34,5283 37.2 60,761.1 39.0 87,148.3 35.1 73,6447 353
High-net-worth clients .... 27,1723 293 57,2058 36.7 112,882.6 45.5 88,527.6 424
Subtotal ................ 92,877.7 100.0 155,747.6 100.0 248,079.5 100.0 208,795.7 100.0
Institutional and corporate
clients: . .................. 122,833.4 216,546.6 286,328.5 259,412.8
Total ...................... 215,711.1 372,294.2 534,408.0 468,208.5

With the implementation of the “one-person-multiple-account” policy and the development of
Internet finance, we anticipate that the competition for securities brokerage business will increase in
the future, and the competitive landscape of the industry will further intensify. We believe that the core
competitiveness of a securities firm is to focus on client service, provide various advisory services and
products, and maintain and grow client wealth. We plan to transform our securities brokerage business
from the commission-only model to diversified service fee model, improve the value of our services
and explore alternative sources of revenue.

We strive to meet the different needs of clients and provide them with tailored services in order
to improve client satisfaction. Through online social media channel, our branches try to establish close
relationship with clients, understand their investment needs in real time and provide innovative
services in line with scientific and technological development. Through client advisory services, we
customize different product mix across different holding periods and risk appetites in order to meet
different clients’ preferences for asset allocation. We continually optimize our client value analysis
system and improve the quality of information we collect from our clients.

We place great emphasis on our core clients, communicating with them and providing them
investment guidance regularly. For high-end clients of our brokerage business including high-net-
worth clients and institutional and corporate clients, we provide comprehensive proprietary services by
enhancing the efficient collaboration among all departments, building up our corporate brand and
enhancing client adhesiveness. We regularly send various advisory products such as Winners’ Daily
(Platinum Edition) and the monthly Orient Winners to high-end clients via mail, text messaging and
APP notifications, so as to provide them with comprehensive advisory services. We have opened
WeChat group accounts to serve high-end clients and share the latest views of our research analysts.
We hold meetings on topics such as constructing stock portfolios, formulating investment strategies,
analyzing industries and stock options. We also provide high-end clients with guidance and
information on investment through investment salons. As for private equity funds clients, we provide
prime brokerage services including fund formation, product distribution, structured financing,
liquidation valuation and asset custody.
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Futures Brokerage

We mainly engage in commodity futures brokerage and financial futures brokerage through our
subsidiary Orient Securities Futures. Orient Securities Futures is a member of Shanghai Futures
Exchange, Dalian Commodity Exchange, Zhengzhou Commodity Exchange and China Financial
Futures Exchange. As of March 31, 2016, our futures products consist of 46 commodity futures
including agricultural products, gold and silver, chemical products and metals, and five financial
futures, namely SSE 50, CSI 500, CSI 300, five-year and ten-year treasury bond futures.

In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue of our
futures brokerage business was RMB215.1 million, RMB277.5 million, RMB395.9 million, RMB81.1
million and RMB100.3 million, respectively. In 2013, 2014 and 2015 and the three months ended
March 31, 2015 and 2016, our average futures brokerage commission rate was 0.11 bps, 0.06 bps, 0.04
bps, 0.04 bps and 0.06 bps, respectively.

The following table sets forth the relevant data of the futures brokerage business for the periods
indicated:

As of or for the three months

As of or for the year ended December 31, ended March 31,
2013 2014 2015 2015 2016
Clients:
Number (in thousands) ............. 16.1 20.1 27.1 21.4 28.6
Account balance of the clients (RMB in
millions) ......... ... ... ... 3,567.6 6,076.6 20,304.7 5,620.9 12,516.7
Daily average account balance of
clients (RMB in millions) ......... 3,364.1 3,948.4 10,983.0 5,742.8 13,495.9
Trading turnover (in million lots):
Commodity futures ................ 34.8 136.6 294.0 54.7 75.2
Financial futures .................. 9.1 9.0 17.4 4.2 0.2
Total ....... ... ... ... ... .. ... ..... 43.9 145.6 3114 58.9 75.4
Trading volume (RMB in billions):
Commodity futures ................ 2,288.3 6,588.0 12,623.5 2,728.1 2,895.0
Financial futures .................. 6,627.7 6,781.0 21,192.9 4,512.1 245.9
Total ....... ... ... ... ... ... ... ..., 8,916.0 13,369.0 33,816.4 7,240.2 3,140.9

Orient Securities Futures capitalizes on information technology to differentiate itself and has
put great efforts on the development of IT technologies and the construction of server room to provide
a leading basic trading environment for clients. The trading speed of its platform increased
significantly, attracting a group of market makers and program trading teams to become our clients.
Orient Securities Futures received A regulatory rating among futures companies for four consecutive
years from 2012-2015 from the CSRC, which reflected the strong risk control capability and the
market competitiveness of Orient Securities Futures.

The outstanding track record of Orient Securities Futures was widely recognized by the
industry. It has received numerous awards, including the following in 2015:

e Outstanding Member—Gold Prize, Treasury Bond Futures Market Cultivation Award, and
Product Innovation Award by China Financial Futures Exchange in 2015;

*  Outstanding Member Award in Trading Volume, Outstanding Member Award for Great
Progress in Trading, Outstanding Member Award in Industrial Services, Outstanding
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Member Award in Copper Industry Services, Outstanding Member Award in Zinc and
Lead Industry Services, Outstanding Member Award in Steel Industry Services, and
Outstanding Member Award in Natural Rubber Industry Services by Shanghai Futures
Exchange in 2015;

. 2014 Outstanding Member, The Best Institutional Service Award, and The Best
Institutional Expansion Award by Dalian Commodity Exchange in 2015; and

¢ 2014 Outstanding Member in Market Development and Outstanding Member in Market
Growth by Zhengzhou Commodity Exchange in 2015.

Securities Financing

Our securities financing business consists of margin financing and securities lending,
collateralized stock repurchase and repurchase agreement transactions. In 2013, 2014 and 2015 and the
three months ended March 31, 2015 and 2016, revenue from our securities financing business was
RMB245.2 million, RMB1,116.4 million, RMB3,197.9 million, RMB587.3 million and RMB769.4
million, respectively.

Margin financing and securities lending

We were among the second batch of companies in China qualified to engage in margin
financing and securities lending business in June 2010. Margin financing and securities lending
transaction refers to a transaction in which the investor provides a qualified securities firm with
collateral, to borrow funds and purchase securities (margin financing transaction) or borrow securities
and sell them (securities lending transaction). Through margin financing and securities lending
business, we help our clients to utilize the financial leverage and capture potential opportunities in the
market with a view to enhancing the investment returns for clients. Margin financing and securities
lending business is a major component of our securities financing business. It is capital intensive and
involves exposure to relevant credit risks. Please refer to “Risk Factors—Risks Relating to Our
Business and Industry—We may suffer significant losses from our credit exposure.”

Since 2013 and especially after we successfully completed our A share listing and replenished
net capital in 2015, we have increased our efforts in developing margin financing and securities
lending business under prudent risk management. Margin financing and securities lending business has
gradually become our important source of revenue and profit. As of December 31, 2013, 2014 and
2015 and March 31, 2016, our margin financing and securities lending balance was RMB2,801.4
million, RMB9,777.0 million, RMB13,571.0 million and RMB9,985.7 million, respectively. In 2013,
2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue from margin financing
and securities lending was RMB192.7 million, RMB391.4 million, RMB1,389.9 million, RMB258.5
million and RMB222.5 million, respectively. The revenue from margin financing and securities
lending is mainly interest income.

We perform a thorough evaluation process before onboarding margin financing and securities
lending clients. We assess a range of factors to determine whether such clients are qualified to open a
margin financing and securities lending account, including clients’ income, asset profile, experience in
securities investment, risk appetite, and integrity and compliance records. For new clients of our
margin financing and securities lending business, the minimum daily average balance of their
securities account during the latest 20 trading days shall be no less than RMB500,000. Additionally,
they shall have at least six months of stock trading experience at the time of application. As of
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March 31, 2016, among our existing securities brokerage clients, the total number of clients who had
met our standards and were qualified to open margin financing and securities lending accounts was
approximately 58,141, among which, 24,838 clients had opened accounts.

As of December 31, 2015, 923 stocks and 25 ETFs were qualified for margin financing and
securities lending in China. After our selection, we provide margin financing service for 884 qualified
stocks and 19 qualified ETFs, and provide securities lending service for 668 qualified stocks and 18
qualified ETFs. The agreements we enter into with margin financing and securities lending clients set
out provisions such as the terms, margin financing rates and securities lending rates. In 2013, 2014 and
2015 and the three months ended March 31, 2015 and 2016, the average annualized interest rate of our
margin financing business was 8.5%, 8.5%, 8.3%, 8.4% and 8.3%, and the average annualized fee rate
of our securities lending business was 8.6%, 8.6%, 8.4%, 8.5% and 8.3%, respectively.

The following table sets forth a summary of the major operating and financial information of
our margin financing and securities lending business:

As of or for the
three months ended

As of or for the year ended December 31, March 31,
2013 2014 2015 2015 2016

Number of accounts (in thousands) .............. 9.1 15.3 24.5 18.0 24.8
Balance (RMB in millions):

Margin financing (Balance of loans lent out) ....  2,793.0 9,7353  13,532.1 16,2724 9,842.8

Securities lending (Value of securities lent out) . . 8.4 41.7 38.9 42.1 142.9

Total ... 2,801.4 9,777.0  13,571.0 16,314.5 9,985.7
Overall collateral ratio() at the end of the period ... 260.1% 258.6% 290.4% 268.8% 283.8%
Trading volume (RMB in millions):

Margin financing . ............... ... . ... .. 35,019.1 97,456.1 429,603.2 43,463.8 33,888.6

Securities lending .. ......... ... ... .. ... .. 2,256.6 4,253.6 8,108.4 821.3 498.3

Total ... 37,2757 101,709.7 437,711.6 44,285.1 34,386.9
Income (RMB in millions):

Interestincome . ............ . ... 192.7 3914 1,389.9 258.5 222.5
Note:

(1) Overall collateral ratio refers to the ratio of the fair value of the collateral, including cash and securities held by the clients, to the balance
of margin accounts of the clients. Balance of margin accounts represents the sum of the receivables and the securities lent out in the
margin accounts.

We require our margin financing and securities lending clients to provide collateral in the form
of securities listed on the Shanghai Stock Exchange and the Shenzhen Stock Exchange. We use
different discount rates to determine the value of these securities and monitor such discount rates on a
real-time basis and make adjustments based on various factors to manage credit risk, such as market
trends and volatility, percentage of price increase of individual stocks and material negative events. As
a result of our business expansion and relatively stable collateral ratio, the fair value of the collateral
we received from clients has increased significantly during the Track Record Period. As of December
31, 2013, 2014 and 2015 and March 31, 2016, the fair value of the collateral we received from clients
who have margin financing and securities lending liabilities to us under margin financing and securities
lending business was RMB7,286.6 million, RMB25,278.4 million, RMB39,408.6 million and
RMB28,342.4 million, respectively. The aforementioned amount does not include collaterals received
from clients who do not have margin financing and securities lending liabilities to us but who have
collaterals held in margin accounts. For the details of all the collaterals held in all clients’ margin
accounts in respect of margin financing business, please refer to the undiscounted market value of
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collaterals received from the Company’s customers in Note 27 set forth in “Appendix I-—Accountants’
Report”. The following table sets forth the maximum collateral discount rates applicable for various
types of securities in our margin financing and securities lending business as of March 31, 2016:

Type of securities Discount rate
Treasury bonds . . .. ... 95%
BT o 90%
Non-ETF listed securities investment funds and non-treasury bonds ......................... 80%
Constituent stocks of SSE 180 Index and SZSE 100 Index .. ............ ... .. ... ... 70%
Non-ST stocks (excluding constituent stocks of SSE 180 Index and SZSE 100 Index) ........... 65%

When determining the credit ratings of the clients and credit lines to be granted, we assess the
factors like income, asset profile and profitability and pay special attention to the profitability and
transaction activity of the clients. Clients who apply for margin financing and securities lending service
for the first time must do so on site. We also have established a risk management warning system to
monitor the value of the collateral provided by the clients and the collateral ratio in real time. We
provide risk warnings to our clients in the event that relevant risks intensify so as to control their
leverage ratio and strive to protect their interests. Please refer to “—Risk Management and Internal
Control Measures of Major Businesses—Brokerage and Securities Financing Business—Securities
Financing Business—Margin Financing and Securities Lending Business.” Before the A share market
experienced considerable volatility in June 2015, we had required our branches several times to alert
our clients about the market risks. Due to our strict implementation of risk control measures and close
communication with our clients, only eight minor liquidation incidents occurred. Most of the
liquidation incidents took place on July 8, 2015 and July 9, 2015, mainly attributable to extreme
circumstances where the market declined significantly, subject securities reached their daily downside
limit in consecutive trading days, and clients were not able to sell their securities. The total amount of
the eight margin financing and securities lending accounts on which we enforced liquidation was
approximately RMB11.0 million, representing 0.06% of the balance of our margin financing and
securities lending business. Since we had communicated well with our clients before the liquidation,
we did not receive any complaints and were not involved in any dispute due to the forced liquidations.
Other than the circumstances mentioned above, in 2013, 2014 and 2015, there had been no forced
liquidation incident resulting from collateral inadequacy. As of March 31, 2016, the overall collateral
ratio of our margin financing and securities lending business was 283.8%.

Affected by the A share market volatility since June 2015 and increased deleveraging, the
balance of our margin financing and securities lending business decreased from RMB26,406.8 million
as of June 30, 2015 to RMB13,571.0 million as of December 31, 2015. The balance of our margin
financing and securities lending business was RMB9,985.7 million as of March 31, 2016. The
following table sets forth the sensitivity analysis of the impact of the changes in the value of collateral
on the collateral ratio of the margin financing and securities lending business as of March 31, 2016 and
as of the Latest Practicable Date:

As of March 31, 2016 As of the Latest Practicable Date
20% 40% 20% 40%
decrease in  decrease in decrease in  decrease in
market market market market
Actual value value Actual value value
Balance of margin financing and securities
lending business (RMB in millions) ....  9,985.7 9,985.7 9,985.7 9,049.6 9,049.6 9,049.6
Fair value of collateral (RMB in
millions) ......................... 28,3424 22,6739 17,0055 24,862.5 19,890.0 14,917.5
Overall collateral ratio . . ............. 283.8%  227.1% 170.3%  274.7%  219.8% 164.8%
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Note:
(1) Overall collateral ratio refers to the ratio of the fair value of the collateral, including cash and securities held by the clients, to the balance
of margin accounts. Balance of margin accounts represents the sum of the receivables and the securities lent out in the margin accounts.

Since the commencement of margin financing and securities lending business, we have
complied with regulatory requirements on the margin financing and securities lending business in all
material aspects, including requirements on the minimum funds required of clients applying for an
account, the trading history and the extension of margin financing and securities lending agreements.
Our various risk management measures ensured the smooth operation of our margin financing and
securities lending business. We were not subject to any penalties from the regulatory authorities since
the commencement of this business. Along with the changes in the development of the market, we will
further expand our existing margin financing and securities lending business on the basis of prudent
risk control and comprehensive client service. We will focus on deepening big data analysis based on
client needs, analyzing and monitoring clients’ investment behaviors and positions as well as
improving our management of clients’ investment risks. We will also provide clients with specific
warnings and help diversify risks by intensifying our efforts on analysis of the risk exposures of subject
stocks and paying close attention to indicators such as concentration level of clients’ overall and
individual stock investment. Through these efforts, we will try to improve our service quality and
protect clients’ interests.

Collateralized stock repurchase and repurchase agreement transactions

Collateralized stock repurchase transaction business refers to a transaction in which qualified
borrowers pledge their shares or other securities as collateral to obtain financing from a qualified
lender and agree to repay the funds on a future date to release the pledge. We started research, planning
and preparation for the collateralized stock repurchase transaction business in the beginning of 2013.
After the Shanghai Stock Exchange and the Shenzhen Stock Exchange launched collateralized stock
repurchase transaction business in succession in June 2013, we received the qualification from the
Shanghai Stock Exchange and the Shenzhen Stock Exchange in early July 2013 to conduct
collateralized stock repurchase transaction business. We believe that the funds provided to the clients
through collateralized stock repurchase would be primarily invested in the real economy and thus will
further promote its development. This allows us to continually cultivate new valuable clients and
identify outstanding enterprises with potential to become listed companies or industry leaders. We aim
to provide various financial services to them in subsequent events including listing, market-making and
transfer of listing.

We have gradually built our brand characterized with high efficiency, good quality and
integrity, which has enabled us to charge higher fees. As a securities firm, we are able to quickly
approve and set up collateralized stock repurchase products for our clients. Meanwhile, due to our
knowledge of the stock market as a securities firm and consistent with the general industry practice in
China, we are able to expand the types of collateral commercially acceptable to us for pledge to
include restricted stocks, allowing us to meet the funding requirements of different clients in a timely
manner. Restricted stocks are those shares listed on the PRC stock exchanges but subject to transfer
restrictions for a specified period pursuant to relevant laws, regulations or agreements. This is typically
because the holders of such stocks are controlling shareholders, promoters or strategic investors of the
relevant issuer. In many such cases, holders of a large number of restricted stocks are valuable clients
with business potential to generate cross-sell business opportunities for us. They usually also have
resources to increase collaterals in a timely manner to satisfy collateral ratio requirements. We put
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significant efforts in cultivating and retaining such clients. See “Risk Factors—Risks Relating to Our
Business and Industry—We may suffer significant losses from our credit exposure.” According to the
Shanghai Stock Exchange and the Shenzhen Stock Exchange, as of December 31, 2015, we ranked 9t
among PRC securities firms in terms of the size of the collateralized stock repurchase business, with a
market share of 3.5%. According to SAC, we ranked 3 among PRC securities firms in terms of
interest income from collateralized stock repurchase business in 2015.

In November 2014, we launched a standardized small-size collateralized stock repurchase
product —“Orient e-financing” into the market. This product has been widely used to subscribe for
IPO shares in the A share market. Our clients can open accounts easily via mobile devices and apply
for a small short-term loan of RMB10,000 to RMB3 million on the mobile platforms. As of March 31,
2016, we had opened 8,051 “Orient e-financing” accounts, among which, 3,369 accounts had already
carried out transactions, with a daily average balance of RMBI158.9 million. We believe such
standardized online financing products can help expand our collateralized stock repurchase business
and improve client loyalty.

Repurchase agreement transactions refer to the transaction in which qualified clients sell
subject securities to the securities firms designated by them for trading at an agreed-upon-price, and
agree to repurchase the subject securities at another agreed-upon price on a specific date in the future.
The Shanghai Stock Exchange and the Shenzhen Stock Exchange launched the repurchase agreement
transaction business in October 2011 and January 2013, respectively. We obtained the qualifications
for such business from the Shanghai Stock Exchange and the Shenzhen Stock Exchange in September
2012 and January 2013, respectively.

Compared with the collateralized stock repurchase transaction business, it is easier to open
accounts and more convenient to complete required procedures for repurchase agreement transactions,
but the subject securities must be tradable shares, and the transactions must be carried out by direct
ownership transfer. We position repurchase agreement transactions as a small amount, online and
standardized equity financing product for tradable shares. The following table sets forth the average
annualized interest rates of our collateralized stock repurchase business and repurchase agreement
transaction business as of December 31, 2013, 2014 and 2015 and March 31, 2015 and 2016:

As of December 31, As of March 31,
Average annualized interest rates 2013 2014 2015 2015 2016
Collateralized stock repurchase ... ..................... 8.8% 8.9% 8.7% 8.8% 8.5%
Repurchase agreement transactions . ................... 8.2% 8.6% 8.7% 8.6% 8.5%

On December 31, 2013, 2014 and 2015 and March 31, 2016, the balance of our collateralized
stock repurchase and repurchase agreement transaction business was RMB2,237.2 million,
RMB12,185.9 million, RMB24,140.3 million and RMB26,726.2 million, respectively. In 2013, 2014
and 2015 and the three months ended March 31, 2015 and 2016, revenue from our collateralized stock
repurchase and repurchases agreement transactions business was RMB45.5 million, RMB592.9
million, RMB1,680.7 million, RMB297.0 million and RMB536.6 million, respectively.

We require our collateralized stock repurchase and repurchase agreement transaction clients to
provide sufficient collateral and monitor the collateral ratio of the clients on a real-time basis. We pay
close attention to the creditworthiness of clients in customized collateralized stock repurchase business.
We consider the credit and asset condition of clients and the controlling shareholders, and track the use

178



BUSINESS

of funds to monitor changes in the clients’ creditworthiness, if any. Due to our prudent risk
management, except for “Orient e-financing” (the standardized small-size collateralized stock
repurchase product), there had been no forced liquidation incident resulting from collateral inadequacy
in our collateralized stock repurchase business even when the A share market experienced considerable
volatility in June 2015. As for certain “Orient e-financing” products that had been affected by the
volatility of the stock market, since we strictly adhered to our risk control requirements and
automatically performed liquidation according to the collateral ratio, only approximately RMB2.9
million was affected, all of which had been recovered by the Company without affecting the
Company’s own capital. Please refer to “—Risk Management and Internal Control Measures of Major
Businesses—Brokerage and Securities Financing Business—Securities Financing Business—
Collateralized Stock Repurchase and Repurchase Agreement Transaction Business.” Save as disclosed
above, in 2013, 2014 and 2015 and the three months ended March 31, 2016, there had been no forced
liquidation incident resulting from an overly low collateral ratio. As of March 31, 2016, the collateral
ratio of our collateralized stock repurchase business and repurchase agreement transaction business
was 283.5% and 212.3%, respectively. As a result of our business expansion and increasing clients’
demand for securities financing services, the fair value of the collateral we received from clients has
increased significantly during the Track Record Period. As of December 31, 2013, 2014 and 2015 and
March 31, 2016, the fair value of the collateral we received from clients under collateralized stock
repurchase and repurchase agreement transaction business was RMBS5,081.3 million, RMB35,943.5
million, RMB86,875.5 million and RMB75,798.4 million, respectively. The following table sets forth
the breakdown of the stock collaterals received from our collateralized stock repurchase business and

repurchase agreement transaction business (by type and market):
As of
As of December 31, March 31,
2013 2014 2015 2016
(RMB in millions)

Liquid:
Shanghai Stock Exchange ............................... 1,349.7 13,509.0 30,879.0 26,033.7
Shenzhen Stock Exchange .............................. 1,983.0 7,349.2 10,809.5 11,313.4
Total .. ... 3,332.7 20,858.2 41,688.5 37,347.1
Mliquid™®:
Shanghai Stock Exchange ............................... 789.1 958.1 1,562.7 2,677.1
Shenzhen Stock Exchange .............................. 959.6 14,1272 43,6244 35,774.3
Total . ... ... .. 1,748.7 15,085.3 45,187.1 38,451.4
Note:

(1) Illiquid collaterals refer to restricted stocks.
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The following table sets forth a sensitivity analysis on the impact of the changes in the value of
the stock collateral on our collateral ratio regarding collateralized stock repurchase business and
repurchase agreement transaction business as of March 31, 2016 and as of the Latest Practicable Date:

As of March 31, 2016 As of the Latest Practicable Date
20% 40% 20% 40%
decrease in  decrease in decrease in  decrease in
market market market market
Actual value value Actual value value
Balance of collateralized stock repurchase
and repurchase agreement transaction
business (RMB in millions) .......... 26,726.2  26,726.2 26,726.2 28,504.3 28,504.3 28,504.3
Fair value of the collateral (RMB in
millions) ......................... 75,798.4 60,638.7 45,479.1 71,742.3 57,393.8 43,045.4
Collateral ratio® . .. .................. 283.6%  226.9% 170.2%  251.7%  201.4% 151.0%
Note:

(1) Collateral ratio represents the ratio of the fair value of initial and supplement collateral, less any collateral already released, plus interests
and dividends received, divided by the amount payable by the borrower.

Sources of funds and securities
The sources of funds of our margin financing business mainly include the following:
. Our own funds;

*  Proceeds from the issuance of corporate bonds, subordinated bonds, short-term corporate
bonds of securities firms, short-term financing bills of securities firms and structured
notes,;

*  Margin loans receivables-backed repurchase: we contract with counterparts to sell margin
loans receivables to them to acquire short-term financing and agree to repurchase relevant
assets afterwards; and

*  Margin refinancing: we obtained the qualification to pilot the margin refinancing business
in November 2012. Margin refinancing business makes it convenient for us to lend funds
of third parties to our clients, which can increase the amount of funds available for margin
financing business. We borrow funds from China Securities Finance Corporation and lend
such funds to the clients of our margin financing business.

The sources of securities of our securities lending business mainly include:
*  Proprietary securities; and

»  Securities refinancing: we became one of the first batch of PRC securities firms to pilot
the securities refinancing business in September 2013. Securities refinancing business
makes it convenient for us to lend securities of third parties to our clients, which can
increase the number of securities available for securities financing business. We can
borrow securities from China Securities Finance Corporation and lend such securities to
the clients of our securities financing business. We have not borrowed any securities
through securities refinancing.
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Investment Banking

We engage in the investment banking business through Citi Orient, a subsidiary in which we
hold 66.67% equity interest and our Fixed Income Department. Citi Orient engages in the underwriting
and sponsorship of corporate stocks and corporate bonds, underwriting of enterprise bonds and asset-
backed securities, corporate restructuring and reorganization, and M&As. Our Fixed Income
Department underwrites treasury bonds, financial bonds of policy banks, short-term financing bills and
medium-term notes. In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016,
revenue from investment banking business amounted to RMB260.1 million, RMB512.7 million,
RMB920.9 million, RMB298.6 million and RMB506.3 million, representing 5.7%, 6.6%, 4.5%, 5.8%
and 18.1% of our total revenue, respectively. The following table sets forth a breakdown of revenue
from investment banking business for the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)

(RMB in millions, except percentages)
Equity underwriting and

sponsorship .............. 359 138 1234 241 1508 164 873 292 802 158
Debt underwriting ........... 1434 551 2374 463 3703 402 107.0 358 2653 524
Financial advisory business . ... 51.4 198 999 19.5 3340 363 79.7 267 71.8 142
Others .................... 294 11.3 520 10.1 658 7.1 246 83 89.0 17.6
Total ..................... 260.1 100.0 512.7 100.0 9209 100.0 298.6 100.0 506.3 100.0

Our investment banking business provides services to the following client groups:

. Financial institutions, state-owned enterprises and sector leaders, such as China
Development Bank, Agricultural Development Bank of China, China Minsheng Bank and
DBS Bank;

*  Listed companies with cross-border operations and renowned multinational corporations
with China operations, such as Tigermed,

*  Private sector enterprises with high growth potential or core competitiveness in their
respective segments, such as O-film Tech Co., Ltd., Jinhe Industrial Development Co.,
Ltd, Century Huatong Group, Sanxing Medical Electric Co., Ltd. and Silan
Microelectronics Co., Ltd.; and

+  Key regional state-owned enterprises and listed companies with substantial business
opportunities, such as Zhongtai Chemical Co. Ltd. and Wanhua Chemical Co. Ltd.

We focus on leveraging the rich experiences of Citigroup, the U.S. shareholder of Citi Orient
and strive to maximize the synergies between investment banking and our other business segments. we
are devoted to developing business opportunities of international transactions and clients by leveraging
the global client resources of Citigroup. In addition, capitalizing on the mature product solutions,
professional expertise and operational experiences of Citigroup, we cultivate our own talents to
achieve localized product innovation. In addition, Citi Orient seamlessly collaborates with Orient
Securities Capital Investment and Orient Securities Asset Management in M&As and asset
management sectors. In the future, we will continue to enhance all the collaborative efforts in order to
provide full-fledged and full life-cycle financial services to our clients.
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In recent years, we have received a number of influential awards for our investment banking
business, including:

* In 2015, we received the award of “2015 China’s Best Equity Underwriting Team” by
Securities Times;

* In 2015 and 2014, we were rated as Class A in the practice capacity and professional
evaluation of securities firms engaging in financial advisory business for M&As of listed
companies;

* In 2014, we received the award of “Best NEEQ Host Securities Firm in China” by
Securities Times;

* In 2014, we received the award of “2014 China’s Best Bond Financing & Underwriting
Team” by Securities Times;

 In 2014, we received the award of “2014 Outstanding Underwriter in Chinese Bond
Market” by China Government Securities Depository Trust & Clearing Co. Ltd.;

* In 2013, Citi Orient received the award of “Best Innovation Project” by Securities Times
for the project of “Back-door Listing of Hubei Radio & Television through Wuhan
Plastics”; and

* In 2013, we ranked 8t among all market participants and second among securities firms in
terms of the aggregate bidding and subscription of bonds on the issuance system of PBOC.

Equity Underwriting and Sponsorship

We provide our clients with underwriting and sponsorship services, including IPOs and
secondary offerings. As of March 31, 2016, Citi Orient had 52 sponsor representatives. In 2013, 2014
and 2015 and the three months ended March 31, 2016, we had acted as the lead managers in 18 equity
underwriting transactions in China, with a total underwriting amount of RMB11,923.1 million. We
charge underwriting commissions, sponsorship fees and other fees for the equity financing transactions
at comparable market rates with reference to the deal size and market conditions. Our equity
underwriting and sponsorship revenue was RMB35.9 million, RMB123.4 million, RMB150.8 million,
RMBS87.3 million and RMBS80.2 million respectively in 2013, 2014 and 2015 and the three months
ended March 31, 2015 and 2016. In 2015, according to SAC, in terms of number of lead underwriting
transactions, we ranked 3 among joint venture securities firms with international investors. In 2015,
Citi Orient had completed three [POs and four secondary offering transactions, ranking 34 among joint
venture securities firms with international investors. As of December 31, 2015, Citi Orient had 17 IPOs
pending CSRC review or listing, ranking 2" among the joint venture securities firms with international
investors.
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The table below sets forth the details of various types of equity financing transactions
conducted by us as a lead underwriter:

Three months ended

Year ended December 31, March 31,
2013 2014 2015 2015 2016
IPO:
Number of Issuance . .......... ... ... ..o .. — 1 3 1 1
Lead underwriting amount (RMB in millions) ........... —  581.2 1,070.1 478.2 364.5
Sponsorship and underwriting income (RMB in
millions) . . ... — 48.5 72.4 29.9 21.9
Secondary Offering:
Number ofIssuance ........... ..., 2 4 4 3 3
Lead underwriting amount (RMB in millions) ........... 970.9 3,286.2 3,640.8 3,028.9 2,009.4
Sponsorship and underwriting income (RMB in
millions) . ... 27.7 50.6 60.1 54.1 51.5
Total:
Number of Issuance . ....... ... ... ... ... i .. 2 5 7 4 4
Lead underwriting amount (RMB in millions) ........... 970.9 3,867.4 4,710.9 3,507.1 2,373.9
Sponsorship and underwriting income (RMB in
millions) . ... 27.7 99.1 132.5 84.0 73.4

We focus on client services by offering a full range of financing and advisory services to our
clients. The following table sets forth selected equity underwriting transactions in which we acted as a
lead underwriter during the periods indicated:

Issuer Year Our Role Brief Introduction on the Transaction
Zhejiang Starry 2016 lead underwriter Completed IPO of RMB364.5 million as the
Pharmaceutical Co., lead underwriter
Ltd.
Huafon Microfibre 2016 lead underwriter Completed private placement of RMB1,036
(Shanghai) Co., Ltd. million as the lead underwriter
Ningbo Jifeng Auto Parts 2015 lead underwriter Completed IPO of RMB480 million as the
Co., Ltd. lead underwriter and sponsor

Tiantong Holding Co., 2015 and 2014 lead underwriter Completed private placement of RMB310
Ltd. million as the lead underwriter in 2014,
successfully achieving premium pricing
amid unfavorable secondary market
environment. Completed private placement
of RMB2.0 billion as the lead underwriter in
2015

Ningbo Sanxing Medical 2015 and 2011  lead underwriter Completed IPO as the lead underwriter and
Electronic Co., Ltd sponsor in 2011. Completed private
placement and bond issuance as the lead
underwriter, and provided services to the
listed company on strategy formulation and
acquisition in 2015

United Electronics Co., 2014 lead underwriter Completed private placement of RMB200
Ltd. million as the lead underwriter for
acquisition financing
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Debt Underwriting

We provide debt underwriting, including underwriting and sponsorship services of corporate
bonds as well as underwriting services for enterprise bonds, treasury bonds, financial bonds and others.
We acted as the lead underwriter and raised funds totaling RMB120,068.5 million in 2013, 2014 and
2015 and the three months ended 2016. We charge underwriting commissions and fees for the debt
financing services at comparable market rates with reference to the deal size and market conditions.
Our debt underwriting revenue was RMB143.4 million, RMB237.4 million, RMB370.3 million,
RMB107.0 million and RMB265.3 million in 2013, 2014 and 2015 and the three months ended
March 31, 2015 and 2016, respectively.

The following table shows the breakdown of our debt financing transactions for which we acted
as a lead underwriter by product type during the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
(RMB in millions)

Corporate bonds:

Lead underwriting amount . . ... 3,600.0 9,460.0 24,400.0 — 5,000.0
Sponsorship and underwriting
INCOME ... ovvv e 1.8 38.9 32.5 — 434

Enterprise bonds:

Lead underwriting amount . .. .. 6,100.0 12,926.0 10,850.0 2,800.0 8,746.0

Underwriting income . . ........ 72.8 101.9 106.1 27.8 1253
Financial bonds:

Lead underwriting amount . .. .. 3,000.0 6,894.9 4,122.9 862.9 —

Underwriting income . .. ....... 16.6 19.5 4.5 0 —
Tier-2 capital bonds:

Lead underwriting amount . .. .. — 4.451.0 4,590.0 — —

Underwriting income . . . ....... — 6.2 7.6 — —
Privately placement bonds:

Lead underwriting amount . .. .. 198.0 300.0 150.0 — —

Underwriting income . .. ....... 6.3 3.0 1.5 — —
Asset-backed securities:

Lead underwriting amount . .. .. — — 14,201.4 — 1,078.3

Underwriting income . . ........ — — 11.5 — 1.1
Total:

Lead underwriting amount . .. .. 12,898.0 34,031.9 58,314.3 3,662.9 14,824.3

Sponsorship and underwriting

INCOME . ........covvvvnnn.. 97.5 169.5 163.7 27.8 169.8
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Leveraging the synergies between our domestic business and the global brand and client
resources of Citigroup, the U.S. shareholder of Citi Orient, we have developed many large corporate
clients. The following table sets forth selected bonds underwriting transactions in which we acted as
the lead underwriter during the periods indicated:

Issuer/Transaction Year Our Role Brief Introduction on the Transaction
State Grid 2014  joint lead underwriter Completed bond issuance of RMB10
billion as a joint lead underwriter
China Guangfa Bank 2014  joint lead underwriter Completed issuance of tier-2 capital
bonds of RMBI10 billion as a joint lead
underwriter
Panjin Shuangtaizi 2015  lead underwriter Completed issuance of “special bonds for
Economic Development construction of urban parking places of
and Investment Co., Ltd. Panjin Shuangtaizi Economic

Development and Investment Co., Ltd. for
the year 2015 as the lead underwriter, the
first special bonds public offering in

China
Huifu Wuhan Housing 2015  lead underwriter Completed issuance of asset-backed
Provident Fund Loan I- securities as the lead underwriter with
Asset-backed Securities personal housing fund loan as underlying
asset, which was the first of its kind in
China
First Batch Consumer 2015  lead underwriter Completed issuance of asset-backed
Credit Asset-backed securities in the interbank market as the
Securities of Yongying in lead underwriter with personal
2015 consumption loans as underlying asset,

the first of its kind in China, and also the
first credit asset-backed security with
revolving purchase structure in China

DBS Bank (China) Limited 2015  joint lead underwriter Completed issuance of the first domestic
tier-2 capital bonds of a foreign-owned
bank of RMB2.0 billion as a joint lead
underwriter

Financial Advisory

We provide corporate clients in the PRC with financial advisory services in areas such as
Mé&As and restructuring, NEEQ securities recommendation and listing, enterprise reform and asset-
backed securitization. In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016,
fees and commission income from our financial advisory business amounted to RMB51.4 million,
RMB99.9 million, RMB334.0 million, RMB79.7 million and RMB71.8 million, respectively.
According to SAC, we ranked 14" among all securities firms in China in terms of net income of
financial advisory business in 2015, and 2" among joint-venture securities firms with international
investors. According to Wind Info, we ranked 11t among all securities firms in China in terms of
number of M&A and restructuring transactions in 2015, and 15t among joint-venture securities firms
with international investors. In 2014 and 2015, we were rated Class A for the financial advisory
business among securities firms engaged in M&As for listed companies. Only 13 securities firms
(including 2 joint-venture securities firms with international investors) have received such rating for
two consecutive years.
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We charge advisory fees by transaction type, transaction size and scope of engagement. We
provide corporate clients with M&A advisory services from the perspective of industry positioning and
strategy, and help various clients achieve strategic goals through industry consolidation. In 2013, 2014
and 2015, among the M&A transactions approved by CSRC that we completed, four were primarily
related to industry consolidation in the PRC. Our financial advisory business also drove the growth of
our private equity investment business and our proprietary trading business, further fostering client
loyalty while generating trans-departmental cross-selling business opportunities and income. From
2014 to 2015, leveraging the advantages of Citi Orient investment bank and our other business
departments, Orient Securities Capital Investment participated in and completed privatization of
Shanda Games. Leveraging the global presence of Citigroup, the U.S. shareholder of Citi Orient, we
actively explore potential overseas targets for our clients.

The below table sets forth selected M&A transactions we have participated in 2013, 2014 and
2015 and the three months ended March 31, 2016:

Transaction Year Our Role Brief Introduction on the Transaction
Acquisition of partial equity 2015  financial advisor/ lead Completed Unilumin’s acquisition of the
interest of ROE Visual by underwriter 40% equity interest of ROE Visual;
Unilumin completed related financing as the lead

underwriter; helped clients to enter into
high-end innovative LED industry,
achieve industrial upgrading and increase
production capacities of competitive

products.
Acquisition of Frontage in 2014  financial advisor Completed acquisition of 69.8% equity
America by Tigermed interest of Frontage in America for

US$50.3 million. During the acquisition,
we designed the transaction proposal and
structure which satisfied the needs of all
parties involved, assisted the client in
cross-cultural communication with the
target company and submitted high
quality application documents to
regulatory authorities. The deal received
the CSRC approval within 21 days of our

application.
Acquisition of Shanghai 2013  financial advisor/ lead Completed acquisition of 100% equity
Croton Media by Huace underwriter interest of Shanghai Croton Media by
Media Huace Media for RMB1.7 billion, and

completed related private placement as
the lead underwriter, which by far was the
largest investment in the Korea media
industry by a Chinese company.

In addition, since March 2013, we have been qualified to conduct recommendation and listing
business on the NEEQ, and provide such services and share transfer services as a host securities firm.
In 2013, 2014 and 2015 and the three months ended March 31, 2016, we recommended 6, 13, 27, and 9
companies, respectively, to conduct listings and transfers on the NEEQ, as well as 2, 6, 37 and 7 cases,
respectively, of private placements.
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We actively explore the potential to provide full life-cycle financial services to selected clients
in the NEEQ securities recommendation and listing business together with other departments. When
selecting target clients, we focus on their growth potential and core competitiveness in their niche
market. Citi Orient refers and shares clients with our NEEQ market-making department, in order to
seize the market-making business for such clients after the recommended listing. We are committed to
developing long-term relationships with our clients and focus on the potential to provide a full range of
follow-up financing and other services.

We are committed to providing all kinds of value-added services to clients, including
securitizations with banking credit assets and leased assets as underlying assets for banking clients. We
aim to assist clients in expanding financing channels and meeting customized financing needs through
providing professional structured solutions, asset allocation advice and consulting services that are
client-specific and asset-specific.

Headquarters and Others

Our headquarters and others businesses mainly include our headquarters’ treasury business and
overseas business. In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016,
revenue from the headquarters and others businesses amounted to RMB244.8 million, RMB865.6
million, RMB1,424.7 million, RMB239.4 million and RMB568.3 million, representing 5.4%, 11.0%,
7.0%, 4.7% and 20.3%, respectively, of our total revenue. The following table is a breakdown of
revenue from our headquarters and others businesses for the periods indicated:

Year ended December 31, Three months ended March 31,
2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)
(in millions, except percentages)
Treasury business and

others ................. 2273 929 8065 932 13456 944 197.1 823 462.1 813
Overseas business . ......... 17.5 7.1 59.1 6.8 79.1 5.6 423 17.7 1062 18.7
Total .................... 244.8 100.0 865.6 100.0 1,424.7 100.0 2394 100.0 568.3 100.0

Treasury Business and Others

The treasury business and others mainly include headquarters financing and liquidity
management. In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue
from headquarters’ treasury business and other revenue amounted to RMB227.3 million, RMB806.5
million, RMB1,345.6 million, RMB197.1 million and RMB462.1 million, respectively.

Overseas Business

Our internationalization strategy is still in the initial stage and mainly conducted through Orient
Finance Hong Kong, our Hong Kong located subsidiary established in September 2010. Through its
wholly-owned subsidiaries Orient Finance Hong Kong holds licenses for dealing in securities, advising
on securities, dealing in futures contract, asset management, advising on corporate finance and money
lending. Its core businesses include securities transactions, leveraged finance, equity and debt
underwriting and asset management. As of December 31, 2015, Orient Finance Hong Kong had a total
of 88 employees. In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016,
revenue of Orient Finance Hong Kong amounted to RMB17.5 million, RMB59.1 million, RMB79.1
million, RMB42.3 million and RMB106.2 million, respectively.
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With our extensive client service capabilities, products and expertise in China, we plan to
expand our international business to meet the demands of our clients for international financial
services, particularly as more Chinese companies expand overseas and engage in overseas transactions.
We believe that our overseas platform will create greater value for our existing and potential clients in
both China and abroad.

MAJOR CLIENTS AND SUPPLIERS

We serve different institutional and individual clients across a spectrum of sectors. Our major
clients range from large corporations and small- and medium-sized enterprises to retail and high net-
worth clients. Our clients are primarily located in China. We expect to serve more overseas clients as
we seek to further expand our overseas business in the future.

In each of 2013, 2014 and 2015, revenue attributable to our five largest clients accounted for
less than 2.2% of our total revenue.

To the knowledge of our Directors, as of the Latest Practicable Date, none of our Directors,
Supervisors and their respective associates or any Shareholder that holds over 5% of our issued share
capital has any interest in any of our five largest clients.

Due to our business characteristics, we have no major suppliers.

MARKET AND COMPETITION

As of December 31, 2015, there were 125 registered securities firms in China. The PRC
securities industry is under strict supervision and securities firms must comply with a large number of
supervisory regulations in every aspect, including business licensing, scope of products and services,
business development and risk control. The competition has been intense in the PRC securities industry
and will remain so in the future. In terms of net assets, the top five PRC securities firms only accounted
for 29.3% of the total revenue in PRC securities industry in 2015 on a consolidated basis. According to
Wind Info and on a consolidated basis, we ranked 10t by total assets with a market share of 2.8%, 12th
by net assets with a market share of 2.3%, 12t by operating income with a market share of 2.4% and
12t by net profit with a market share of 2.8%, as of and for the year ended December 31, 2015 among
PRC securities firms.

In the securities brokerage business, we compete primarily with other PRC securities firms in
pricing, the scope and quality of products and services offered. For the investment banking business,
we compete primarily with other PRC joint venture securities firms as well as PRC commercial banks
in branding, marketing and underwriting capacity, service quality, professional competence, financial
strength and pricing. In the investment management business, we compete primarily with fund
management companies, banks, insurance companies, trusts and other securities firms in the PRC in
the range of products and services offered, pricing and quality of client service.

Some of our competitors may enjoy certain competitive advantages, including greater financial
resources, more sophisticated management experience and more advanced information technology
systems, wider geographic coverage and the ability to offer more financial products and services than
us. In addition, with the deregulation of PRC securities industry, more competitors may enter the
market and existing competitors may expand their market shares. We believe that the financial service
industry in China will become increasingly competitive, which will accelerate transformative
innovation and differentiated development of PRC securities firms. See “Risk Factors—Risks Relating
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to Our Business and Industry—We may not be able to compete effectively in the PRC securities
industry” and “Risk Factors—Risks Relating to Our Business and Industry—Our business may be
adversely affected by regulatory changes and measures in China and other jurisdictions where we
operate.”

RISK MANAGEMENT
Overview

We established a comprehensive system for risk management and internal control. At the core
of our risk management is the belief that “compliance creates value”, and we foster a culture in which
risk management is the responsibility of every employee. We strive to integrate risk management,
compliance management and internal control, covering all businesses, departments, branches and
employees and the entire processes, from decision-making, execution, supervision to seeking feedback.
We have received AA or A rating for six consecutive years (AA rating being the highest rating ever
received by PRC securities firms) since 2010, when the CSRC started publishing the classification
evaluation results for securities firms. Please refer to “Regulatory Environment” for factors considered
by CSRC when assigning regulatory ratings.

Risk Management System

Our robust and effective risk management system features a “three lines of defense” approach.
The first line of defense is the check and balance system on the important front-line positions in each
operational department, branch and subsidiary where two persons with different roles and
responsibilities are designated; the second line is inspection and supervision on the compliance and
risk management matters by relevant functional management departments within their scope of duties;
the third line is the overall risk supervision management on business departments and functional
departments before, during and after each transaction, which is performed by risk supervision and
management departments including Risk Management Department, Compliance and Legal
Management Department and Auditing Department.

Pursuant to the requirements of the Guidelines for the Internal Control of Securities Firms
(AR EERITE51)) and our own risk management system, we have set up a risk management
structure with five levels, comprising: (i) the Board, (ii) the management, (iii) Chief Risk Officer and
Chief Compliance Officer, (iv) each functional unit in charge of risk management, and (v) risk
management function for each business department, branch and subsidiary. We conduct matrix
management across different business segments and risk categories.
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The following chart sets out our risk management structure:
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Board

The Board is ultimately responsible for risk management and formulates our risk management
system, oversees the compliance and risk management policies, and provides supervision, review and
assessment on the compliance and risk management work. The Board has established the Compliance
and Risk Management Committee to perform relevant functions of the Board regarding risk
management.

The Compliance and Risk Management Committee is mainly responsible for: (i) reviewing and
making recommendations on the overall compliance and risk management objectives and fundamental
policies; (ii) reviewing, making recommendations on and approving the organizational structure and
responsibilities in compliance and risk management; (iii) evaluating and making recommendations on
the risks of major decisions which require the Board’s review, as well as mitigants for such risks;
(iv) reviewing and making recommendations on compliance and risk assessment reports which require
the Board’s review; and (v) other duties and functions determined by the Board. The Compliance and
Risk Management Committee is comprised of five members and reports to the Board. These five
members have over 15 years’ experience on average in the financial and securities industries and most
have relevant background in finance or economics.

Management

The Management is responsible for implementing compliance management and risk
management, establishing our fundamental management system, formulating concrete rules and
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guidelines and performing risk assessment and decision-making for major projects and innovation
businesses as authorized by the Board. Our main rules and guidelines and risk assessment and
decision-making regarding major operational projects in general need to be presented to the President’s
Office for review. The President’s Office will make adjustments on the risk control indicators based on
the overall risk tolerance before submitting to the Board for review.

The Assets and Liabilities Allocation and Risk Control Committee is established under the
President’s Office. Its major responsibilities include budget management, assets and liabilities
allocation and liquidity management, and the entire risk management process of the Company. As of
December 31, 2015, the Assets and Liabilities Allocation and Risk Control Committee comprised 23
members, headed by the President.

In addition to the Assets and Liabilities Allocation and Risk Control Committee, under the
President’s Office are the Investment Business Committee, the Sales and Wealth Management
Committee, the Innovation Development Committee, the IT Strategy Development and Governance
Committee and the OTC Management Committee. Each business department committee serves as the
professional decision-making institution as well as the risk management institution within its business
sector, promoting specific departmental risk management. The committees make decisions by
assessing risk appetite for the specific business and focusing on dynamic control with the view of
keeping all kinds of risks within risk tolerances.

Chief Risk Officer

The Chief Risk Officer, nominated by the Chairman and appointed by the Board, is responsible
for overall risk management. Mr. Yang Bin, with over 18 years’ experience in financial regulation and
the financial industry, serves as our Chief Risk Officer.

The Chief Risk Officer is mainly responsible for: (i) holding regular risk control meetings,
supervising the implementation of risk management policies and procedures, and monitoring the
solving of the issues identified through operations and management; (ii) organizing assessment of the
internal and external environment as well as various kinds of risks, making recommendations to deal
with any existing risk and reporting to the Board and the Management on a routine basis; (iii)
promoting the establishment of an overall risk management information system and quantitative risk
management indicator system; (iv) establishing a professional team for risk management, conducting
performance evaluation on departments in charge of risk management and organizing departments in
charge of risk management in assisting relevant departments to carry out performance evaluation of
risk management in all our departments and branches; and (v) other duties regarding risk management
specified by the Board.

Chief Compliance Officer

The Chief Compliance Officer is in charge of compliance management of the Company. At
present, the Chief Compliance Officer is concurrently served by the Chief Risk Officer. The Chief
Compliance Officer is mainly responsible for: (i) conducting compliance examination on the Company’s
internal management system, major decisions, new products and new business plans, as well as the
materials or reports submitted by the Company to the relevant regulatory authorities; (ii) supervising the
Company and its staff in respect of the compliance of their operation, management and practice, and
conducting internal inspections; (iii) reporting promptly to the Board of Directors, the Supervisory
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Committee, management, regulatory authorities and self-regulatory organizations in the industry the
conduct of the Company in violation of laws and regulations or potential non-compliance risks,
presenting opinions promptly to the Company to request the violating party to cease the conduct and
make rectification, and cooperating with the securities regulatory authority and self-regulatory
organization to perform examination and investigation on the Company; (iv) organizing internal
compliance training and providing compliance management consultation; (v) organizing and
implementing the systems of anti-money laundering and Chinese Walls of the Company; and (vi)
handling such complaints and reports involving the act of the Company and its staff in violation of laws
and regulations.

Functional Units in Charge of Risk Management

The functional units in charge of risk management execute overall risk management. The Chief
Risk Officer is responsible for their risk management related work, and the Chief Compliance Officer
is responsible for their compliance management related work.

According to relevant provisions of our internal risk management, the duties of each functional
units are as follows: (i) the Risk Management Department is responsible for establishing and
improving our risk management system while also serving as the department in charge of our
quantitative market risk and credit risk management and the monitoring and coordinating department
for liquidity risk; (ii) the Compliance and Legal Management Department serves as the department in
charge of compliance risk, legal risk and operational risk; (iii) the Capital Management Department is
the department in charge of liquidity risk management; (iv) the System Operation Department and the
System Development Department are the departments in charge of our IT risk management; (v) the
Office and the Board Office are the departments in charge of reputational risk management; (vi) the
Human Resources Management Department, the Inspection Department and the Risk Management
Department are the departments in charge of ethical risk; (vii) the Auditing Department performs
independent audits and evaluation on the compliance of our operational activities, the effectiveness of
overall risk management and internal controls, and the truthfulness, accuracy and timeliness of
financial information; (viii) the Human Resources Management Department, together with the Risk
Management Department, the Supervisory Department and the Auditing Department have established
a sound performance evaluation mechanism linked with the effectiveness of overall risk management.

Risk Management Functions of Business Departments, Branches and Subsidiaries

The front-line positions in each business department and branch are the first line of defense for
the Company in carrying out overall risk management and preemptively controlling various potential
risks in the course of business. The responsible person in each business department and branch
is responsible for its overall risk management. The main duties of each business department and branch
with respect to risk management include: (i) preparing and implementing the processes for relevant
business strategies and operation of the business unit, the risk management system and risk monitoring
indicators; (ii) identifying, evaluating and monitoring the main risks related to the business unit and
proposing the corresponding improvements; (iii) strictly complying with the risk management system
and processes, and reporting various risk matters in accordance with relevant requirements; and
(iv) cooperating with and supporting each risk management function and position.

A Risk and Compliance Officer is deployed in each business department and branch. The main
duties of a Risk and Compliance Officer include: (i) promoting the dissemination of internal
regulations and the preparation of system and processes of the department and supervising the
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implementation thereof; (ii) reviewing and examining the relevant risk management, compliance and
internal control of the department, and reporting to the department head and risk management
functional units of the Company; (iii) participating in and supervising the implementation of daily
management and control over various risks within the department including setting various risk
indicators and threshold of the department, etc., and providing cooperation in risk indicator monitoring,
early warning and relevant risk countermeasures; and (iv) facilitating cooperation in connection with
any regulatory inspection involving the department, and overseeing the implementation of relevant
regulatory and rectification requirements.

The front-line positions of each subsidiary are its first line of defense in carrying out overall
risk management and proactively controlling various potential risks. Based on the regulatory
requirements and our relevant procedures, each subsidiary has established a comprehensive risk
management system that is suitable for its own development strategies, including an operable
management system, sound organization structure, reliable IT system, quantitative risk indicator
system, dedicated talent team, effective risk response mechanism, smooth information reporting
channel and a healthy risk management culture. We supervise compliance and risk management at our
subsidiaries from various perspectives, such as information walls, net capital management, information
disclosure, internal controls, and classification-based evaluation.

Risk Management Process

We have established a comprehensive risk management process to identify, evaluate, mitigate,
monitor, examine and report risks:

* Risk identification: we have a comprehensive and multi-level risk monitoring
mechanism, under which, the business departments and the risk management functional
units perform risk identification. We monitor the dynamic conditions of the risk profile,
fund settlement, fund management and financial accounting of each business through the
monitoring system. We make investment decisions and manage risk through the
Investment Decision Committee and investment teams. All of our businesses are currently
included in the monitoring system to achieve full risk coverage;

* Risk assessment: we have set risk assessment compliance indicators based on the
regulatory requirements and specific indicators of risk assessment as determined by actual
circumstances, so as to establish and improve the risk monitoring indicator system and risk
measurement model for a variety of businesses and assess the risk points and units of each
business. Major business departments have established its risk management indicator
system in light of actual needs. The risk management function units have formulated a
systematic process to set the monitoring threshold based on the risk control indicators of
major business departments and the requirements of regulatory authorities. Meanwhile, the
risk management functional units research and apply risk measurements, and the Auditing
Department has formulated a standard quantitative rating system for internal auditing;

. Risk mitigation: on the basis of risk identification and assessment, we have developed a
series of processes and measures specific for each business segment, type of risk and the
risk level of each risk point. We have also established corresponding contingency plans for
risks that may cause material adverse effects;

*  Risk monitoring and examination: the front-line business departments conduct self-
inspection and report their results for review. The business departments have the main
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responsibilities for risk management. The business support departments inspect and
supervise matters relating to risk management within their scope of duties. The risk
management functional units conduct comprehensive supervision and examinations with
respect to potential and existing risks at each business department. The Auditing
Department regularly performs audits and examinations afterwards at each front-line
business department and business support department, and evaluates compliance
effectiveness and makes appropriate modifications when necessary; and

Risk reporting and feedback: our comprehensive risk management report system is a
system which involves all Risk and Compliance Officers at each of our departments and
branches and all the staff at risk management functional units or positions of our
subsidiaries, with risk management functional departments as the principal reporters to
report to the Board, the management and the Chief Risk Officer.

Monitoring and Management of Major Risks

We monitor and manage major risks such as market risk, credit risk, liquidity risk, operational
risk, IT risk, reputational risk, compliance risk, legal risk and reputational risk.

Market Risk

Market risk is the risk of loss arising from fluctuations in stock prices, interest rates and
exchange rates in the capital markets. We face market risk primarily in our proprietary trading
business. Our business departments, branches and subsidiaries are the first line of defense against
market risk. Our risk management functional units are responsible for overall market risk management.

To enhance the management of market risk, we adopt the following measures:

Adopting mark-to-market practice, liquidity-impacted trading cost, concentration analysis
and quantitative risk model and optimization technology, to manage size, leverage, risk
exposure, duration and to establish dynamic-tracking stop-loss mechanisms;

Identifying the key factors affecting portfolio returns through sensitivity analysis, and
evaluating the tolerance of investment portfolios to extreme market volatility by using
scenario analysis and stress-testing;

Ensuring diversified and scientific asset allocation, leveraging derivatives such as stock
index futures and quantitative strategies to pursue market neutral returns;

Closely monitoring the macroeconomic indicators and trends and major development in
economic policies, and evaluating the systematic risk on investment that may arise from
changes in macro factors; and

Establishing an organization for crisis decision-making, implementation and delegation of
responsibility, developing contingency plans under various predictable extreme
circumstances and managing such crises by grading their severity.

We established a dynamically adjusted stop-loss and “take-profit” mechanism, with which we
aim to closely monitor the market risks and dynamically adjust our warning and stop-loss limits to
protect our investment gains. For both individual investment and investment portfolios, if the market
prices of the securities we hold have increased after our initial investment, we will dynamically move
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up warning and stop-loss limits, so that we can still protect our initial gain when the market price of a
particular investment drops afterwards. We have also established an aggregate limit for the loss from
our proprietary equity trading operations. At the end of each trading business day, the proprietary
equity trading results are reported to the director of our Investment Decision Committee.

As of December 31, 2013, 2014 and 2015 and March 31, 2016, the VaR of our investment
portfolios (calculated as 99% of confidence level and one day of observation period) amounted to
RMB159.7 million, RMB179.6 million, RMB676.1 million and RMB474.8 million, respectively. As of
December 31, 2015, our VaR increased compared with same periods of 2013 and 2014, mainly due to
the Company’s response to the proposal of stabilizing the stock market by increasing the position of
our proprictary trading. The dramatic volatility of A share market starting in June 2015 also
contributed to the increase in VaR. We established a formal VaR recording system recently in late
2015, and have calculated our historical VaR for 2013 and 2014 based on our available historical data.
Currently, we calculate VaR at 99% confidence level and one-day observation period to measure our
overall financial risk in stocks, bonds, funds and other products on a timely basis. We have not yet
established quantitative limits, warning levels or other measures based on VaR data, and currently use
other risk control measures such as dynamic stop-loss mechanism, investment authorization level and
concentration limit to manage our market risks. We will continue to expand our VaR database and
enhance our market risk measurement framework.

Credit Risk

Credit risk mainly refers to the risk of loss arising from a counterparty’s or a debtor’s failure to
meet its contractual obligations in a timely manner. Currently, we face credit risk primarily from the
credit risk of borrower in the securities financing business and from bond issuers in fixed income
investment in the proprietary trading business.

We have established a separate credit risk management system for clients, counterparties and
bond issuers, under which we assign and regularly update credit ratings to them, using a combination
of their external credit ratings with their credentials, trading record, credit record and delivery default
record. In margin financing and securities lending, collateralized stock repurchase and repurchase
agreement transactions, we have developed client credit rating, credit management, collateral
management and monitoring report systems and respond to the potential risks in a timely manner by
real-time dynamic position-closing mechanisms. Meanwhile, we have strengthened the fundamental
analysis of individual bonds we hold and established an internal bond rating system to prevent credit
risk arising from bond investments. We rate a bond by evaluating five factors relating to the issuer:
(1) its corporate governance, (ii) its planned use of the offering proceeds, (iii) its financial and operating
data, (iv) existence of guarantees and (v) the overall regional economic condition.

Liquidity Risk

Liquidity risk refers to securities firms’ potential failure to obtain sufficient funds at reasonable
cost to repay liabilities in a timely manner, meet other payment obligations and satisfy capital
requirements in the normal course of business. Our objectives in liquidity risk management are to
establish a sound liquidity risk management system and to effectively identify, measure, monitor and
control liquidity risk, to ensure that our liquidity demand can be met at reasonable cost and in a timely
manner.
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We have set up dedicated liquidity risk management functional units, which are responsible for
the liquidity management, financing and interest rate management of our own funds. We manage and
use the funds in a centralized manner and, strategically expand and gradually improve the
establishment of liquidity management system. We also optimize the efficiency and returns on use of
funds, and improve our ability to prevent liquidity risk. We have established an appropriate early
warning indicator system, including liquidity coverage ratio and net stable funding ratio, to monitor on
a daily basis the particular circumstances or events that could potentially lead to a liquidity crisis.
Furthermore, we have established a net capital supplementary mechanism to supplement or increase
the net capital or short-term working capital as required by our business development through issuance
of subordinated bonds, short-term financing bonds, inter-bank lending, etc. Stress-testing is conducted
on routine and ad hoc basis to test the risk control indicators of our net capital and our liquidity to
identify and manage liquidity risk in advance.

Operational and Compliance Risk

Operational risk refers to the potential loss directly and indirectly arising from defective or
problematic internal operational procedures, personnel, systems or external events. Compliance risk
refers to the risk that a securities firm may be subject to legal sanctions, supervisory measures or self-
disciplinary measures; or suffer from economic loss and reputation damage due to violation of law,
regulations or rules as a result of its business activities or its employees’ actions.

Firstly, with respect to operational risk and compliance risk, we have established a variety of
management regulations primarily based on our internal control standards. We have also standardized
the operational processes and established counter-measures in response to operational risk and
compliance risk. Secondly, by taking the opportunity presented by annual internal control self-
evaluation, various inspections by regulatory authorities and annual internal control audit by
accounting firms, we arrange for each department to enhance its self-examination and rectification
measures. The compliance departments examine the internal control construction and compliance
management, and the Auditing Department increases audit frequency and thoroughness according to
the requirements of internal control. We prioritize the role of Risk and Compliance Officers of each
department, to enhance re-examination, establish operational specifications, improve the reporting
system and strengthen the management of compliance risk and operational risk. We have also
strengthened our control procedures over access to and handling of our Company seal and related
authorizations. In addition, we have established quantitative limits to help manage in a systematic way
operational risks related to market risk, credit risk and liquidity risk.

Furthermore, we will make information disclosures strictly in accordance with the applicable
laws and regulations and strive to enhance the risk factors disclosures to potential investors and related
risk education.

IT Risk

IT risk mainly refers to the economic loss or reputation damage to securities firms when
damages or losses of the clients are caused by failures or errors in the IT systems. Such failure may
include market quotation interruption, trading halts, securities-bank account transfer disruption, or
failure to conduct transactions in a normal, orderly, effective and smooth manner as a result of failure
in capabilities or operations. It also includes the risk of causing economic loss to the investors due to
miscalculation of their trading data caused by the defects in software design, as well as the risk of
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investors’ trading data being destroyed, modified or disclosed technologically. We have set up an IT
Strategy Development and Governance Committee, and formulated IT management measures, rules of
procedures on IT Strategy Development and Governance Committee and computer information system
security management measures, etc., preventing information technology risk through organization and
system establishment. In May 2013, we split the IT Centre into the System Research and Development
Department and the System Operation Department. Through separation of development and operation
maintenance, we have enhanced our ability to mitigate our IT risk. We have imposed authorization
requirement over individual information systems within an integrated authorization management
system, established data backup, disaster backup and a contingency plan system, and also established
related systems to effectively control IT risk.

Legal Risk

Legal risk refers to the potential losses arising from failure to conform with legal provisions as
a result of operating activities or due to external legal events. Our Compliance Management
Department is the department responsible for the management of our legal risk. We prevent legal risk
through contract management, compliance review, legal services, legal training, assistance in execution
and litigation, dispute management and other measures. Our compliance and risk management
functional departments review external contracts and agreements entered into by the Company, provide
legal and consulting services for various businesses, and provide legal advice or opinions with respect
to new products, new business and significant business strategies, which to some extent help to prevent
and mitigate the legal risk in our operation.

Reputational Risk

Reputational risk mainly refers to the risk that we may be subject to negative criticism by
relevant parties due to our operational management and other actions or external events. We have
developed contingency plans to manage public relations and set up a public relations emergency
management team. We have defined responsibilities and working procedures which clearly specify the
time limit to address emergencies. We have implemented a reporting system based on the requirements
of listed companies and formulated board secretary working rules. By establishing a sound system of
information disclosure by the Board Secretary, we seek to mitigate our reputational risk.

Risk Management and Internal Control Measures of Major Businesses

We have implemented a series of risk management and internal control measures to manage
risks related to our business activities.

Securities Sales and Trading Business
Proprietary trading business

Our main risks of proprietary trading business include market risk, credit risk, liquidity risk,
operational risk and compliance risk. The Board determines the overall allocation of assets and
liabilities related to the investment of equity and fixed income securities every year. Within the
allocation of assets and liabilities, the Equity Securities Investment Committee and the Fixed Income
Securities Investment Committee adjust the investment strategies from time to time in accordance with
market conditions to guide the actual trading activities. We have also established Chinese Walls
between our proprietary trading business and our other business segments. See “—Chinese Walls and
Contflict of Interests.”
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The investment decision-making process

In order to strengthen our management of the proprietary trading business, ensure scientific,
efficient and orderly implementation of investment decisions within the scope of authorization and
conduct proprietary trading business, we have formulated relevant management rules and established a
five-level management system of proprietary trading business:

Shareholders’ meeting: the purpose of Shareholders’ meeting is to determine the total size
of proprietary trading business;

The Board: the Board is responsible for determining the overall scale of each category of
proprietary trading business, the risk limits and risk management decisions under the
authorization of Shareholders’ meeting;

President’s Office: the President’s Office is responsible for making annual allocation
strategy of assets and liabilities for each proprietary trading business according to the
business size and the risk limits determined by the Board, and implementing those
strategies upon the review and approval of the Board;

Investment Decision Committee: the Investment Decision Committee is the highest
management institution for all classes of proprietary trading business. Currently, it
comprises the President, key personnel of the securities proprietary trading business and
the Risk Management Department. It is responsible for making decisions for major
investment matters, investment products and quarterly investment strategy in accordance
with the asset allocation strategy adopted by the President’s Office. According to the
market conditions and the potential and targets of business expansion, the Investment
Decision Committee determines authorized investment level of the proprietary trading
business and function departments, reviews and approves the proprietary trading assets
allocation plan proposed by those departments according to the overall scale limit of
proprietary trading determined by the Board. It also sets up new risk control indicators
related to assets allocation of proprietary trading and single security investment product
based on the Company’s investment business development needs, and makes decisions on
other relevant major matters of proprietary trading. The meetings of Investment Decision
Committee can only be held with the presence of two-thirds of the committee members,
and the resolutions must be approved by at least half of all committee members; and

The investment teams under the Securities Investment Department and the Fixed Income
Department: All the investment teams under the Securities Investment Department
(equity) and Fixed Income Department are under the leadership of Investment Decision
Committee. The general managers of these departments lead the investment teams to make
collective researches and decisions during the daily operations of proprietary trading, and
conduct business by way of investment portfolio. The investment teams are mainly in
charge of determining phased and specific investment strategies, phased assets allocation
plans, investment portfolio plans, single and key proprietary trading plans, and matters of
risk control and execution management.

We should follow a strict decision-making process when conducting securities investment:

Research and planning: our investment team has established a securities pool, and we
make investment portfolio decisions only among those securities when conducting our
proprietary trading business;

198



BUSINESS

Decision-making and investment authorization: our investment team holds regular
meetings every two weeks and ad hoc meetings when appropriate to determine the recent
investment strategies. Each level of trading unit, from a trader to an investment team, an
investment department and up to the Investment Decision Committee and the Board, has
its trading limits. Currently, for any stock investment above RMB20.0 million, approval
from the head of the relevant proprietary trading departments is required; for any stock
investment above RMB50.0 million, approval from the investment decision team is
required; if the investment exceeds 3.5% of our net capital, approval from the Investment
Decision Committee is required. For any transaction exceeding the limit of a particular
level, specific reasons and analysis must be reported to a higher investment-decision level
for discussion and approval;

Transaction management and investment execution: traders are responsible for executing
the trading orders made by investment managers and conducting the initial classification
according to the purpose of holding when the financial assets are acquired. Each
investment order will be examined by relevant Risk and Compliance Officers to make sure
its execution will comply with the specific trading limit and other risk control
requirements. In addition, any order that exceeds the investment limit will not be executed
due to our built-in stop-order mechanism;

Business Auditing: our Finance Planning Management Department conducts clearings of
the acquired financial assets in accordance with the orders of securities traders and files
related transactions documents;

Internal risk control: Risk and Compliance Officers review various risk control statements,
including our annual plan for asset and liability allocation, investment target for each
business segment, the overall leverage ratio and risk exposure; Risk and Compliance
Officers prepare reports of key risk control indicators on a daily basis; and

The entire process of compliance management: the Risk Management Department, the
System Operation Department, the Compliance and Legal Management Department and
Treasury Management Department and Finance Planning Management Department
monitor and support the entire process of the investment.

Equity proprietary trading

We adopt value investing strategy, and adhere to principles of selecting individual stocks
prudently, making decisions collectively and diversifying investment, laying a foundation for risk
control. We may also ease volatility by hedging.

We manage the risk of equity proprietary trading through the following specific measures:

We maintain equity securities pool for equity proprietary trading business based on market
conditions and research;

We have set limit on concentration ratio of individual stocks and industry exposure, and
authorize the investment managers to make investments within certain limits. Our specific
concentration ratios are as follows: for a single stock, no more than 5% of its market
value; for the top ten stock holdings, no more than 50% of our investment portfolio; for
the top five industry holdings, no more than 70% of our investment portfolio;
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We monitor the condition of securities holdings on real-time basis, including trading
positions, risk exposures and trading activities. We provide reports on routine and ad hoc
basis for specific risk control events if any of our risk control indicators have reached
warning levels or if any incidents occurred with respect to our qualitative risk control
areas, such as conflict of interest or leakage of confidential information;

We determine and control proprietary trading risks by means of, among other things,
scenario analysis, stress and sensitivity analysis, conduct front control on investment
trading by setting various risk control indicators, and limit or prohibit trading by setting
corresponding thresholds in IT systems;

We have set up an automatic dynamically adjusted stop-loss mechanism, such that the
computers can set warning levels for reducing and closing positions on real time basis by
setting algorithms, which will limit or restrict our trading automatically when material
changes occur in market conditions and stock prices. Once the warning level is reached,
our Risk and Compliance Officers and Risk Management Department would discuss risk
remediation measures immediately; and

We may hedge trading by using stock index futures or other derivatives to mitigate part of
the risks.

Fixed income proprietary trading

We have established a risk control team within the Fixed Income Department, strictly following
the requirements on the maximum fixed income investment scale and the weighted average duration of
total bond assets in securities sales and trading set by the Board, and ensure that our risk indicators
meet the requirements set by regulators and the annual assets and liabilities allocation plan. For both
2015 and 2016, the limit for our weighted average duration of total bond assets was set at 5 years by
the President’s Office. We monitored the duration of total bond assets but did not set any limit prior to

2015.

In addition, we also manage the credit risk of fixed income proprietary trading through the
following measures:

For investment scope of credit bonds, we mainly invest in bonds with credit rating of AA
or above, and limit the investment proportion of bonds with external credit rating of AA-
or below. As of March 31, 2016, more than 98.9% of the credit bonds we held have an
external credit rating of AA or above;

For credit bonds, we choose issuers with competitive advantages and sustainable revenue;

We formulate different selection criteria for credit bonds and risk monitoring indicators
according to different classification;

We implement an internal rating mechanism on various fixed income products offered
publicly, and limit investment on bonds according to the internal rating. We implement the
credit risk indicators determined by the President’s Office to control risks in accordance
with various indicators such as the holding limit of individual bonds, the magnitude of
downgrade, the amount in default, etc.;

We limit the investment in industries and enterprises with excess capacity and negative
news, track and monitor the trends of macro economy and investment concentration ratio;
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We diversify fixed income investment portfolios, and continually track the changes on the
operation, credit rating and solvency of the issuers; and

We have established a contingency plan for credit bonds, which will be triggered promptly
when a credit event occurs to bond issuers so as to minimize the loss caused by the credit
event.

Derivative trading

We conduct various derivatives transactions with certain restrictions on total volume, risk
limits, risk exposures. The risk control indicators continue to meet regulatory requirements and
requirements set by the Board. The main measures of risk management include:

We have set up an investment risk assessment and control system tailored to our condition,
and formulated risk control policies, measures and quantitative indicators to implement
dynamic monitoring;

In light of the characteristics of arbitrage trading, our transaction management focuses on
indicators such as quota and exposure. We have set two types of trading limits and
thresholds: one is prohibitive threshold in the trading system and the other is warning
threshold in the risk control system; and

We strictly perform credit review on counterparties, and adjust the margin requirements
based on the condition of the market to manage credit risk. We closely monitor the
counterparty’s credit situation and market changes to adjust our risk exposure.

NEEQ market-making

We conduct our NEEQ market-making business with certain restrictions on total scale, fund
limit and approval procedures. The specific measures we adopted for risk management of the NEEQ
market-making business include:

We have specific provisions on investment scale and the approval process for utilizing
excess funds, obtaining the market-making treasury stock, as well as delisting and
market-making;

We set concentration limits for individual listed companies. The operation of market-
making business is carried out through segregated securities accounts and trading units.
Segregated securities accounts shall be filed with Beijing Branch of CSDC and NEEQ
Company;

We have a well-established risk control system, risk control procedures and risk control
information transferring procedures. We set parameters within the trading system
beforehand, and take preventive measures for trades subject to potential risks; and

We strictly establish Chinese Walls between related departments for investment process.
Any reverse transaction shall be prohibited by an interceptor set in the trading software.
Meanwhile, we enforce a strict separation between the trading and fund allocation process,
and adopt a securities pool management.
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Alternative investment

We engage in alternative investment business through our subsidiary, Orient Securities
Innovation Investment. Orient Securities Innovation Investment has formulated relevant systems and
has also established a multi-layer decision-making and authorization system to specify the investment
authority of the board of directors, general manager, investment decision committee and investment
managers.

The risk control of our alternative investment business is performed on project basis. For each
project, the investment and research team will provide the feasibility analysis and propose investment
strategies in advance, which will be reviewed by the project manager and the investment department
director and then submitted to the general manager, the investment decision committee or the board of
directors for approval according to different project scale as percentage of the Company’s net assets. In
addition, Orient Securities Innovation Investment has clearly specified the risk indicators in the asset
allocation plan, such as the asset scale, on-balance sheet and off-balance sheet financing scale, external
guarantee scale, financial leverage and business leverage.

Investment Management Business
Asset management business

We are engaged in asset management business through our wholly-owned subsidiary Orient
Securities Asset Management. Orient Securities Asset Management has established a standard
corporate governance mechanism and rules of procedure, which clearly defines the responsibility and
authorization in decision-making, execution and supervision, etc., thus forming a scientific and
effective division of responsibilities and checks and balances, in order to respond to market risk, credit
risk, liquidity risk, operational risk and compliance risk. Orient Securities Asset Management has set
up a risk control committee under the management to manage compliance risk, operational risk and
ethical risk, and conduct risk assessment on the innovative business. The risk control committee
meetings are held regularly with effective operation to discuss the implementation of the main internal
control and risk points, conduct risk assessment on the innovative business and continue to improve the
internal control organizational system.

Orient Securities Asset Management manages investment portfolio risks through the three
stages: before, during and after the event. Before the event, it conducts risk assessment on new
business or new products and proposes recommendations on risk management. Meanwhile, it sets
investment proportion threshold in the risk control system in accordance with laws and regulations,
product contracts, and its rules. During the event, it supervises the implementation of risk management
system and risk thresholds, conducts risk review on the key business process, and timely alerts and
handles anomalies such as indicators beyond the standard. After the event, it reports and concludes risk
management, conducts attribution analysis on the investment performance, inspects and checks on
each business key point and supervises the rectification of the existing issues.

To develop business in overseas market, Orient Securities Asset Management has formed a
dedicated oversea working group to study the overseas securities market, established investment
trading and risk control systems for cross-border business such as “Shanghai-Hong Kong Stock
Connect” and developed the corresponding system support (including cross-border investment trading
management system, valuation system, risk control system), so as to ensure the smooth development of
the overseas business in terms of staffing, system completion and system construction.
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The primary risk management measures of Orient Securities Asset Management are as follows:

Staff. Orient Securities Asset Management has appointed a chief risk officer, a compliance
chief, and a compliance chief for mutual fund management businesses. Orient Securities
Asset Management has also established a compliance and risk management department
which is responsible for risk supervision and management and exercises its corresponding
functions of compliance management, risk management and supervision independently;

Approval of new business and new products. Orient Securities Asset Management has
established a compliance risk management mechanism for new business and new
products. For new business, if the feasibility of the investment range, the reliability of the
risk control indicators and the reasonability of the valuation have been fully demonstrated
by each department at the early stage, the new business and new products passing the
project initiation procedures will be submitted to the products committee of Orient
Securities Asset Management. The committee will conduct overall risk evaluation,
considering the evaluation results of project initiation in combination with the risk
exposure of the new products, as well as the risk control capability of Orient Securities
Asset Management. For projects passing the evaluation, the risk control indicators will be
set in the system after the detailed discussion between the compliance and risk
management department and the operating department. In addition, Orient Securities Asset
Management continues to track the risk profiles of new business and new products by
establishing a grading alert system, thus achieving the entire-process risk management of
the company’s new business and new products;

Decision-making and authorization. Orient Securities Asset Management continually
improves the independent decision-making mechanism, and has established an
independent investment decision-making committee. In order to improve the level of
investment decision-making and control risks effectively, Orient Securities Asset
Management adopts investment principal system and conducts business operations within
the scope of overall investment plan and scheme approved by the investment decision-
making committee. The investment principal is responsible for establishing investment
strategies based on the decisions made by the investment decision-making committee and
in strict accordance with relevant investment restrictions. Dealers carry out investment
transactions according to the investment instructions of the investment principal,;

Risk control. To improve the effectiveness of risk management, Orient Securities Asset
Management has authorized its compliance and risk management department to
implement effective monitoring and comprehensive management before, during and after
the event in relation to each investment portfolio. The compliance and risk management
department has set investment range, investment proportion and fair trading thresholds for
each investment portfolio in the investment trading system in accordance with laws and
regulations, product contracts, and its internal control system. All the investment trading
instructions must be verified against the risk control indicators before they can be accepted
by the trading department. In the process of trading, Orient Securities Asset Management
strictly implements fair trading system. In addition, it strengthens the detection and control
of the anomalies by after-day monitoring, and reports and concludes risk management
events, inspects and checks on each business key point and supervises the rectification of
existing issues;
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*  Chinese walls and conflict of interest. In order to prevent conflict of interest and
inappropriate use of insider information, Orient Securities Asset Management has
established the system of information walls and preventing conflict of interest, which
mainly aims at preventing conflicts of interest between Orient Securities Asset
Management, the investment banking business, research business and proprietary trading
business of the Company and different clients to whom Orient Securities Asset
Management has offered services. To ensure fair treatment for different clients’ interests,
Orient Securities Asset Management has established the fair trade system to regulate the
trading process. If the same investment product is chosen by different investment
portfolios, Orient Securities Asset Management will conduct centralized trading and make
fair allocation; and

* Information disclosure. Orient Securities Asset Management has established a sound
external reporting system. In strict compliance with the regulatory requirements, it submits
a management report to the regulatory authorities on an annual and quarterly basis, and
timely informs the clients of any circumstances during the duration of the products which
will have material impact on the ongoing operation or the interests of the clients or other
material events, thus keeping the information open, transparent and complete.

*  Risk disclosure. We require personnel of our sales channels to disclose our qualifications
to our clients, explain the asset characteristics, investment scope, investment restrictions,
risk-return characteristics, and other aspects of the asset management contracts, and to
proactively disclose risk to our clients, and our clients will sign the risk disclosure
statements to acknowledge that they have sufficient knowledge of risks. We have also
formulated contract signing procedures and enhanced our contract numbering and file
management to ensure the signing of risk disclosure statements by our clients.

Fund business conducted by China Universal

We are engaged in fund management business through our associate China Universal. It has
established the risk management committee whose members are industry experts at home or abroad.
China Universal focuses on improving compliance, education and professional management system,
reviews and modifies the management system periodically based on the latest market changes and
regulatory requirements, and makes corresponding adjustments in accordance with laws and
regulations and business conditions.

In terms of the prevention of conflicts of interest, we have set up a strict internal control
system. Our internal controls include investment management business control, information disclosure
control, IT system control, accounting system control and internal audit control. We have established
the mechanism of separating incompatible duties, robust accountability system, standardized post
management measures, integrated system for information security, strict authorization control,
effective risk prevention system and rapid response mechanism. This would ensure that the fund
administrators can carry out business in compliance with national laws, regulations and industry
supervision rules, while preventing and mitigating operational risks. This is intended to improve
operation and management efficiency, and ensure the stability of business and the safety of the
entrusted assets, in order to achieve sustainable, stable and healthy development.
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Private equity investment fund

We engage in private equity investment business via our subsidiary, Orient Securities Capital
Investment. Orient Securities Capital Investment has formulated well-defined policies and regulations
for the business process and internal control measures.

Orient Securities Capital Investment has established a three-level compliance and risk
management system covering decision-making, execution and monitoring process. Decision-making
process is in the charge of the Board and the equity investment committee of Orient Securities Capital
Investment; monitoring system is in the charge of the board, supervisors, compliance and risk control
department of Orient Securities Capital Investment. Execution system covers the company’s
management, compliance and risk control department and business management departments. Orient
Securities Capital Investment has set up compliance and risk departments and risk control positions to
manage and control private equity investment business risks. The persons at the above positions are
independent from investment managers. Orient Securities Capital Investment has veto right on the
investments of its funds.

Orient Securities Capital Investment’s investment business shall be carried out in accordance
with the provisions of its internal rules and regulations to fulfill appropriate investment decision-
making process requirements. All the investment projects of Orient Securities Capital Investment shall
be reviewed and approved by the Board or equity investment decision-making committee to control
project risk.

We are engaged in private equity fund investment business through Orient Securities Capital
Investment’s subsidiary. The risk control of this business is incorporated into the risk control system of
Orient Securities Capital Investment and under its unified management.

Brokerage and Securities Financing Business
Securities brokerage business

We have comprehensive internal rules and guidelines for our securities brokerage business to
ensure its compliance with relevant laws and regulations and to standardize our securities brokerage
business. To improve our internal control, after the occurrence of non-compliance incident, we will (i)
investigate the causes of such non-compliance, (ii) take corresponding disciplinary action against the
relevant employee such as providing compliance training and education, holding disciplinary hearings,
and suspending or even terminating employment, depending on the severity of the non-compliance
event and (iii) conducting post-incident checks to test the effectiveness of the measures adopted to
address the non-compliance incident such as monitoring the email system and employee’s practices.
To enhance control on the practice of employees, we also provide compliance education to all
employees at securities branches, as well as enhance technical monitoring and inspection on employee
practice to discover and deal with any issue in a timely manner.
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The major risks we monitor in our securities brokerage business include credit risk, operational
risk and compliance risk. We manage such risks primarily through the following measures:

Standardized clients’
account
management

Knowledge of
clients’ risk profile

Third-party custody
of clients’ funds and
account monitoring

Electronic
management
platform

Real-time
monitoring system

Investor education
and advisory

Regular and
irregular audit

Strict management
of financial products
sales

We have developed an account management system that satisfies the requirement on
third-party custody and standard procedures. Our system features centralized account
management and incorporates the regulatory requirements on log-in verification, client
information synchronization, image management, anti-money laundering, etc.

We currently provide services of offsite accounts opening, including accounts opening
with witness and online account opening. We have also formulated relevant rules and the
procedures to review and handle such account opening processes. Furthermore, we have
effectively managed the offsite accounts opening from the main aspects including
business process, personnel qualifications management, blank certificate management,
centralized review, centralized client revisit, etc.

We have incorporated the requirements on investor suitability analysis into the business
system and operating procedures. We have established a client risk tolerance evaluation
system to evaluate the risk tolerance of the clients based on a series of factors, including
their financial position, investment experience and investment preferences, and divide
their risk tolerances into five levels, to provide them with financial products that match
their risk tolerance levels and preferences. We also have established a client behavior
analysis system, which enables a synchronization of the evaluation system, behavior
analysis system and transaction system, to meet the requirements on investor suitability
management in real time.

According to the relevant laws and regulations on custody of clients’ funds and account
monitoring, we open accounts in qualified commercial banks for centralized deposit and
management of clients’ transaction settlement funds and monitor the operation of these
accounts to ensure the compliance with applicable laws and regulations.

We have developed an electronic management platform to manage the sales personnel
and record the whole process of sales management.

Our Wealth Management Business Department and each of its branches, Compliance and
Legal Management Department, and Risk Management Department jointly and
cooperatively control and monitor the clients’ irregular trading behaviors at front end and
conduct self-discipline management. We appoint dedicated personnel to conduct real-
time monitoring of the clients’ securities trading behaviors, guide the clients to transact
lawfully and implement intraday limit on clients when necessary, in accordance with
regulatory authorities’ requirements.

We have established relevant systems and wealth management advisory service platform.
Under the management of the Wealth Management Business Department, the wealth
consultant team of each branch provides education services to its clients and the potential
securities investors and proper investment advice to the contractual clients, thus the
contract signing by clients and provision of services to them can be recorded into the
system.

The Auditing Department regularly and irregularly audit the internal control, daily
operation, financial and accounting management and business performance of the
securities brokerage department and branches.

To manage the risk concerning the sales of third-party financial products, we have
formulated corresponding system and operating procedures, which specify the respective
duties of each department in sales of financial products, realize the proper separation of
due diligence on the issuers and their products and sales of products and the proper
separation of product introduction and sales and back-office clearing and settlement. We
require sales personnel to provide clients with sufficient information on the financial
products, including detailed risk disclosure. Therefore, we can effectively manage the
major working modules such as product due diligence, evaluation, approval, training,
listing, promotion, clearing and settlement and revisit, etc.
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Futures brokerage business

We conduct our futures brokerage business through our wholly-owned subsidiary Orient
Securities Futures. According to the regulatory requirements and business development needs as well
as drawing inferences from non-compliance instances, Orient Securities Futures has improved its
internal regulations and rules and its trading system, enhanced management of our professionals’
conduct over the Internet, and strengthened control on authorization management, clients’ irregular
transaction management, management on the policies for professional conduct for employees and anti-
money laundering management, which further improved the internal control system of the Company.

In response to non-compliance incidents, Orient Securities Futures has: (i) enhanced the self-
discipline education on the conduct of practicing professionals and required staff to sign compliance
commitment statement; (ii) adopted various measures to regulate the activities in the asset management
business, established a risk control system comprising department risk management officer,
compliance and enforcement department and the chief risk management officer, and further optimized
the internal control and risk management process through separation of duties, Chinese walls, and
confidentiality measures; (iii) installed Internet behavior management system for all branches,
dedicated specific staff to manage our professionals’ conduct over the Internet; prohibited any trading
in the working area, fully prohibited any unauthorized trading in the business premises that have on-
site clients; (iv) arranged for the Information Technology Department and Compliance Auditing
Department in our headquarters to check the MAC addresses on the computers regularly (monthly), to
confirm whether any employee has carried out any trading and whether there is contact information of
staff and brokers contained in the account opening information of the clients, and prepared verification
reports on a routine basis to impose punishment on relevant staff who breaches relevant requirements
and relevant departments as well as staff negligent in the performance of management duties; (v)
enhanced business trainings and responsibility education on the staff of key positions and the technical
personnel on duty to avoid any operational risks; (vi) rectified the setting and reviewing procedures for
key business parameters; (vii) refined the business process of the company, reducing the operation time
for settlement and system initialization to save more time for handling emergencies; and (viii) started
to carry out system improvement to enhance the fault tolerance mechanism of the trading system.
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Orient Securities Futures manages the risks related to the futures brokerage business through
the following measures:

Account Orient Securities Futures requires verifying clients’ identification in the account-opening

management process. After clients are fully informed of the risks of futures trading and assessed for
their suitability, they will be required to enter into futures brokerage contracts and other
risk disclosure documents. In order to ensure that proper services are provided in the best
interest of clients, Orient Securities Futures classifies its clients through an assessment
system and offers services and adopts risk management measures accordingly.

Client margin Orient Securities Futures manages client margin deposits and its own funds separately
deposits under segregated accounts. Collateral ratios are promptly adjusted based on the client’s
management creditworthiness and market conditions. Clients will be required to provide additional

deposits or to close out the positions if the required collateral ratio is not met.

Trading Orient Securities Futures has formulated various policies to regulate futures trading. For
example, employees are prohibited from entering into non-compliant entrustment
arrangements, guaranteeing profits or participating in futures trading. Orient Securities
Futures maintains trading records of clients.

Real-time Orient Securities Futures monitors risks on a real-time basis during the trading process,

monitoring focusing on high-risk accounts and irregular trading activities, such as opposite positions
in a sharply volatile market and positions close to an adjustment period. The failure of
clients to supplement margin deposits in time will result in forced liquidation of
positions. In addition, Orient Securities Futures provides real-time warnings on irregular
trading activities and other anomalies.

Securities financing business
Margin financing and securities lending business

The major risks in our margin financing and securities lending business include credit risk,
interest rate risk, operational risk and compliance risk. We also manage market risk and liquidity risk
related to the business. We have established a net capital-based monitoring system, which monitors
and controls the size of our margin financing and securities lending business on a daily basis based on
predetermined parameters.

We aim to prevent our business from being overly concentrated on any single client or stock. In
general, we conduct our margin financing and securities lending business in accordance with the
following predetermined parameters:

*  the size of business from any single client of margin financing may not exceed 5.0% of
our net capital, with the warning threshold being 4.0%;

» the size of business from any single client of securities lending may not exceed 5.0% of
our net capital, with the warning threshold being 4.0%; and

» the market value of any single collateralized stock we receive from clients may not exceed
20.0% of such stock’s total market capitalization, with the warning threshold being 16.0%.

We have established a client selection and credit assessment system for our margin financing
and securities lending business. Our securities financing department is responsible for conducting due
diligence on clients’ creditworthiness and preparing a due diligence report accordingly. This due
diligence report generally includes risk identification and mitigating measures. The relevant staff from
the securities financing department are responsible for the preliminary review of credit information
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provided by clients so as to understand our clients’ identities, personal assets and income, investment
experience and risk appetite, on which the proposal on trading qualification and limits are based. The
requirement on the minimum balance of the securities accounts of new clients for our margin financing
and securities lending service, is that the daily securities assets for the latest 20 trading days shall be no
less than RMB500,000. Meanwhile, the clients of margin financing and securities lending service also
must meet the requirement of having stock trading records for at least six months when opening their
accounts. Our risk control department will review the due diligence report and its conclusions. Our
review will focus on clients’ credit standing, results of the underlying securities issuers, and market
and liquidity risks of the underlying securities.

We monitor the collateral ratio of clients engaged in margin financing and securities lending
business on a real-time basis and close out client positions, if necessary. The collateral ratio is
calculated as the ratio of total margin account balance of clients, which includes cash and securities
held in the margin account, to the margin balance of clients, which is the sum of margin loans
extended, securities sold short and any accrued interest and fees. As of December 31, 2015 and
March 31, 2016, the overall collateral ratio in margin financing and securities lending business was
290.4% and 283.8%, respectively. Based on clients’ credit ratings, we conduct differentiated
management on their deposit ratios, which ranges from 50.0% for clients with highest ratings to
140.0% for those with lowest ratings. We rate our clients based on their account balances by
considering their historical profitability and trading activities. We also apply discount to the underlying
securities based on the creditworthiness of the underlying securities issuers and underlying securities’
quality, and the discount factor may be 0%-70.0% of the market value of the underlying stock or
0%-90.0% of the market value of the bonds.

When a client’s account falls into the “alert” status (i.e. the client account has a collateral ratio
below 150% but not lower than 130% upon day-end clearing), we will send them an alert. When a
client’s account falls in the “risk™ status (i.e. the client account has a collateral ratio lower than 130%
upon day-end clearing), we will send them a notice requesting them to increase collaterals within the
specified period as agreed in the contract.

If the clients fail to provide the required collaterals as scheduled or repay the debt when it is
due, we can dispose of their collaterals as agreed. During the Track Record Period, we liquidated eight
margin financing and securities lending accounts in 2015 for a total amount of approximately
RMB11.0 million, representing 0.06% of the balance of our margin financing and securities lending
business. See “—Our Business—Brokerage and Securities Financing—Margin financing and securities
lending.” According to the requirements of the relevant regulations, the duration of each margin
financing and securities lending transaction shall not exceed six months, and shall not be extended. We
have strictly followed these requirements. After the significant volatility of A share market in June
2015, the restriction on the duration extension has been relaxed by the regulator. However, for the
purpose of risk control, we have set requirements on the collateral ratio for clients qualified to extend
the duration. Only clients whose ratio exceeds 170% are allowed to apply for extension of the duration.

Collateralized stock repurchase and repurchase agreement transaction business

For collateralized stock repurchase business, our business department conducts investigation
and analysis on the creditworthiness, use of funds, repayment schedule, condition of pledged securities
and project feasibility in accordance with due diligence requirements to prepare due diligence report
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and submits the transaction to the Company for review. Upon approval, we determine the credit to be
extended to the clients. After financing is made, we will monitor our client accounts, the underlying
securities of the transactions and use of funds to assess the ability and probability of repayment by our
clients in a timely manner, so as to effectively prevent and control business risks.

In addition, we monitor the collateral ratio of our clients engaged in collateralized stock
repurchase and repurchase agreement transactions on a real-time basis. The collateral ratio of
collateralized stock repurchase is the ratio of the market value of equity pledged by clients to the loans
and accrued interests of the clients and the collateral ratio of repurchase agreements is the ratio of the
market value of securities sold by clients to the loans and accrued interests of the clients. As of
December 31, 2015, the overall collateral ratio of our collateralized stock repurchase business and
repurchase agreement business was 359.1% and 381.1%, respectively. As of March 31, 2016, the
overall collateral ratio of our collateralized stock repurchase business and repurchase agreement
business was 283.5% and 212.3%, respectively.

For collateralized stock repurchase business, we have set the following “alert” collateral ratios
and minimum collateral ratios based on the class of underlying securities and the nature of shares.
Also, we can make adjustments according to the underlying securities and financing entities.

Class/nature of the underlying securities Minimum collateral ratio “Alert” collateral ratio
Bonds . ... 105.0% 110.0%
Funds . ... o 110.0% 115.0%
Stocks not subject to trading restrictions .................. 130.0% 150.0%
Stocks subject to trading restrictions . ... ........ ... ....... 140.0% 160.0%

For repurchase agreements transactions business, the “alert” collateral ratio is 150.0% and the
minimum collateral ratio is 130.0%.

For collateralized stock repurchase and repurchase agreement transaction business, the
collateral ratio of the outstanding repurchase agreement transactions has the corresponding trading
status as follows:

Conditions Trading status
Collateral ratio > alert value Normal
Alert value > collateral ratio = minimum value Alert
Minimum value > collateral ratio > 0 Risk

When “alert” status appears, we will send clients the “alert notice” requiring them to monitor
risks and prepare to repurchase in advance or take other collateral coverage measures. When “risk”
status appears, we will send clients the “alert notice of default” specifying that they shall take collateral
replenishment measures to avoid default. The collateral coverage protective measures that the clients
engaged in collateralized stock repurchase can take include repurchase before the due day and
replenish collaterals. The protective collateral coverage measures that the clients engaged in repurchase
agreements transactions can take include repurchase and conduct additional transactions. If clients fail
to take collateral coverage measures as required, we will dispose of underlying securities according to
default procedures. During the Track Record Period, we liquidated some accounts of “Orient
e-financing” product, which is a standardized collateralized stock repurchase product, in the amount of
approximately RMB2.9 million in 2015. See “—Our Business—Brokerage and Securities Financing—
Collateralized stock repurchase and repurchase agreement transactions.”
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Investment Banking Business

The investment banking business conducted through Citi Orient

We mainly conduct investment banking business through our subsidiary Citi Orient. Citi Orient
has developed a strict project risk evaluation system and project management system, established three
business committees, namely the investment banking business decision-making committee, the project
establishment committee and the internal auditing committee, formulated corresponding operation
procedures and business specifications according to different business processes and regulatory
requirements for different investment banking businesses and enhanced the professional education of
employees to prevent the occurrence of non-compliance issues. When a non-compliance incident
occurs, we will organize the relevant departments and staff to identify and analyze the causes of this
incident, and refine and review the whole business process.

Business selection

Due diligence and
practice

Quality inspection

Internal review

Price inquiry based
issuance

Continuous
supervision

Citi Orient has established a business quality control system. It has set procedures for
business selection, preliminary due diligence requirements for project establishment,
business selection procedures and compliance review procedures for intermediary
engagement by promulgating the relevant mechanisms. In addition, it has established a
practical and comprehensive issuer quality evaluation system.

Citi Orient has specified the due diligence and archiving standards and improve the
professional capability and ethics of the staff through training. Citi Orient has also put in
place punitive measures to mitigate the operational risk.

Citi Orient has established an independent quality control department. The project quality
inspection will be conducted by professionals. The process monitoring and quality
control will be conducted through on-site and off-site review. The quality control
department is responsible for guiding the staff in relevant departments to correct errors
promptly by drawing inferences from one instance, and optimizing the relevant process in
the OA system.

Citi Orient has specified the election criteria for the internal review committee members,
the ratio of internal and external experts and compliance and risk control personnel, and
the recruitment procedures in the relevant systems. The review opinions cover the project
substantive review, the filing materials quality review, the sponsor performance review
and the intermediary opinion review.

The project underwriting risks can be effectively controlled through the due diligence of
the project team, the valuation and price inquiry roadshow conducted by the capital
market department and the project underwriting stress test.

Citi Orient has developed corresponding continuous supervision systems for different
business types to specify the practice standards, work scope, procedures and file
archiving responsibilities for continuous supervision. For example, Citi Orient has
formulated relevant systems and memorandums in relation to the on-going supervision of
the information disclosure of the clients subsequent to the public transfer of their shares
listed on NEEQ.

Bond underwriting business conducted by our Company

We conduct comprehensive management throughout the bond underwriting process, including
controls before, during and after each issuance:

*+ we pre-review and evaluate potential clients and their offering plan according to the
relevant policies and market conditions;
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* we conduct comprehensive due diligence, and investigate the relevant information of the
issuer and credit enhancement agency (if any). During the execution process, the project
teams closely monitor the change of the issuer’s business operation and the external
environment; and

*  we will track, monitor and investigate the issuer and credit enhancement agency (if any)
during the tenor of the bonds according to the relevant internal rules, in order to promptly
obtain the accurate information about its use of proceeds and solvency, and continually
monitor its performance of the obligations in information disclosure and debt servicing.

Headquarters and Other Businesses
Overseas businesses

Orient Finance Hong Kong is our wholly-owned subsidiary established in Hong Kong. Orient
Finance Hong Kong has formulated various internal control systems, which cover the financial and
fund management, HR management, IT management, business operation, and internal control of the
holding company and its business subsidiaries.

Orient Finance Hong Kong has a legal and compliance department and a risk management
department. The functions of legal and compliance department include formulating the internal
compliance and risk management systems and processes, reviewing the contracts with external parties,
conducting selective inspection on transaction records, reviewing erroneous trade records, verifying
client positions, reviewing client account opening documents, monitoring employee transactions,
identifying problems and reporting to the managers. The risk management department is mainly
responsible for formulating risk management policies, implementing relevant procedures, conducting
evaluation on the internal and external environments and the risks that the company is facing,
proposing solutions to handle the risks and reporting to the management regularly. The subsidiaries of
Orient Finance Hong Kong will submit the financial statements to the local regulatory authorities
regularly.

Chinese Walls and Conflict of Interests

We pay special attention to the potential conflicts of interest and the need for information
barrier, or commonly known as Chinese Walls. We have formulated and improved a series of internal
rules and regulations according to the requirements of the relevant laws and regulations. Our major
business departments and subsidiaries have also formulated the rules for Chinese Walls. We have also
enhanced the practice standards, implemented confidentiality measures, compliance monitoring
measures and access control measures. If the conflict of interests cannot be avoided by the basic
measures for Chinese Walls, we will disclose the relevant conflict of interests. If such conflicts of
interests cannot be effectively managed by means of disclosure, we will take restrictive measures on
the relevant business activities to list the companies or securities involved in sensitive information on a
restricted list and determine the scope of publication of the restricted list as per its need. When we
apply restrictions to the business activities, we shall adhere to the principle of prioritizing clients’
interests and treating each client equally and fairly.

The Chinese Walls system we currently implement mainly includes the following:

*  To specify the scope of sensitive information, the principle for preventing conflict of
interests, the work divisions of different levels, the basic measures for Chinese Walls, the
information isolation measures for different businesses, the cross-wall management, and
other significant control contents;
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*  We have formulated specific information wall measures for the securities underwriting,
NEEQ, research and advisory, proprietary trading, alternative investment , fixed income,
asset management, margin financing and securities lending, stock option, securities
brokerage and private equity investment businesses and clearly stipulated that the business
cooperation between the departments with conflict of interests shall be subject to the
cross-wall review and approval;

*  We conduct focused monitoring on the key positions in the research and consultation,
investment banking, proprietary trading and asset management businesses, taking such
measures as forced information tracking system, strict computer hardware management,
restriction on software installation, office telephone recording, centralized custody of
mobile phones, email monitoring and instant message monitoring. For example, we
require our compliance department’s approval prior to dissemination of research
information through the Company’s account in order to prevent unauthorized mass-
mailing of sensitive information. We also prohibit the use of private email and social
media accounts to disseminate company information. In addition, we have enhanced the
email filing system of the employees of research institute and conduct regular inspection
on their emails;

. We have established the Chinese Walls, created the “restricted list and observation list”
through the system, realized the centralized management of sensitive information, and
connected the Chinese Walls system to the business system to realize front-end control,
automatic restriction, monitoring and follow-on management on the businesses with
conflict of interests;

*  We have established a “central control room” in the Compliance and Legal Management
Department to organize and coordinate the implementation of the Chinese Walls. The
central control room monitors and issues early warning on the business activities included
in the observation list through the Chinese Walls system. Once any irregularity is detected,
it will be investigated, reported and handled in a timely manner; and

*  We ensure the strict implementation of the Chinese Walls system and the relevant
measures by offering continuous compliance training, conducting compliance inspection
and implementing an accountability system.

Through the practice and improvement over the Chinese Walls system in recent years, our
Chinese Walls system and relevant measures have been proven to be effective, and meet the
requirements of the regulatory authorities.

Segregation of Duties

To minimize the chance of collusion and improper transactions, the company assigns the
responsibilities and functions of different business departments to different employees and teams.
None of the employees shall simultaneously work in two or more departments with conflict of
interests.

We have created a system with clear division of duties, mutual cooperation and mutual
restriction between the departments by segregating the duties of different departments and positions
and implementing the principle of separating positions subject to conflict of interests, thus ensuring the
orderly operation of the Company and the achievement of the control targets. The Company has
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prepared such internal management manuals as Employee Manual and Compliance Manual to ensure
that all the employees understand the internal organization structure, position responsibilities and
business processes, recognize the allocation of rights and duties, and properly discharge their duties.

Anti-money Laundering

We strictly comply with the anti-money laundering laws and regulations of the PRC and
relevant rules of the People’s Bank of China and the CSRC, and include the anti-money laundering
into the internal control system and daily business operation of the Company. We have established a
three-level anti-money laundering organization structure. We conduct the client identification, re-
identification and continuous identification according to the principle of “know your client”. We
conduct corresponding due diligence and other risk control measures on different clients according to
the money-laundering risk levels of the clients. Our Risk Management Department is responsible for
the anti-money laundering data reporting. We have formulated detailed rules on the preliminary
review, identification, confirmation, reporting process and timing for anti-money laundering work as
well as judgment criteria for large transactions and suspicious transactions, and report anti-money
laundering data to the People’s Bank of China Anti-money Laundering Monitoring and Analysis
Centre in a timely manner.

We properly maintain client identity data and event records and implement confidentiality
policy for anti-money laundering work according to the relevant requirements. We provide anti-money
laundering knowledge to the clients by periodically issuing anti-money laundering brochures and
setting up a special column for anti-money laundering promotion. We have conducted several seminar
trainings and included the anti-money laundering policies into the Compliance Manual, new employee
training, and employee performance evaluation of the company. We also provide active cooperation to
the People’s Bank of China for onsite inspection and offsite supervision for anti-money laundering.
Our Risk Management Department and Auditing Department have respectively formulated the auditing
rules for anti-money laundering inspection and auditing, and perform regular inspection and auditing
on the anti-money laundering practice of the Company and branches.

We have never participated in or intentionally assisted in any money laundering activity. For
the risks concerning money laundering activity, please refer to “Risk Factors—risks relating to our
business and industry—We may fail to detect money laundering and other illegal or improper activities
in our business operations on a timely basis.”

Information Technology

The continual development of information technology and the Internet has changed the way
that transaction and settlement of securities and other financial products are conducted as well as
financial services are provided. They create great opportunities as well as challenges to our business
development. We have established the System Research and Development Department and System
Operations Department to take charge of the development, operation and maintenance of IT systems.
We have constructed and operated multiple IT systems or platforms, covering the duties of various
business and departments such as brokerage business, investment business, wealth management, risk
control and auditing, and business operation.

To comprehensively manage the risks inherent in Internet platforms and Internet financial
business, we adopt multiple IT security control measures, including firewall, data encryption and
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intrusion detection, client authentication, dynamic passwords and passwords linked to the mobile
phone numbers, SSL authentication and I[P and MAC address tracking, in order to ensure the clients’
and our information security.

We will continue to invest a huge amount of resources to improve and upgrade the IT systems
each year, in order to provide safe and stable technical services and support the continuous growth of
the businesses. As of December 31, 2015, we had 107 technicians in the IT research and development
department for technology development and operation maintenance. In 2013, 2014 and 2015, our
capital expenditures in information technology were RMBI150.0 million, RMB160.0 million and
RMB234.0 million, respectively. In August 2015, we officially passed the ISO 20000 certificates. The
proven IT system we developed will continually improve the operational efficiency and the quality and
efficiency of transaction management, client service and internal management.

INTELLECTUAL PROPERTY

Our Company was incorporated as a limited liability company under the name Orient Securities
Limited Liability Company (77 #& % R#AEA ) in the PRC in 1997. Our Company was converted
into a joint stock limited liability company and we changed our registered name to
CHRITEZFBRABRA R in 2003, and have since been carrying on business under the name of
CIRITUEFFBAR A PR 7] in the PRC.

As of the Latest Practicable Date, we have registered four trademarks and five domain names
with the competent authorities in the PRC and eight trademarks with Trade Marks Registry and one
domain name in Hong Kong. Please see the section headed “Appendix VII—Statutory and General
Information—Further Information about Our Business—Our Intellectual Property Rights” to this
prospectus for further information. We had not been subject to any material infringement of our
intellectual property rights or allegations of infringements by third parties during the Track Record
Period and as of the Latest Practicable Date.

Our Company was registered in Hong Kong as a non-Hong Kong company under Section 16 of
the Companies Ordinance under its Chinese name of “M7raE B AR A on August 10, 2015. Our
Company had intended to register its English name “Orient Securities Company Limited” as part of its
non-Hong Kong company registration. However, we were informed by the Companies Registry that
our English name “Orient Securities Company Limited” is too similar to another Hong Kong registered
company named ORIENT SECURITIES LIMITED (RJskER &7 RATF). As such, our Company
proceeded to register as a non-Hong Kong company by only using its Chinese name
TS SR I A IR F on August 10, 2015.

Insofar as our Company is aware, ORIENT SECURITIES LIMITED (U7 HERF #5724 FR 22 7)) was
incorporated in Hong Kong on June 11, 1999 under the name of “Trading Guru Securities Limited”
and adopted its current name in September 2004. It is a wholly-owned indirect subsidiary of ORIENT
SECURITIES INTERNATIONAL HOLDINGS LIMITED (% 7y i B 75 B B A BR 22 ), which is
listed on the Growth Enterprise Market of the Stock Exchange with stock code 08001. According to
the public information, ORIENT SECURITIES LIMITED (375 #1554 BR 22 /) is principally engaged
in the provision of securities trading and margin financing services.
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Online searches conducted on the website of the Trade Marks Registry did not reveal that
ORIENT  SECURITIES LIMITED  (CREFEEMEHRARAR)  or ORIENT  SECURITIES
INTERNATIONAL HOLDINGS LIMITED (5 MR a7 BB R A7) owns  any relevant
registered trademarks. As such, there can be no question of any infringement of any registered
trademark of ORIENT SECURITIES LIMITED (R75EM#EZRAMRATR) or ORIENT SECURITIES
INTERNATIONAL HOLDINGS LIMITED (375 MR 75 B R HE A FR 22 /), but in order to minimize
the possible risks arising from potential passing off claims, we have resolved to adopt the following
measures:

i.  We have registered the business name “#7J5# %" (in Chinese) and “DFZQ” (in English)
and will trade and carry on business in Hong Kong under such business names;

ii. We have registered the trademark of 0 REES iy Hong Kong (the “Trademark™); and

iii. We intend to put a prominent notice on our existing website upon listing of our H Shares
on the Hong Kong Stock Exchange that our Company is a PRC incorporated company and
is referred to as and carrying on business in Hong Kong under the Chinese business name
of “HJr % and the English business name of “DFZQ”.

As advised by our counsel, Mr. John M.Y. YAN, Senior Counsel, with the above steps taken by
our Company, if a claim for passing off is brought, our Company would have a strong defense against
such claim and the risk of ORIENT SECURITIES LIMITED (75 HEM#ARAR]) or ORIENT
SECURITIES INTERNATIONAL HOLDINGS LIMITED (3R 75 M 75 B B 2 A R 7). successfully
making a claim for passing off would be minimized.

Please see the section headed “Risk Factors—We may be subject to potential passing off
claim” of this prospectus for further information.

INSURANCE

We purchase insurances for certain assets, such as vehicles. We do not purchase any business
interruption insurance, which is consistent with the industry practices in the PRC.

We believe that we have purchased necessary and sufficient insurance for our operation and
business in accordance with the industry practices. In addition, our policies contain such restrictive
terms as standard deductibles, exclusions and benefit limits. Therefore, the insurance may not be able
to cover all our losses, and we cannot guarantee that we will not incur or suffer any loss or claim
beyond the benefit limit or coverage of the policy. All of our policies are underwritten by an insurance
company with a good reputation, and we will review the policies each year.
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EMPLOYEES

We believe that professional employees are important cornerstones for our long-term growth.
As of the Latest Practicable Date, we had 3,834 employees. The following table sets out the breakdown
of the number of employees classified according to their business functions as of the Latest Practicable
Date:

Number of employees Percentage

Securities sales and trading business ............ .. .. ... ... 153 4.0%
Brokerage and securities financing business .............. ... ... .. ... 2,097 54.7%
Investment banking business . ............... .. 287 7.5%
Asset management buSiness . .. ......... ...t 195 5.1%
Research . ... ... 184 4.8%
Compliance and risk control . .. ....... ... ... ... ... . 122 3.1%
Information technology ........ ... ... .. .. 230 6.0%
FINance . ... ... 218 5.7%
Administration . ........ .. 98 2.6%
Other .« oo 250 6.5%
Total ... 3,834 100.0%

The following table sets out the breakdown of the number of employees classified by regions as
of the Latest Practicable Date:

Number of employees Percentage

Shanghai . ... .. 2,272 59.3%
Other provinces of PRC ... ... ... . .. 1,462 38.1%
Hong Kong . . ... 100 2.6%
Total . ... 3,834 100.0%

As of the Latest Practicable Date, approximately 71.4% employees had a bachelor or higher
degree.

We sign employment contract with each employee according to relevant laws and regulations
of the PRC, to protect their rights and interests. All employees are treated in fairness and in accordance
with law. For instance, we provide basic pension insurance, basic medical insurance, work-related
injury insurance, unemployment insurance, maternity insurance and housing provident fund.

Our sustainable growth and development depend on the performance and loyalty of our
employees. We adopt a market-oriented compensation structure, linking employees’ compensation to
their performance. The performance evaluation system can provide basis for human resources
decision-making, such as employee compensation adjustment, promotion and talent fostering. In
addition, we provide supplementary compensation benefits to employees, such as paid annual leave,
supplementary medical insurance and family care.

To improve employees’ professional skills, we have established a comprehensive and
diversified training system to provide a variety of internal and external trainings for employees. We
provide trainings on leadership, business skills, corporate culture, compliance and risk control and
internationalization to employees through internal themed training, job rotation, external training,
overseas exchange program and E-learning.
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During the Track Record Period, we have not experienced any strike, protest or other serious
labor dispute that may severely damage our business or public image. We have set up a labor union. We
pay great attention to the rights and interests of our employees and maintain good relations with them.

PROPERTIES

Our headquarters are located in a property we rent at Block 2, No. 318 Zhongshan South Road,
Shanghai, the PRC. As of December 31, 2015, we owned 31 properties and 4 parking spaces in the
PRC with a total GFA of approximately 27,418 square metres. In addition, the properties we leased for
the purpose of our principal business include 159 properties in the PRC with a total GFA of
approximately 145,080 square metres and two properties in Hong Kong with a total GFA of
approximately 18,266 square feet.

As of December 31, 2015, no single property accounted for 15% or above of our consolidated
total assets. Therefore, this prospectus is exempt from the requirements under Chapter 5 of Hong Kong
Listing Rules and Paragraph 34(2) of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance that the interests in the lands and buildings shall be included in
the valuation report according to section 342(1)(b) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance.

Self-owned Properties

As of December 31, 2015, among the 35 self-owned properties and parking spaces, we had
obtained complete and effective building ownership certificates and land use rights certificates for 28
properties and parking spaces, with a total GFA of approximately 18,562 square metres (representing
approximately 67.7% of the total GFA of all the self-owned properties). As confirmed by Grandall
Law Firm (Shanghai), our PRC legal advisors, we have the legal ownership of these properties and
thus have the right to own, use, transfer, lease, pledge or otherwise dispose of such properties.

As of December 31, 2015, we had only obtained the building ownership certificates but had not
obtained land use rights certificates for seven properties with a total GFA of approximately
8,857 square metres (representing approximately 32.3% of the total GFA of all our self-owned
properties), because (i) the relevant real estate developer or relevant regulatory department has not
finished mapping on the land on which the relevant building is occupied, (ii) the developer has decided
to apply for the land use rights certificate only after completion of the whole property project, or
(ii1) the transferor delayed in applying for the land use rights certificate. These properties are used by
us as either offices or securities branches. According to our PRC legal advisors, the fact that we have
the building ownership certificates but do not have the land use rights certificates for these properties
will not affect our right to occupy, use and dispose of these properties.

We have not received any notice from any governmental authority or third party to stop using
such properties with title defects or to pay the relevant penalties or compensation. Although we cannot
determine the time when the competent authority will grant the relevant certificates to us, we have
made commercially reasonable efforts to obtain all relevant certificates for the properties. Alternative
properties are readily available. If we were required to relocate, our Directors do not expect the
relocation costs to be material. Our Directors believe that the properties with title defects are in good
condition and can be safely used by us.
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For the above reasons, our Directors believe that the seven self-owned properties mentioned
above are not significant to and will not have any material adverse impact on our business, operation or
financial conditions.

Purchased Property

In October 2013, we entered into an agreement with Shanghai Binjiang Xiangrui Investment
Construction Co., Ltd. (“Binjiang Xiangrui”) for the purchase of its No. 596 south land parcel project
in Huangpu District, Shanghai. Under the agreement, Binjiang Xiangrui is responsible for construction
of a building and thereafter, transfer such building to us. We have agreed to pay for the consideration
for the land use right and the relevant management fees, and bear the construction expenses and related
taxes.

Our PRC legal advisors have advised that the above agreement is valid and binding. As of the
Latest Practicable Date, we had paid approximately RMBI1,056.6 million in aggregate as the
consideration for the land use right, management fees and subsequent construction expenses.

As the building has met the pre-sale conditions under the applicable PRC law, on June 14,
2016, we further entered into property pre-sale agreements with Binjiang Xiangrui to purchase the
second to fifteenth floors of the building with an estimated total GFA of approximately 17,413 square
metres for a total consideration of approximately RMB1,286.4 million. Taking into account the above
total amount of approximately RMB1,056.6 million already paid by us, as of the Latest Practicable
Date, the remaining amount payable by us under the property pre-sale agreement is approximately
RMB229.8 million. Pursuant to the agreement, Binjiang Xiangrui shall transfer the title of the property
to the Company by August 31, 2017.

Leased Properties

As of December 31, 2015, the properties we leased for the purpose of our principal business
include 159 properties in the PRC with a total GFA of approximately 145,080 square metres and two
properties in Hong Kong with a total GFA of approximately 18,266 square feet.

For 133 leased properties in the PRC with a total GFA of approximately 128,915 square metres
(representing approximately 88.9% of the total GFA of our leased properties), the lessors have
obtained the relevant building ownership certificates. According to our PRC legal advisors, the lease
agreements for such properties are valid and binding.

For 15 leased properties in the PRC with a total GFA of approximately 4,986 square metres
(representing approximately 3.4% of the total GFA of our leased properties), although the lessors failed
to provide the building ownership certificates, they have provided the land use rights certificates and
construction project planning permits for these properties. Our PRC legal advisors have advised that
according to the relevant provisions in article 2 of the Interpretation of the Supreme People’s Court on
Certain Issues Concerning the Application of Laws in the Trial of Cases in Connection with House
Lease Contract Disputes, if the lessor has obtained the construction project planning permit, the
people’s court will treat the lease as valid. Therefore, these lease agreements are valid.

Most of the lease agreements of our 148 leased properties in the PRC mentioned above have
not been registered with competent government authorities. As advised by our PRC legal advisors,
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pursuant to the Procedures for the Management of Commodity House Leases, lease agreements should
be registered, failing which we may be subject to a fine ranging from RMB1,000 to RMB10,000. Our
PRC legal advisors have further advised that the non-registration will not affect the validity of the lease
agreements.

For 11 leased properties in the PRC, with a total GFA of approximately 11,179 square metres
(representing approximately 7.7% of the total GFA of our leased properties), the landlords have not
provided the building ownership certificates or land use rights certificates and construction project
planning permits. For eight buildings with a total GFA of approximately 8,988 square metres, the
lessors have provided written undertaking or agreed in the relevant lease agreements that they would
indemnify us for the losses incurred as a result of the defects in such leased properties. For the
remaining three properties with a total GFA of approximately 2,191 square metres, the relevant lessors
have provided ownership certificates or authorization documents issued by the relevant authorities
proving the ownership of the properties. Our PRC legal advisors have advised that if the lessor does
not possess the ownership of the above properties, the lessor is not entitled to lease the property. Under
such circumstances, if any third party challenges the ownership of the building or the lessor’s right to
lease the property, we may not be able to continue to lease the property but we are entitled to claim
damages from the lessors pursuant to the lessors’ undertaking or the terms of the relevant lease
agreements.

We mainly use the leased properties as our branches or offices. As of the Latest Practicable
Date, we are not aware of any need to relocate from our leased properties due to the lack of certificate
or permit mentioned above. In any event, given that alternative properties are readily available, if we
were required to relocate, we do not expect the relocation costs to be material.

For the above reasons, our Directors believe that the defects in our leased properties will not
have material adverse effect on our business, operation or financial conditions.

LAWS AND REGULATIONS
Licensing Requirements

We conduct our business mainly in the PRC and are, therefore, subject to the regulatory
requirements of the PRC. Our Directors and PRC legal advisors, Grandall Law Firm (Shanghai),
confirmed that, during the Track Record Period and up to the Latest Practicable Date, we have
complied with the relevant PRC regulatory requirements and guidelines in all material respects and
obtained all the important consents and licences necessary for our operations in accordance with the
PRC laws and regulations. We renew all business licences according to relevant law and regulations
form time to time. To the knowledge of our Directors after due inquiry, our Directors confirmed that as
of the Latest Practicable Date, all of our employees and brokers had obtained the relevant licences as
required for their business activities. Since our A Share offering in March 2015 and up to the Latest
Practicable Date, neither our Company nor any of our Directors have been subject to auditing or
administrative penalty by the CSRC, or been criticized or publicly reprimanded by the Shanghai Stock
Exchange for violations of any listing rules or other relevant applicable rules.

In accordance with the regulatory requirements of the laws in Hong Kong, our subsidiaries
established in Hong Kong, including Orient Securities (Hong Kong) Limited, Orient Futures
(Hong Kong) Limited, Orient Asset Management (Hong Kong) Limited, Orient Capital (Hong Kong)
Limited and Orient Credit Finance (Hong Kong) Limited, must obtain the necessary licences or
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permits for operation according to the relevant laws before conducting relevant businesses in
Hong Kong. In accordance with the Securities and Futures Ordinance, Orient Securities (Hong Kong)
Limited holds Type 1 (Dealing in Securities) licence and Type 4 (Advising on Securities) licence
issued by the SFC, and the exchange participant certificate issued by a recognized controller (Hong
Kong Stock Exchange) as defined in the SFO. Orient Futures (Hong Kong) Limited holds Type 2
(Dealing in Futures Contracts) licence issued by the SFC and the exchange participant certificate
issued by the Hong Kong Stock Exchange. Orient Asset Management (Hong Kong) Limited holds
Type 9 (Asset Management) licence issued by the SFC. Orient Capital (Hong Kong) Limited holds
Type 6 (Advising on Corporate Finance) licence issued by the SFC. In accordance with Money
Lenders Ordinance, Chapter 163 of the Laws of Hong Kong, Orient Credit Finance (Hong Kong)
Limited holds a money lenders licence.

Our Directors confirmed that, during the Track Record Period and up to the Latest Practicable
Date, we had complied with the relevant Hong Kong regulatory requirements and guidelines in all
material respects and obtained the permits and licences necessary for our operations in accordance with
the laws and regulations of Hong Kong.

Legal Proceedings

We may become a party to legal proceedings arising in the ordinary course of our business. Our
Directors and our PRC legal advisors, Grandall Law Firm (Shanghai) have confirmed that, up to the
Latest Practicable Date, there was no legal proceeding pending or threatened against us or our
Directors that could, individually or in the aggregate, have a material adverse effect on our business,
financial condition or results of operations.

Regulatory Non-compliances

We are subject to various regulatory requirements and guidelines promulgated by the regulatory
bodies in the PRC and Hong Kong, including but not limited to the CSRC, SFC, Shanghai Stock
Exchange, Shenzhen Stock Exchange, Hong Kong Stock Exchange, NEEQ Company and their
respective local authorities and offices, self-regulatory organizations in our industry, including but not
limited to the Asset Management Association of China and the SAC. We or our employees may be
involved in regulatory non-compliance incidents from time to time, and such regulatory non-
compliance incidents can be divided into the following two categories based on the nature of the
incidents: (i) non-compliance incidents that lead to administrative penalties; and (ii) non-compliance
incidents that lead to regulatory measures and the deduction of regulatory points.

Non-compliance Incidents That Lead to Administrative Penalties

During the Track Record Period and up to the Latest Practicable Date, we did not receive any
administrative penalty from any regulatory authority.
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Non-compliance Incidents That Led or May Lead to the Deduction of Regulatory Points

The following table sets forth the non-compliance incidents that led to regulatory measures or
the deduction of regulatory points during the Track Record Period and up to the Latest Practicable

Date.

Regulatory non-compliance incident

Brief explanation and our primary remedial
measures

Orient Securities Asset Management

On September 9, 2014, the Asset Management
Association of China issued a letter to Orient Securities
Asset Management, stating that since certain clients of
two collective asset management schemes sponsored by
Orient Securities Asset Management did not sign the
risk disclosure statements, the Asset Management
Association of China decided to give an oral warning to
Orient Securities Capital Investment in accordance with
the relevant self-discipline rules, and for the one month
from September 9, 2014, Orient Securities Asset
Management shall communicate with the Asset
Management Association of China before setting up any
asset management scheme. After such period, Orient
Securities Asset Management could submit a special
rectification report to the CSRC and the Asset
Management Association of China.

Orient Securities Futures

On November 12, 2014, the CSRC Shanghai Bureau
issued a warning letter to Orient Securities Futures,
stating that an employee of Orient Securities Futures
had used office computers without authorization to give
trading instructions on behalf of clients, which reflected
that Orient Securities Futures failed to -effectively
implement the internal control measures and working
procedures such as management of employees and the
information technology equipment, and that Orient
Securities Futures were exposed to safety hazards. This
behavior breached the requirements of the Measures for
the Administration of Futures Companies applicable at
that time. The CSRC Shanghai Bureau required Orient
Securities Futures to further enhance compliance
management on employees, adopt effective measures to
implement its information technology management
system, and submit a rectification report in writing
within 30 business days.
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These incidents resulted from our failure to fully
follow the required contract signing procedures for
asset management business.

Our rectification measures after these incidents
included: arranging signing of the risk disclosure
statements not signed by certain clients for our
existing products, formulating the management
procedures for paper contracts, completing the
contract numbering work, and further enhancing
management on contract files to preclude the re-
occurrence of such incidents.

After our rectification, the CSRC and the Asset
Management Association of China did not have any
further comments.

This incident resulted from our failure to effectively
implement internal control measures and working
procedures such as those on the management of staff
and information technology equipment.

After this incident, since the employee violated
relevant rules of the company to carry out futures
trading upon instructions from the clients, which had
certain negative impact, we terminated the
employment contract with this employee according to
relevant provisions of the employment contract and
the staff manual.

In order to avoid re-occurrence of such incident, with
respect to asset management business, we have: (i)
enhanced the self-discipline education on the conduct
of practicing professionals, especially education on
the conduct of practicing professionals in our Asset
Management Department, and required our staff to
sign compliance commitment statement; (ii) adopted
various measures, including the Risk Control
Measures for Asset Management Business, Measures
regarding Conflict of Interest in Asset Management
Business, and Measures regarding Compliance for the
Asset Management Business, to regulate the activities
in the asset management business, established a risk
control  system  comprising department  risk
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Regulatory non-compliance incident

Brief explanation and our primary remedial
measures

On April 13, 2015, the CSRC Shanghai Bureau made a
decision to carry out regulatory conversation measures
against Orient Securities Futures. After an investigation,
on March 10, 2015, the collective trading system of
Orient Securities Futures (CTP Chairman) broke down
due to human failure, and caused partial interruptions of
the trading system due to system reboot, which affected
trading for over 5 minutes in aggregate, and damaged
the legitimate interests of investors. This incident
constituted a major information security incident under
Section 12, Article 4 of the Measures on the Reporting
and Investigation of Information Security Incidents in
Relation to Securities and Futures. The CSRC required
the relevant responsible persons of Orient Securities
Futures to attend the regulatory conversation in the
CSRC Shanghai Bureau on April 16, 2015.
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management officer, compliance and enforcement
department and the chief risk management officer,
and further optimized the internal control and risk
management process through separation of duties,
Chinese walls, and confidentiality measures; (iii)
installed Internet behavior management system for all
branches, dedicated specific staff to manage our
professionals’ conduct over the Internet; prohibited
any trading in the working area, fully prohibited any
unauthorized trading in the business premises that
have on-site clients; (iv) arranged for the Information
Technology Department and Compliance Auditing
Department in our headquarters to check the MAC
addresses on the computers regularly (monthly), to
confirm whether any employee has carried out any
trading and whether there is contact information of
staff and brokers contained in the account opening
information of the clients, and prepared verification
reports on a routine basis to impose punishment on
relevant staff who breaches relevant requirements and
relevant departments as well as staff negligent in the
performance of management duties in accordance
with the regulatory requirements, industry self-
discipline requirements and company rules.

We have submitted a rectification report to the CSRC
Shanghai Bureau. As of the Latest Practicable Date,
we have not received any opposing or follow-up
comments from relevant regulatory authority on our
rectification measures.

The cause of this information security incident was a
mistake in the setting of the contract information of
our staff which resulted in the delayed restoration of
the broken-down trading system.

After the trading system broke down, we initiated our
emergency measures in a timely manner, fixed the
issue completely and handled client relations
properly, such incident did not cause any negative
social effect.

After receiving the decision to implement regulatory
measures, the relevant responsible persons of Orient
Securities Asset Management went to the CSRC

Shanghai Bureau to attend the regulatory
conversation on the required date.

Our rectification measures after this incident
included: (i) enhanced business trainings and

responsibility education on the staff of key positions
and the technical personnel on duty to avoid any
operational risks; (ii) rectified the setting and
reviewing procedures for key business parameters;
(iii) refined the business process of the company,
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Regulatory non-compliance incident

Brief explanation and our primary remedial
measures

Citi Orient

On February 11, 2015, NEEQ Company implemented
corresponding regulatory measures in respect of the
information disclosure non-compliance incident of
Beijing Zhong-ke Clamber Electronic Technology Co.,
Ltd. (“Clamber”) and its relevant staff and
intermediaries. Since Citi Orient, as the lead securities
firm of Clamber failed to supervise Clamber to perform
its information disclosure obligations in a faithful and
trustworthy manner in accordance with relevant
requirements and to optimize its corporate governance,
NEEQ Company implemented the regulatory measures
to require Citi Orient to attend a regulatory
conversation. This incident also resulted in a deduction
of points during the classification evaluation of
securities firms in 2015.
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reducing the operation time for settlement and system
initialization to save more time for handling
emergencies; (iv) started to carry out system
improvement to enhance the fault tolerance
mechanism of the system.

As of the Latest Practicable Date, we have not
received any follow-up comments from the relevant
regulatory authority.

This incident resulted from our failure to fulfill our
duty to perform the on-going supervisory obligations
for the NEEQ projects.

Our rectification measures after this incident
included: circulating a notice of criticism on the
relevant responsible staff, organizing the relevant
departments and staff to identify and analyze the
causes of this incident, and refining and reviewing the
whole business process. In order to ensure the
accuracy and completeness of information disclosure
in the on-going supervisory process, by reference to
the regulatory requirements and due diligence
principle, the Company formulated and distributed the
On-going Supervising and Information Disclosure
Systems of the Company for the Public Transfer of
the Shares Listed on NEEQ and the Memorandum on
the Review of the Information Disclosure Documents
of the Companies Subsequent to Their Listing on
NEEQ.

In order to avoid the re-occurrence of such incidents,
we also adopted the following measures: the Quality
Control Department of the company organized the
staff in relevant departments to correct errors
promptly by drawing inferences from one instance,
and optimized the relevant process in the OA system
to prevent the re-occurrence of similar problems by
participating in the trainings on such systems as the
On-going Supervising and Information Disclosure
Systems of the Company for the Public Transfer of
the Shares Listed on NEEQ and the Memorandum on
the Review of the Information Disclosure Documents
of the Companies Subsequent to Their Listing on
NEEQ.

As of the Latest Practicable Date, we have not
received any follow-up comments from the relevant
regulatory authority.
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On June 15, 2016, each of Orient Securities Futures and the product investment manager of
Orient Securities Futures received a notice from the CSRC stating respectively that, as Orient
Securities Futures and the product investment manager did not duly perform their duties as an asset
manager, the CSRC will conduct an investigation against Orient Securities Futures and the product
investment manager of Orient Securities Futures in accordance to the provisions of the Administrative
Regulations on Futures Trading (the “CSRC Notices”). No details of the investigation were mentioned
in the CSRC Notices. According to Grandall Law Firm (Shanghai), our PRC legal advisors, since the
above incident is still under investigation, it is not feasible to ascertain the facts of any irregularities
and regulatory liability which the Company and the product investment manager might be subject to at
this stage.

Orient Securities Futures commenced asset management business in 2012 in accordance with
the requirements under Interim Measures on Asset Management Business to Futures Companies
promulgated on September 1, 2012. The commission and fee income generated from the asset
management business of Orient Securities Futures amounted to nil, RMBO0.1 million, RMBO0.2 million
and RMBO0.2 million for the years ended December 31, 2013, 2014 and 2015 and the three months
ended March 31, 2016, respectively, which represented approximately nil, 0.002%, 0.001% and
0.008% of our total revenue and other income for the years ended December 31, 2013, 2014 and 2015
and the three months ended March 31, 2016, respectively.

Employee Non-compliance Incidents

During the Track Record Period and as of the Latest Practicable Date, there were two non-
compliance incidents involving our employees which had been subject to regulatory measures or
prosecution or conviction, detailed as below:

Employee non-compliance incidents

Brief description and our remedial measures

On September 19, 2014, GONG Yueyue, former head of
Research Department of Orient Finance Hong Kong,
was charged by Independent Commission Against
Corruption (ICAC) for receiving advantages as an agent.
GONG Yueyue accepted HK$100,000 to intentionally
increase the target share price of China Household
Holdings Limited (a company listed on the Hong Kong
Stock Exchange with stock code: 00692) to HK$2.06 in
the research report.

On February 25, 2015, GONG Yueyue was convicted of
receiving advantages as an agent in contravention of
section 9(1) (a) of Prevention of Bribery Ordinance by
Eastern District Law Court, and was sentenced to 1 year
in prison.

On November 16, 2015, the SFC banned GONG
Yueyue from re-entering the financial industry for 15
years.
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Upon becoming aware of GONG Yueyue being
subject to an investigation by ICAC, Orient Finance
Hong Kong actively cooperated with the
investigation of ICAC. Orient Finance Hong Kong
has not been subject to any investigation or
prosecution by any authorities for this incident.

After Orient Finance Hong Kong was informed that
GONG Yueyue was officially charged by ICAC
before the court, it took the following remedial
measures: (i) Orient Finance Hong Kong officially
terminated employment with GONG Yueyue on
November 16, 2014; (ii) to ensure the normal
operation of the Research Department, management
functions of the Research Department were
transferred to the management and other officers; (iii)
revising the internal policy, Code of Conduct on
Receiving Advantages and Reporting of Conflicts of
Interest, in May 2014, stipulating that all the
employees shall report to the company and obtain
approval for the relevant issues.
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Employee non-compliance incidents

Brief description and our remedial measures

On October 30, 2015, as stated in the CSRC’s press
release administrative penalties were imposed in several
illegal cases, one of which involved LI, the former
manager of Changsha securities branch of Orient
Securities. According to the press release, LI had
frequent contact with the senior managers of a listed
company’s shareholder who had the insider information
when the listed company was planning for an important
investment project. He used another person’s account to
trade “Boyun New Materials” and made a profit of
RMB2.89 million. His transaction activity was highly
consistent with the insider information. Therefore, he
was suspected of insider trading. The CSRC confiscated
all his illegal earnings and imposed a penalty equal to 3
times of the illegal earnings and banned him from
accessing the securities market for life.

According to the oral explanation provided by LI, the
CSRC delivered the notice of administrative penalty to
him because he was suspected of insider trading. LI
disagreed with the facts stated by the CSRC. He has
submitted defense materials and this case is currently
under investigation by the CSRC.

On June 2, 2016, the research institute of the Company
was notified by two of its employees that they received
a preliminary notice of administrative penalty from the
CSRC on May 31, 2016. According to the preliminary
notice, in 2014 and 2015, the two employees
disseminated misleading information of a listed
company to a large number of clients through the
Company’s email accounts without receiving approval
from the Company’s compliance team, contrary to the
Securities Law of the PRC. The CSRC intended to
impose a fine of RMB200,000 on each employee.

According to the verbal communication of the Company
with the employees, they have submitted objections and
the related materials to the CSRC.
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When we became aware of the issue, we commenced
the compliance accountability procedure
immediately. We removed LI from the position of
securities branch manager, demoted him to an
ordinary employee, deducted part of his performance
bonus and ordered him to continue to cooperate with
the subsequent investigations by the regulatory
authority.

According to the investigation findings and the
handling of illegal activity of the regulatory
authority, the illegal activity was found to be
conducted by LI in his personal capacity. The
Company was not subject to any administrative
penalty or regulatory measures in relation to this
incident.

After the occurrence of this incident, the Company
took the following measures to further enhance
control on the practice of employees: (i) providing
compliance education to all securities branch
employees; (ii) enhancing technical monitoring on
the employee practice; (iii) enhancing inspection on
employee practice by ordering the Risk and
Compliance Officer of the branches to inspect
employee practice each month, in order to discover,
report and deal with any issue in a timely manner.

When we became aware of the investigation by the
CSRC, we suspended the duties of the two employees
and prohibited them from publishing research report.
We also deducted part of their performance bonus
and requested them to continue to cooperate with the
investigations by the CSRC.

In order to avoid the re-occurrence of similar
incident, the Company took the following measures
to further enhance the control on the practice of its
employees:

(i) providing compliance education to all
employees of the research institute;
(i) enhancing monitoring on the employee practice,
including prohibiting the dissemination of
research information through the Company’s
email account without prior approval from
compliance officer, and blocking emails from
research personnel intended for more than ten

recipient addresses in order to prevent
unauthorized  mass-mailing of  sensitive
information;

(iii) enhancing the email filing system of the
employees of research institute and conduct

regular inspection on their emails; and

(iv) refining publication policies relating to research
information such as prohibiting the use of
private emails and social media accounts to
disseminate research information and punishing
any violator based on the severity of the non-

compliance event.
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In addition, as of the Latest Practicable Date, to the knowledge of our Directors, a former
member of our senior management, an employee and a former employee of the Company were under
investigation by the CSRC and the public security authority for their suspected use of non-public
information to trade in securities, but the regulatory authorities did not officially inform us the status of
such investigations. As far as we are aware, these incidents mainly concern the conduct of these
individuals, and we were not investigated by these regulatory authorities or any other authorities. After
these incidents, in order to further improve the overall management of our employees, the Company
conducted internal investigations and implemented measures to enhance its internal control measures,
including but not limited to (i) strengthening its surveillance measures including installing more audio
and visual surveillance equipment in the Securities Investment Department trading room; and
(ii) organizing more compliance training to emphasize the importance of compliance.

In 2014, Citi Orient acted as independent financial advisor to an acquirer in its acquisition of a
target company and the acquisition was completed in July 2014. The acquirer filed a report with the
Guangzhou police authorities in December 2015 and alleged that the target company was engaged in
contractual fraud. As of the Latest Practicable Date, as far as we are aware, a former employee of Citi
Orient was detained by the Guangzhou police authorities in connection with this proceeding. As of the
Latest Practicable Date, as far as we are aware, Citi Orient was not the subject of investigations by any
relevant authorities in the PRC in respect of their role as independent financial advisor on the relevant
transaction. Citi Orient conducted internal investigations and did not find any evidence indicating any
non-compliance with their internal procedures and policies on due diligence and work scope performed
by Citi Orient as independent financial advisor. Our internal control advisor has reviewed Citi Orient’s
internal control measures including their project compliance management and no irregularities were
identified. Our Directors and the Joint Sponsors are of the view that if the former employee of Citi
Orient is found liable or convicted in any litigation or legal proceedings related to this matter, or if Citi
Orient’s role as independent financial advisor is criticized, it might lead to negative publicity
surrounding the transaction and Citi Orient’s role which could have material adverse effect on our
reputation. Please see the section headed “Risk Factors—We may be subject to litigation and
regulatory investigations and proceedings and may not always be successful in defending ourselves
against such claims or proceedings” of this prospectus for further information.

We received the regulatory rating of “A” in 2013 due to two non-compliance incidents that
occurred prior to the Track Record Period in 2012. As confirmed by our Directors and Grandall Law
Firm (Shanghai), our PRC legal advisors, except for those disclosed above, neither our employees nor
we have been subject to any administrative penalties, regulatory measures or prosecution and
conviction during the Track Record Period and as of the Latest Practicable Date.

Our Directors and Grandall Law Firm (Shanghai), our PRC legal advisors, believe that the
above-mentioned non-compliance incidents will not cause any material adverse effect on our business,
financial conditions or results of operations.

Given that (i) we obtained the regulatory ratings of AA, A, AA and AA respectively from the
CSRC in 2012, 2013, 2014 and 2015; (ii) as of the Latest Practicable Date, the regulatory authorities in
the PRC had neither raised any objection to our rectification report or the remedial measures we
adopted for the non-compliance incidents disclosed in this prospectus, nor taken any subsequent
actions; (iii) we have taken monitoring measures to prevent the reoccurrence of such events; (iv) our
internal control consultant confirmed that we had taken remedial measures to strengthen internal
control and no irregularities were identified; and (v) as of the Latest Practicable Date, none of our
Directors had been subject to the warning, penalty, sanction or reprimand by the regulatory authorities
in PRC because of the non-compliance incidents disclosed in this prospectus, the Directors believe that
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(a) the internal control measures of our Company are sufficient and effective in all material aspects;
and (b) these incidents do not affect the qualifications of the Directors to serve as the Directors of our
Company according to Rules 3.08 and 3.09 of the Listing Rules. After making reasonable inquiries
regarding the non-compliance incidents and the remedial measures, there is nothing that causes the
Joint Sponsors to disagree with our view.

We appointed an independent internal control consultant to perform an internal control review
and provided recommendations for our Group between October 2014 and September 2015 based on an
agreed scope with the Company and the Joint Sponsors. According to the internal control review
report, the internal control consultant suggested the following major recommendations to further
enhance the effectiveness of our internal controls:

(i) formulation or revision of certain internal rules, policies and procedures at the Company,
in relation to, among other things, (a) management of Company advertising to better
promote the Company’s brand, (b) mandatory leave policies for employees to enhance the
Company’s ability to detect potential employee malicious activity, (c) operating
procedures for investment into subsidiaries, affiliates and joint ventures to enhance
company investment decision-making and the usage of Company funds, (d) reporting of
branch-level commissions rates to ensure headquarters has up-to-date information and to
prevent non-compliance, (e) operating procedures at the Fixed Income Department to
standardize treatment of underwritten securities, (f) operating procedures for monitoring
debt securities investments to improve the Company’s continued management of its
investments, and (g) record keeping procedures to improve securities reconciliation; and

(i) enhancement of IT systems, including, among other things, improvements to system
security by adjusting account permissions and password policies, as well as improvements
to system stability by implementing periodic checks of backup data.

The internal control consultant performed a follow-up review in January 2016 and all of its
recommendations have been implemented.

Regulatory Inspection

The CSRC and other regulatory authorities will conduct inspection, review and inquiry on our
compliance with laws, regulations and guidelines. Although the inspection, review and inquiry by the
regulatory authorities did not subject us to any administrative penalties or regulatory measures, such
actions did reveal that there existed defects, to some extent, in our business operation, risk
management and internal control. We have taken remedial measures and improved our risk
management and internal control system according to the suggestions of the regulatory authorities. The
regulatory inspections are outlined below:

Regulatory Inspection by the CSRC Shanghai Bureau in April 2013

From April 1 to April 3, 2013, the CSRC Shanghai Bureau conducted an on-site inspection on
our compliance management, risk management mechanism construction and operations. The main
issues included: (1) the counter system failed to reveal the extremely risky subscription of the clients or
record the clients’ options; (2) there existed several cases that the business exceeded its size limit set
by the Board of Directors in the investment fixed income business and the stock index futures
business; (3) the Company did not have the qualifications for securities underwriting and sponsorship
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when engaging in the underwriting of inter-bank market policy financial bonds; (4) the investment in
designated asset management plans by the private equity investment subsidiary did not comply with
the relevant laws and regulations.

The remedial measures we adopted for the above issues included: (1) upgrading relevant
system to promptly give alerts about extremely risky subscription and the recording of the operations
selected by the clients on the counter system; (2) strict monitoring and reporting of risk limits by
relevant business departments and the Compliance and Risk Management Department; (3) the
Company signed a business division agreement with Citi Orient, the subsidiary engaged in sponsorship
and underwriting businesses, according to which, the Company will engage in the securities
underwriting (national bonds, policy bank financial bonds, short-term financing bill and mid-term
notes only) and Citi Orient will engage in the sponsorship and underwriting businesses except for the
above-mentioned securities underwriting during the agreed term. This business change has been
approved by the securities regulatory authority; (4) transferring non-compliant asset management
schemes and organizing regulation and business training for employees of the private equity
subsidiary.

We submitted the rectification report to the CSRC Shanghai Bureau in May 2013. As of the
Latest Practicable Date, we had not received any objection to our rectification report from the
regulatory authority.

Regulatory Inspection by the CSRC Shanghai Bureau in July 2014

At the end of July 2014, the CSRC Shanghai Bureau conducted an on-site inspection on the
establishment of the comprehensive risk management and liquidity risk management system of our
Company, and identified the following main issues: (1) certain risk control measures set out in the risk
management table of our Company hadn’t been implemented; (2) risk control indicators for asset and
liability allocation of Securities Investment Department and Derivatives Department exceeded the limit
set by the Board of Directors and President’s Office; (3) the liquidity regulatory indicator failed to
meet the regulatory requirements in certain months and our Company failed to establish a standardized
emergency disposal mechanism and a daily supervision and tracking mechanism to manage liquidity
risks; (4) failure to implement unified monitoring and collection of single risks involving different
departments at the company level; (5) risk monitoring of our subsidiaries needs to be enhanced; (6)
there is still room for improvement in the business model, procedures and liquidity management of our
“Dongfanghui (77#)” business (namely, a kind of service in which our Company gives order to the
fund account of our clients to purchase and redeem “money market fund C of China
Universal (M7 & & #1524 C)” automatically according to the agreement between the client and us).

The rectification measures we have adopted to rectify the above-mentioned issues include: (1)
to reiterate relevant institutional requirements to the person in charge of the relevant project and ask the
risk control manager to carry out casual inspection and supervision on the implementation of risk
control measures; (2) to instruct the office of proprietary trading business to criticize and educate
responsible persons and to reiterate relevant policies and institutional requirements, and clarify such
specifications as the timing, reporting method for risk warning and the feedback time for rectification
by the business department when the risk control indicator of such business department exceeds the
limit; (3) to formulate standardized contingency plans and pressure testing measures to manage
liquidity risk and set clear, relevant quantitative criteria; to manage the liquidity demands at the funds
centre in a unified manner, and include medium- and long-term debt financing instruments into the
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daily liquidity management system; (4) to implement unified monitoring and compiled analysis of
market risk, credit risk and liquidity risk at the Company level; (5) to initiate the development and
construction of “platform for risk management and reporting of operating information of subsidiaries
(72> vV B L 5 B R F-5E); (6) to systematize risk management and the application of pressure
testing indicators according to the comprehensive risk management requirements; (7) to optimize the
business model and procedures of the “Dongfanghui” business and to monitor and minimize the
liquidity risk of the “Dongfanghui” business by setting limitations on participation by each individual
client and aggregate participation by all clients and by devising an emergency plan in response to
liquidity risks.

In October 2014, we submitted our rectification report to the CSRC Shanghai Bureau. As of the
Latest Practicable Date, we had not received any objection to our rectification report from the
regulatory authority.

Regulatory Inspection on Orient Securities Asset Management by Inspecting Team of the CSRC in
August 2014

In August 2014, the inspecting team of the CSRC conducted an on-site inspection of the asset
management business of Orient Securities Asset Management, identified the following main issues:
(1) failure to make strict examination of the investment objects of the asset management scheme;
(2) conducted SAM via TAM contracts; (3) insufficient risk disclosure and contracts management;
(4) lack of robust seals management system; (5) inaccurate information disclosure and failure to make
an announcement about the secondary tranche of investment in ALI No. 3 SAM scheme
(P ¥ 35% HUEE#]) by DFH Ming Rui No. 1 CRITALMI#&158); (6) failure to file the TAM contracts on time;
(7) warehousing of stocks needed to be improved.

The rectification measures we have adopted to rectify the above-mentioned issues include: (1)
to examine and assess the investment objects of the asset management scheme according to the
regulatory requirements to prevent avoiding regulatory requirements by any means in line with the
principle of “substance over form”; (2) to further enhance our product design and innovation ability;
(3) to arrange supplemental signing of risk disclosure for unexpired products and streamline the
management processes for paper contracts and strengthen management of contracts and files; (4) to
streamline the management processes for seals and clarify and implement the accountability
mechanism for those in breach of the seals management system and implement accountability
measures; (5) to make supplementary announcements for any omitted event immediately and enhance
management of disclosure of product information; (6) to clarify filing processes and responsibilities for
TAM contracts; (7) to standardize the management processes for stock warehousing.

In September 2014, we submitted our rectification report to the CSRC Shanghai Bureau of
CSRC. As of the Latest Practicable Date, we had not received any objection to our rectification report
from the regulatory authority.

Regulatory Inspection by Institutional Department of the CSRC in December 2014

From December 22, 2014 to December 26, 2014, the institutional department of the CSRC
conducted an on-site inspection on the operating of such financing businesses as margin financing and
securities lending, collateralized stock repurchase, repurchase agreement transactions, OTC return
swaps trading with financing function and the preparation of stock option business during the period
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from January 1, 2014 to November 30, 2014, and identified the following main issues: (1) there was an
error in the total size of margin financing and securities lending from April to November in 2014
determined by the Board of Directors at the end of the period as included in the regulatory statement of
margin financing and securities lending business filed with the relevant regulatory authority; (2) we
had opened margin accounts for clients who have opened accounts with our Company for more than
half a year but had a trading history of less than six months; (3) failure of our risk monitoring and
management platform to monitor and limit the aggregate financing amounts by a single client through
margin financing and securities lending, collateralized stock repurchase and repurchase agreement
transactions from our Company; (4) failure of our OTC return swaps business with financing function
to make assessment of the appropriateness of our counterparties and to make comprehensive
investigation into the trading experience of our counterparties and their financial assets condition, and
failed to assess the risk tolerance of our clients.

The rectification measures we have adopted to rectify the above-mentioned issues include:
(1) setting specific limits for each business line for the avoidance of confusion; (2) organizing all
business departments to take training courses and reiterating examination of a client’s trading history in
determining whether he/she is qualified to open margin account and update the system; and prohibiting
opening credit accounts for clients who have a trading history of less than half a year; (3) conducting
research on the relevant restrictions standards and carrying out risk monitoring and limitation for the
scope of credit business; (4) conducting in-depth and comprehensive investigation into the
qualification of our counterparties in return swaps business.

There is no need to submit a written rectification report in respect of the above-mentioned
inspection.

Regulatory Inspection Conducted by the CSRC Jiangxi Bureau in September 2015

The CSRC Jiangxi Bureau conducted an on-site inspection of our Nanchang branch from
September 14, 2015 to September 16, 2015. On April 21, 2016, the CSRC Jiangxi Bureau, according to
the inspection results, issued a letter of supervision, and identified the following main issues: (1) the
information system was not complete, because part of historical instructions in the collective trading
system did not have Media Access Control (“MAC”) addresses; and (2) internal compliance
management and risk control of the branch were not sufficient, because: (a) practitioners carried out
securities trading in violation of applicable rules; (b) marketing staff accepted clients’ instructions to
carry out securities trading; and (¢) new staff’s mobile phones were not included in the monitoring by
the risk control system in a timely manner.

The rectification measures we have adopted to rectify the above-mentioned problems included:
(1) notify customers to download an updated client version on our official website to solve the
problems of incomplete transmission for instructions sources; (2) further improve our client system,
maintain complete records and retain customer information by adopting applicable technical
specifications of securities companies trading system and information system; (3) punished the person
in-charge, duty officer and risk control commissioner of the branch in accordance with our compliance
accountability system; (4) issued to all staff of the branch the “Notice on Strengthening the
Management of Employees’ Practice Behaviors” and promulgated the “Work Plan for the Compliance
Management of the Company’s Employees’ Practice Behaviors”, restating the management
requirements of the employees’ practice behaviors, especially, strengthening the management of staff
during their probation period; (5) revised the “Post Management and Work Standards for Risk Control
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Commissioner in Branches of DFZQ”, so as to incorporate content related to the management of
employee practice behaviors to their monthly self-inspection work and to identify, report and handle
problems in a timely manner; (6) organized all staff of the branch to carry out a comprehensive self-
inspection regarding the account declaration situations of serving staff; and (7) established monitoring
indicators indexing employee ID card numbers and phone numbers to maintain real-time monitoring.

On May 6, 2016, we submitted a rectification report to the CSRC Jiangxi Bureau. As of the
Latest Practicable Date, we have not received any objections from any regulatory authorities with
respect to our rectification report.

Our Directors confirm that, apart from the matters disclosed in the section headed “—Laws and
Regulation—Regulatory Non-compliances”, there are no other significant regulatory and inspection
issues or regulatory non-compliance during the Track Record Period and as of the Latest Practicable
Date.

Regulatory Non-compliance Relating to Our Associate

According to the information publicly disclosed by the CSRC on March 28, 2014, SU Jing, a
former employee of China Universal, utilized the non-public information acquired by taking advantage
of his position during his term of office to buy stocks of RMB700 million in total. On October 21,
2014, SU Jing was sentenced by Shanghai No.l Intermediate People’s Court for a fixed-term
imprisonment of two years and six months with a penalty of RMB37 million and an order to return his
illegal income.

The aforementioned illegal act of SU Jing is carried out by him personally, and SU Jing had
terminated the employment contract with China Universal on November 28, 2013. Such incident has
caused no material adverse effect on the business, financial condition or results of operations of China
Universal. As confirmed by the accountant firm engaged by China Universal in the assessment of the
internal control performed in 2015, China Universal had strictly complied with relevant regulations and
the internal policy of the Company in respect of the management of investment personnel and did not
identify any issues.

In addition, the CSRC Shanghai Bureau inspected the internal control of China Universal in
July 2014, and identified certain defects in the risk control measures of China Universal for the
information system during its inspection. As such, in February 2015, the CSRC Shanghai Bureau
imposed regulatory measures on China Universal to order China Universal to rectify such defects
within a period of three months, during which the applications of China Universal for the registration
of mutual fund products would be rejected. In this regard, China Universal adopted various
rectification measures including modifying the telephone system and updating computer monitoring
software, and passed the rectification acceptance check of the CSRC Shanghai Bureau in April 2015.
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Our Company is a joint-stock limited company listed on the Shanghai Stock Exchange. As of
the Latest Practicable Date, Shenergy Group held approximately 30.08% of the issued Shares.
Immediately following the completion of the Global Offering, Shenergy Group will hold
approximately 25.05% of the issued Shares (assuming the Over-allotment Option is not exercised).

For the purpose of application for listing of the A Shares, Shenergy Group has undertaken that
(1) unless otherwise in compliance with the applicable SSE Listing Rules, for a period of thirty-six
months from the date of listing of the A Shares on the Shanghai Stock Exchange, it will not transfer or
authorize any third party to manage any Shares held by it directly or indirectly or transfer such Shares
to the Company (the “Lock-up Period”); (ii) for each of two years immediately following the expiry of
the Lock-up Period, it will not dispose of more than 5% of the total Shares of the Company; and (iii)
during the period of two years immediately following the expiry of the Lock-up Period, it will not
dispose of the Shares at a price which is lower than the offer price of the A Shares, provided that such
offer price shall be adjusted under certain circumstances including payment of dividends, issue of
bonus shares or conversion of capital reserve to share capital by the Company.

Shenergy Group is wholly owned by Shanghai SASAC. It primarily engages in investment,
development and management in power and energy-based industries, investment in natural gas
resources and urban gas network, investment management in real estate and advanced technology
industries, industrial investment, as well as management and operation of its assets and domestic trade
(excluding specially regulated ones). Shenergy Group is not licensed to provide and does not provide
asset management, securities brokerage or futures brokerage service.
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INDEPENDENCE FROM SHENERGY GROUP

The Directors consider that our Group is capable of carrying on our business independently of
Shenergy Group and its associates for the reasons set out below.

Management Independence

Our Board consists of two executive Directors, eight non-executive Directors and six
independent non-executive Directors. Our senior management team comprises of six members. Our
Supervisory Committee comprises of seven members. The table below sets out the positions held by
our Directors, Supervisors and senior management team in Shenergy Group and its subsidiaries.

Position in Shenergy Group and/or its

Director/Supervisor/Senior Management Position in the Company subsidiaries
WU Jianxiong (R EHE) .. ... ..., Vice chairman, non-executive Deputy party secretary and general
Director manager of Shenergy Group

Chairman of Shenergy Co., Ltd.

ZHANG Qian (RF) ............. Non-executive Director Deputy general manager of
Shenergy Group

General manager of Shenergy
Group Finance Limited

WU Junhao (&%) ............. Non-executive Director Manager of finance management
department of Shenergy Group

Director of Shanghai ICY New
Energy Venture Capital Investment
Co., Ltd.

Supervisor of Shanghai ICY
Capital Co., Ltd.

SONG Xuefeng (REM) . ......... Chairman of the Supervisory Deputy general manager of
Committee Shenergy Group

Chairman of the supervisory
committee of Shenergy Co., Ltd.

Chairman of Shanghai ICY Capital
Co., Ltd.

Chairman of Shanghai ICY New
Energy Venture Capital Investment

Co., Ltd.

Executive director of Shanghai
ICY Capital Management Ltd.

Executive director of Chengdu ICY
Capital Management Ltd.
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Mr. Wu Jianxiong is our vice chairman and non-executive Director. Mr. Wu has served as
deputy party secretary and general manager of Shenergy Group since March 2008 and April 2008,
respectively; and chairman of Shenergy Co., Ltd. (a company listed on the Shanghai Stock Exchange
with stock code: 600642) since May 2011. Mr. Wu will continue to serve in such positions in Shenergy
Group and Shenergy Co., Ltd. immediately following the Listing. Mr. Wu, as a non-executive
Director, will not be involved in our day-to-day business operations after the Listing. Our Directors
believe that such arrangement will not affect the discharge of his duties and responsibilities to us, the
Shenergy Group and Shenergy Co., Ltd.

Mr. Zhang Qian is our non-executive Director. Mr. Zhang has served as deputy general
manager of Shenergy Group since September 2015, and general manager of Shenergy Group Finance
Limited since October 2009. Mr. Zhang will continue to serve in such positions in Shenergy Group and
Shenergy Group Finance Limited immediately following the Listing. Mr. Zhang, as a non-executive
Director, will not be involved in our day-to-day business operations after the Listing. Our Directors
believe that such arrangement will not affect the discharge of his duties and responsibilities to us,
Shenergy Group and Shenergy Group Finance Limited.

Mr. Wu Junhao is our non-executive Director. Mr. Wu has served as the manager of the finance
management department of Shenergy Group since April 2011, a director of Shanghai ICY New Energy
Venture Capital Co., Ltd. since October 2010, and a supervisor of Shanghai ICY Capital Co., Ltd.
since March 2010. Mr. Wu will continue to serve in such positions in Shenergy Group and its
subsidiaries immediately following the Listing. Mr. Wu, as a non-executive Director, will not be
involved in our day-to-day business operations after the Listing. Our Directors believe that such
arrangement will not affect the discharge of his duties and responsibilities to us and the Shenergy
Group.

Mr. Song Xuefeng is the chairman of our Supervisory Committee. Mr. Song has served as the
deputy general manager of Shenergy Group since August 2014; chairman of the supervisory committee
of Shenergy Co., Ltd. since May 2011; chairman of Shanghai ICY Capital Co., Ltd., Shanghai ICY
New Energy Venture Capital Investment Co., Ltd. since July 2013, and executive director of Shanghai
ICY Capital Management Ltd. since December 2012; and executive director of Chengdu ICY Capital
Management Ltd since December 2012. Mr. Song will continue to serve in such positions in Shenergy
Group and its subsidiaries immediately following the Listing. It is expected that Mr. Song will not be
involved in our day-to-day business operations as a Supervisor, and our Directors believe that such
arrangement will not affect the discharge of his duties and responsibilities to us, the Shenergy Group
and its subsidiaries.

Notwithstanding the overlapping roles of our Directors described above, all of our executive
Directors, five out of the eight non-executive Directors, namely Mr. Chen Bin, Mr. Li Xiang, Mr. Xu
Chao, Ms. Huang Laifang and Mr. Zhou Yao, all our independent non-executive Directors, six out of
seven Supervisors, namely Mr. Li Bin, Mr. Liu Wenbin, Mr. Yin Keding, Mr. Wu Zhengkui, Mr. Zhou
Wenwu and Mr. Yaoyuan, and other members of our senior management, namely Mr. Yang Yucheng,
Mr. Shu Hong, Mr. Zhang Jianhui, Mr. Du Weihua and Mr. Yangbin, do not hold any roles in
Shenergy Group, its subsidiaries or associates. On this basis, there are sufficient non-overlapping
Directors, Supervisors and members of senior management who are independent from Shenergy Group
and have relevant experience to ensure the proper functioning of our Board, Supervisory Committee
and our senior management.
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Our Directors are of the view that our Company will function independently from Shenergy
Group for the following reasons:

(i) 13 out of the 16 Directors are independent of Shenergy Group and decisions of the Board
require the approval of a majority vote from the Board. Therefore, the Board is not under
significant influence of Shenergy Group and can manage the operations of our Company
independently from Shenergy Group;

(i1) according to the Articles of Association, with respect to any matters of conflict or potential
conflict of interest which involve a transaction between our Company and another
company or entity to which a Director holds office, such Director shall abstain from voting
and shall be excluded from the quorum;

(iii)) we have appointed six independent non-executive Directors, comprising more than one-
third of the total members of our Board, to balance the number of potentially interested
and independent Directors with a view to promote the interests of our Company and the
Shareholders as a whole; and

(iv) each of our Directors is aware of his fiduciary duties and responsibilities under the Hong
Kong Listing Rules as a director, which require that he acts in the best interest of our
Company.

Based on the above, we believe that our Board is able to manage the Company independently
from Shenergy Group.

Operational Independence

We have established our own organizational structure, and each department is assigned to
specific areas of responsibilities. We have independent access to suppliers and clients and an
independent management team to handle our daily operations. We are also in possession of all relevant
licenses necessary to carry on and operate our business and we have sufficient operational capacity in
terms of capital and employees to operate independently.

Our Directors are of the view that there is no operational dependence by us on Shenergy Group
and our Group is able to operate independently from Shenergy Group after the Listing.

Financial Independence

Our Group has an independent financial system. We make financial decisions according to our
own business needs and Shenergy Group does not intervene with our use of funds. We have opened
basic accounts with banks independently and do not share any bank account with Shenergy Group. We
have made tax filings and paid tax independently of Shenergy Group pursuant to applicable laws and
regulations. We have established an independent finance department as well as implemented sound and
independent audit, accounting and financial management systems. We have adequate internal resources
and a strong credit profile to support our daily operation.

On June 6, 2013, Shenergy Group and our Company entered into a subordinated loan
agreement, pursuant to which a subordinated loan in the amount of RMB800 million was advanced by
Shenergy Group to our Company (the “Subordinated Loan”). The Subordinated Loan bears interest at
the rate of 6.3% per annum. The Company intends to repay the Subordinated Loan when it becomes
due on July 2, 2016.
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Pursuant to the Provisions on the Administration of Subordinated Loans Issued by Securities
Firms (CEZAAKERAE BRE)) promulgated by the CSRC, long-term subordinated loans may be
counted in the net capital of securities firms. The Subordinated Loan extended to us by Shenergy
Group have been used by us to supplement our working capital and net capital. We believe that early
repayment of the Subordinated Loan before Listing would be impracticable and not in the best interests
of our Company and its Shareholders. If the Company were to terminate the Subordinated Loan
prematurely, it would give rise to early termination liabilities and Shenergy Group could request the
Company to pay penalties. In addition, if the Company were to refinance the existing Subordinated
Loan with other financing facilities, the Company would incur additional costs, such as legal fees and
commissions.

Our Directors are of the view that the Subordinated Loan would not affect our financial
independence from Shenergy Group as our Group is able to obtain credit facilities from commercial
banks and other independent financial institutions on market terms and conditions without any
assistance, guarantee or security from Shenergy Group. The Company held excellent credit status and
maintained long-term relationship with major domestic banks. During the Track Record Period, our
Group issued five tranches of subordinated bonds in the total amount of RMB12.4 billion to qualified
institutional investors, short-term financing bills in the total amount of RMB41.8 billion to qualified
investors, securities firm short-term corporate bonds in the total amount of RMB3.0 billion to qualified
investors, securities firm bonds in a total amount of RMB6.0 billion to qualified investors, and
corporate bonds in a total amount of RMB12.0 billion to qualified institutional investors. In addition,
during the Track Record Period, our Group issued RMB-denominated bonds in the total amount of
approximately RMB2.5 billion and USD-denominated bonds in the approximate total amount of
US$350 million to qualified investors offshore. For the four months ended April 30, 2016, our Group
issued short-term financing bills in the total amount of RMBS.6 billion to qualified investors. All such
subordinated loans or bonds were issued by our Group independently without any assistance, guarantee
or security from Shenergy Group.

Please see the section headed “Connected Transactions” of this prospectus for further details.

Save as disclosed above, as of the Latest Practicable Date, there was no outstanding loan
extended by Shenergy Group or its associates to us and there is no guarantee provided for our benefit
by Shenergy Group or any of its associates. The Subordinated Loan will be repaid on its maturity date
shortly after listing. As demonstrated above, our Group is able to obtain sufficient financing
independently. After Listing, we believe that our Company will remain capable of obtaining financing
from external sources for our business operations upon market terms and conditions without reliance
on Shenergy Group and will remain financially independent from Shenergy Group.

COMPETITION

As of the Latest Practicable Date, Shenergy Group together with its subsidiary, Shenergy Co.,
Ltd., held less than 5% of the shares of Haitong Securities Co., Ltd. (a company listed on the Hong
Kong Stock Exchange with stock code: 06837 and Shanghai Stock Exchange with stock code: 600837)
(“Haitong Securities”). As Shenergy Group is not a substantial shareholder of Haitong Securities,
Shenergy Group’s interest in Haitong Securities does not constitute an interest in competing business
which is required to be disclosed under Rule 8.10 of the Listing Rules. Neither Shenergy Group nor
any of our Directors is interested in any business, other than our Group, which, competes or is likely to
compete, either directly or indirectly, with our Group’s business and which requires disclosure
pursuant to Rule 8.10 of the Listing Rules.
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In order to avoid any potential competition between Shenergy Group and us, Shenergy Group
has provided a non-competition undertaking in favor of our Company on February 8, 2014
(the “Non-competition Undertaking”). In the Non-competition Undertaking, Shenergy Group
confirmed that as of the date of undertaking, neither itself nor any of its directly or indirectly controlled
companies or entities engaged in any business or operation which was in substantive competition with
the business of our Group. Shenergy Group has undertaken that:

(1) it will take effective measures to procure that itself and any of its directly or indirectly
controlled companies or entities will not engage, in any manner, in any business or
operation which competes or may compete with the business of our Group;

(i) it will not prejudice the interests of our Group or other shareholders of the Company by
taking advantage of its position as the largest shareholder of the Company; and

(i) if it fails to comply with the above non-competition undertaking, it will cease to receive
dividends from the Company and it will not transfer any Shares of the Company until it
has taken measures to comply with the undertaking and such measures have been
completed. If the Company or other investors suffer loss as a result of Shenergy Group’s
failure to comply with the non-competition undertaking, Shenergy Group shall indemnify
the Company or other investors for such losses in accordance with the applicable law.

CORPORATE GOVERNANCE

Our Company will comply with the provisions of the Corporate Governance Code and
Corporate Governance Report set out in Appendix 14 to the Hong Kong Listing Rules, which set out
principles of good corporate governance in relation to, among other matters, directors, chairman and
chief executive officer, board composition, the appointment, re-election and removal of directors, their
responsibilities and remuneration and communications with shareholders.

Our Directors recognize the importance of good corporate governance to protect the interests of
our Shareholders. We would adopt the following corporate governance measures to manage potential
conflict of interests between our Group and Shenergy Group:

(i) the Company has established internal control mechanisms to identify connected
transactions. Upon Listing, if the Company enters into connected transactions with
Shenergy Group or its associates, the Company will comply with the applicable Hong
Kong Listing Rules;

(ii)) where a Shareholders meeting is to be held for considering proposed transactions in which
Shenergy Group or its associates has any material interest, Shenergy Group shall not vote
on the resolutions and shall not be counted in the quorum for the voting;

(iii)) our Board will consist of a balanced composition of executive and non-executive
Directors, including not less than one-third of independent non-executive Directors to
ensure that our Board is able to effectively exercise independent judgment in its
decision-making process and provide independent advice to our Shareholders. Our
independent non-executive Directors, details of whom are set out in the section headed
“Directors, Supervisors and Senior Management,” individually and together possess the
requisite knowledge and experience to perform their roles. They will review whether there
is any conflict of interests between our Group and Shenergy Group and provide impartial
and professional advice to protect the interest of our minority Shareholders;

238



RELATIONSHIP WITH SHENERGY GROUP

(iv) where the advice from an independent professional, such as that from a financial advisor,
is reasonably requested by our Directors (including the independent non-executive
Directors), the appointment of such an independent professional will be made at the
Company’s expenses; and

(v) we have appointed Anglo Chinese Corporate Finance, Limited as our compliance advisor,
which will provide advice and guidance to us in respect of compliance with the applicable
laws and the Listing Rules including various requirements relating to corporate
governance.

Based on the above, our Directors are satisfied that sufficient corporate governance measures

have been put in place to manage conflicts of interest between our Group and Shenergy Group, and to
protect minority shareholders’ rights after the Listing.
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OVERVIEW

Our Group has entered into a number of transactions with individuals and entities that will
become our connected persons (as defined under Chapter 14A of the Hong Kong Listing Rules) upon
Listing, and such transactions will constitute exempt continuing connected transactions under the Hong
Kong Listing Rules upon Listing.

Further, as our A Shares are listed on the Shanghai Stock Exchange, we will continue to be
subject to and regulated by the SSE Listing Rules and other applicable laws and regulations in the PRC
as long as our A shares remain listed. However, the requirements of the Hong Kong Listing Rules in
relation to connected transactions differ from those of the SSE Listing Rules. In particular, the
definition of connected person (especially the definition of associate) pursuant to the Hong Kong
Listing Rules is different from the definition of related party pursuant to the SSE Listing Rules.
Therefore, a connected transaction pursuant to the Hong Kong Listing Rules may not constitute a
related party transaction pursuant to the SSE Listing Rules, and vice versa.

EXEMPT CONTINUING CONNECTED TRANSACTIONS
(1) Subordinated Loan

On June 6, 2013, Shenergy Group and our Company entered into a subordinated loan
agreement, pursuant to which a subordinated loan in the amount of RMB800 million was lent by
Shenergy Group to our Company (the “Subordinated Loan”). The Subordinated Loan is repayable
within three years from the date of drawdown and bears interest at the rate of 6.3% per annum. The
proceeds of the Subordinated Loan were used by us to supplement our working capital and net capital.

Immediately following the completion of the Global Offering, Shenergy Group will be
interested in approximately 25.05% of our enlarged share capital assuming the Over-allotment Option
is not exercised (or approximately 24.42% assuming the Over-allotment Option is fully exercised).
Hence, Shenergy Group is our connected person and the Subordinated Loan will constitute a connected
transaction for us under Chapter 14A of the Hong Kong Listing Rules. The Directors are of the view
that the Subordinated Loan provided by Shenergy Group to us was on normal commercial terms where
no security over our Company’s assets was granted in respect of such Subordinated Loan, and as such,
the transaction will be exempted from the reporting, annual review, announcement and independent
shareholders’ approval requirements under Chapter 14A of the Hong Kong Listing Rules pursuant to
Rule 14A.90 of the Hong Kong Listing Rules.

Please see the section headed “Relationship with Shenergy Group—Independence from
Shenergy Group—Financial Independence” of this prospectus.

(2) Provision of securities brokerage and wealth management services to our Directors,
Supervisors and their respective associates

In our ordinary course of business, we provide securities brokerage and wealth management
services to our Directors, Supervisors and their respective associates (who are our connected persons)
in accordance with the applicable laws and regulations. The terms and conditions of the securities
brokerage and wealth management services (including but not limited to the commission, management
fee and other fees charged by us) which we offered to such connected persons are on normal
commercial terms comparable to those offered to Independent Third Parties. It is expected that we will
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continue to provide securities brokerage and wealth management services to such connected persons
after the Listing, which will constitute continuing connected transactions for us under Chapter 14A of
the Hong Kong Listing Rules.

Given that the applicable percentage ratios in respect of the securities brokerage and wealth
management services calculated for the purpose of Chapter 14A of the Hong Kong Listing Rules will,
as our Directors currently expect, be less than 0.1% on an annual basis, the provision of securities
brokerage and wealth management services by us to our Directors, Supervisors and their respective
associates are de minimis transactions and thus will be fully exempted from the reporting, annual
review, announcement and independent shareholders’ approval requirements under Chapter 14A of the
Hong Kong Listing Rules.

(3) Provision of securities brokerage, asset management and securities underwriting services to
Shenergy Group and its associates

In our ordinary course of business, we provide securities brokerage, asset management and
securities underwriting services to Shenergy Group and its associates (who are our connected persons)
in accordance with the applicable laws and regulations. The terms and conditions of the securities
brokerage, asset management and securities underwriting services (including but not limited to the
commission, management fee, underwriting fee and other fees charged by us) which we offered to
Shenergy Group and its associates are on normal commercial terms comparable to those offered to
Independent Third Parties. It is expected that we will continue to provide securities brokerage, asset
management and securities underwriting services to Shenergy Group and its associates after the
Listing.

As Shenergy Group and its associates are connected persons of the Company, the provision of
securities brokerage, asset management and securities underwriting services by us to Shenergy Group
and its associates will constitute continuing connected transactions for us under Chapter 14A of the
Hong Kong Listing Rules.

Given that the applicable percentage ratios in respect of the securities brokerage, asset
management and securities underwriting services calculated for the purpose of Chapter 14A of the
Hong Kong Listing Rules will, as our Directors currently expect, be less than 0.1% on an annual basis,
the provision of the securities brokerage, asset management and securities underwriting services by us
to Shenergy Group and its associates are de minimis transactions and thus will be fully exempted from
the reporting, annual review, announcement and independent shareholders’ approval requirements
under Chapter 14A of the Hong Kong Listing Rules.
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OVERVIEW

Our Board currently consists of 15 Directors, and there is another independent non-executive
Director elected at the Shareholders’ meeting, whose term will commence from the Listing Date. Of
the abovementioned 16 Directors, two of them are executive Directors and eight of them are non-
executive Directors. The rest are independent non-executive Directors. The Directors are elected at the
Shareholders’ meetings. Directors serve for a term of three years and shall be subject to re-election
upon retirement. Independent non-executive Directors shall not hold office for more than six
consecutive years.

The Supervisory Committee currently consists of seven Supervisors, including the chairman of
the Supervisory Committee. The Supervisors include three employee Supervisors and four shareholder
Supervisors. The shareholder Supervisors and the employee Supervisors are elected at the
Shareholders’ meetings and the staff representative assembly, respectively, for a term of three years
and shall be subject to re-election upon retirement.

The following tables set forth information regarding our Directors, Supervisors and senior
management. All of the Directors, Supervisors and senior management have met the qualification
requirements under the relevant PRC laws and regulations and the Hong Kong Listing Rules for their
respective positions.

Directors, Supervisors and Senior Management

The following table shows the key information of our Directors:

Date of
appointment for
the current

Date of joining tenure as Position for the current
Name Age  the Group Director tenure Responsibility
Mr. PAN Xinjun (%) 55 January 2003 October 2014 Chairman of the Board Overseeing the affairs of the Board and
and executive Director supervising the implementation of

resolutions of the Board; overseeing the
Board’s office, the human resources
management department and the strategic
development department

Chairman of the
Compliance and Risk
Management Committee

Mr. JIN Wenzhong 51 December 1997  October 2014  Executive Director and Overseeing the daily management of the
(&30 president Company; assisting in overseeing the

human resources management;
overseeing the securities investment
business department, the fixed income
business department, the wealth
management business department, the
financial derivatives business department
and the equity investment and trading
business department

Mr. WU Jianxiong(% #2) 50 October 2014 October 2014 Vice Chairman of the Assisting the chairman in overseeing the
Board and non-executive  affairs of the Board and supervising the
Director implementation of resolutions of the

Board; participating in decision-making
in respect of major matters, such as
operation strategies etc.

Mr. ZHANG Qian (3RF) 42 June 2002 October 2014 Non-executive Director ~ Participating in decision-making in
respect of major matters, such as
operation strategies etc.

Mr. WU Junhao (512 5%) 51 March 2011 October 2014 Non-executive Director ~ Participating in decision-making in
respect of major matters, such as
operation strategies etc.

Mr. CHEN Bin (Bi) 35  October 2014 October 2014  Non-executive Director ~ Participating in decision-making in
respect of major matters, such as
operation strategies etc.

Chairman of the Strategy
Development Committee
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Date of

appointment for

the current

Date of joining tenure as Position for the current
Name Age  the Group Director tenure Responsibility

Mr. LI Xiang () 44 October 2014 October 2014  Non-executive Director ~ Participating in decision-making in
respect of major matters, such as
operation strategies etc.

Mr. XU Chao (%) 60 March 2011 October 2014 Non-executive Director  Participating in decision-making in
respect of major matters, such as
operation strategies etc.

Ms. HUANG Laifang 46 May 2016 May 2016 Non-executive Director ~ Participating in decision-making in

(FATF)O respect of major matters, such as
operation strategies etc.

Mr. ZHOU Yao (Jf1%%) 48 May 2005 October 2014 Non-executive Director ~ Participating in decision-making in
respect of major matters, such as
operation strategies etc.

Mr. LI Zhigiang (%7 18) 48 March 2011 October 2014  Independent non- Participating in decision-making in

executive Director respect of such material events as

. operation strategies, expressing

Chairman 9f the independent opinions on material events

Remllmer‘atlon and . involving the interests of minority

Nomination Committee shareholders

Mr. XU Guoxiang (RE#f) 56 August 2014 October 2014 Independent non- Participating in decision-making in

executive Director respect of major matters, such as
operation strategies, expressing
independent opinions on major matters
involving the interests of minority
shareholders

Mr. TAO Xiuming (81&¥)) 51  October 2014 October 2014 Independent non- Participating in decision-making in

executive Director respect of major matters, such as
operation strategies, expressing
independent opinions on major matters
involving the interests of minority
shareholders

Mr. WEI Anning (#%%) 53 October 2014 October 2014 Independent non- Participating in decision-making in

executive Director respect of major matters, such as
operation strategies, expressing
independent opinions on major matters
involving the interests of minority
shareholders

Mr. PAN Fei (iffi 7€) 59 May 2015 June 2015 Independent non- Participating in decision-making in

executive Director respect of major matters, such as
. . operation strategies, expressing
Chalman of Audit independent opinions on major matters
Committee involving the interests of minority
shareholders
Mr. XU Zhiming (FF&¥)@ 54  September 2015  September Independent non- Participating in decision-making in
2015 executive Director respect of major matters, such as

Notes:

operation strategies, expressing
independent opinions on major matters
involving the interests of minority
shareholders

(1) The appointment is pending the approval of the CSRC on director’s qualification as of the Latest Practicable Date.
(2) The appointment of Mr. Xu Zhiming will take effect from the Listing Date.
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The following table shows the key information of our Supervisors:

Name

Date of joining

Age  the Group

Date of
appointment for
the current
tenure as
Supervisor

Position for the current

tenure

Responsibility

Mr. SONG Xuefeng
(REH)

Mr. LI Bin
(&H)

Mr. LIU Wenbin

)

Mr. YIN Keding
(FILE)

Mr. WU Zhengkui
(RIEZE)

Mr. ZHOU Wenwu
(R

Mr. YAO Yuan (#7)

46 August 2013

57 March 2014

41 March 2011

52 October 2014

41 February 2012

54  November 2000

42  March 1998

October 2014

November 2014

October 2014

October 2014

October 2014

August 2015

October 2014

Chairman of the
Supervisory Committee

Vice chairman of the
Supervisory Committee

and employee Supervisor

Supervisor

Supervisor

Supervisor

Employee Supervisor

Employee Supervisor

Overseeing the affairs of the Supervisory
Committee and supervising operation and
financial activities of our Group as well as
the performance of Directors and senior
management

Assisting the chairman of the Supervisory
Committee in overseeing the affairs of the
Supervisory Committee; supervising
operation and financial activities of our
Group on behalf of employees as well as
the performance of Directors and senior
management

Supervising operation and financial
activities of our Group as well as the
performance of Directors and senior
management

Supervising operation and financial
activities of our Group as well as the
performance of Directors and senior
management

Supervising operation and financial
activities of our Group as well as the
performance of directors and senior
management

Supervising operation and financial
activities of our Group on behalf of
employees as well as the performance of
Directors and senior management

Supervising the operation and financial
activities of our Group on behalf of
employees as well as the performance of
Directors and senior management

The following table shows the key information of our senior management:

Name

Date of joining
Age the Company

Date of
appointment for
the current
tenure

Position for
the current tenure

Responsibility

Mr. JIN Wenzhong
(38

Mr. YANG Yucheng
(HBERL)

51 December 1997

50 May 2004

October 2014

October 2014

Executive Director and
President

Vice president and
secretary to the Board
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Overseeing the daily management of the
Company; assisting in overseeing the
human resources management; overseeing
the securities investment business
department, the fixed income business
department, the wealth management
business department, the financial
derivatives business department and the
equity investment and trading business
department

Overseeing the securities finance business
department, securities research institute and
the general office of overseas business
department
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Date of
appointment for
Date of joining the current Position for
Name Age the Company tenure the current tenure Responsibility
Mr. SHU Hong 49 November April 2014 Vice president Overseeing the operation management
(GES) 1998 department, system research and

development department, system operation
department, OTC business department and
custody business department

Mr. ZHANG Jianhui 47 March 1998 July 2015 (vice Vice president and chief ~ Overseeing the Beijing office, the finance

(SR president) financial officer planning management department and fund
May 2014 management department
(chief financial
officer)
Mr. DU Weihua 51 June 1998 August 2015 Vice president Overseeing the office and the
(RLH2E) administrative management department
Mr. YANG Bin 43 May 2015 June 2015 (chief  Chief risk officer and Overseeing the auditing department, risk
(P) risk officer) chief compliance officer = management department and compliance
July 2015 and legal department
(chief compliance
officer)

Mr. Pan Xinjun, the chairman of the Board, is responsible for our overall business strategy and
major business decisions. Mr. Jin Wenzhong, an executive Director and our president, is responsible
for our general management and day-to-day operation. Our non-executive Directors, including our
independent non-executive Directors, perform their duties through the Board and do not participate in
the day-to-day management of our business operations. The members of our senior management are
responsible for the day-to-day management of our business operations.

DIRECTORS
Executive Directors

Mr. Pan Xinjun, aged 55, is an executive Director and chairman of the Board. Mr. Pan joined
the Company in January 2003 and was appointed as the chairman of the Board and the party committee
secretary in January 2010. Mr. Pan has been serving as the chairman of the board at Citi Orient since
June 2012 and a director of Orient Securities Asset Management since July 2010.

Mr. Pan served as the acting branch secretary and also branch secretary of Yuyuan Road
corporate sub-office of Changning district office of Industrial and Commercial Bank of China,
Shanghai branch from June 1984 to January 1986, and served as liaison of the party rectification office,
the party branch secretary of Yuyuan Road corporate sub-office of Changning district office and a
senior staff member of the organization division of the Industrial and Commercial Bank of China,
Shanghai branch from March 1985 to October 1988. From November 1988 to January 2003, Mr. Pan
held the positions of chairman of the labor union, vice-president and president of the branch, and party
committee secretary in Industrial and Commercial Bank of China, Shanghai branch, Changning district
office. In addition, Mr. Pan served as the president of the Company from January 2003 to September
2010, the chairman of China Universal Asset Management Company Limited from June 2012 to April
2015, a director of Orient Finance Hong Kong from November 2014 to August 2015, the chairman and
a director of Orient Securities Capital Investment from March 2013 to August 2015.

Mr. Pan graduated from Macau University of Science and Technology with a master’s degree
in business administration in January 2003, and obtained the qualification of senior economist in
September 1997.
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Mr. Jin Wenzhong, aged 51, is an executive Director and our president. Mr. Jin joined the
Company in December 1997 and was appointed as a Director, our president and the deputy party
committee secretary in September 2010. Mr. Jin has been serving as a director and the chairman of the
board of Orient Securities Capital Investment since March 2013, the chairman of the board of Orient
Securities Futures since December 2014, a director of Orient Securities Innovation Investment since
November 2012, a director of Orient Securities Asset Management since July 2010, and a director of
Citi Orient since June 2012.

Mr. Jin served as the deputy manager of the distribution department, the deputy director of the
research institute and the assistant to the president of Wanguo Securities from January 1992 to
September 1995. He also served as a member of the party committee and the deputy general manager
of the Company from December 1997 to September 2010. Mr. Jin also served as a director of the board
of Orient Finance Hong Kong from February 2010 to November 2014.

Mr. Jin graduated from Shanghai University of Finance and Economics with a master’s degree
in economics in January 1988 and a bachelor’s degree in economics in July 1985, and obtained the
qualification of economist in October 1992.

Non-executive Directors

Mr. Wu Jianxiong, aged 50, is a non-executive Director and our vice chairman of the Board.
Mr. Wu joined the Company and was appointed as a Director in October 2014 and as vice chairman of
the Board in December 2014. Mr. Wu has been serving as the deputy party secretary of Shenergy
Group since March 2008, the general manager of Shenergy Group since April 2008, and the chairman
of the board of Shenergy Co., Ltd. (A share stock code on the Shanghai Stock Exchange: 600642)
(“Shenergy Ltd”) since May 2011.

Mr. Wu served as an assistant engineer and an engineer in the engineering department of
Shenergy Electric Power Company from March 1989 to September 1993, an assistant to the manager
of the planning department of Shenergy Ltd from September 1993 to January 1994, and an assistant to
the general manager, deputy general manager, director and general manager of Shanghai Shenergy
Real Estate Co., Ltd. from January 1994 to June 1999. He also served as an assistant to the general
manager, deputy general manager and director of Shenergy Ltd from June 1999 to June 2005, the
executive vice president and chairman of the board of Shanghai LNG Co., Ltd. from December 2004 to
April 2010, the chairman of the board of Shanghai Gas (Group) Co., Ltd. from May 2008 to June 2011,
as well as an assistant to the general manager and the deputy general manager of Shenergy Group from
December 2003 to April 2008.

Mr. Wu graduated from Shanghai Polytechnic University with a master’s degree in engineering
in April 1989 and a bachelor’s degree in engineering in June 1986, and obtained the qualifications of
senior engineer and professorate senior engineer in February 2000 and December 2014, respectively.

Mr. Zhang Qian, aged 42, is a non-executive Director. Mr. Zhang joined the Company and
was appointed as a Director in June 2002. Mr. Zhang has been serving as the deputy general manager
of Shenergy Group since September 2015, and the general manager of Shenergy Group Finance Co.,
Ltd. since October 2009.
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Mr. Zhang joined Shenergy Group in July 1996, serving as the deputy director and the director
of the comprehensive management department of Shenergy Group from January 2001 to October 2004,
a director of Guotai Junan Investment Management Co., Ltd. from August 2003 to October 2007, a
director of China Pacific Life Insurance Co., Ltd. from June 2006 to December 2007, the deputy
manager and the manager of the financial asset department of Shanghai Shenergy Asset Management
Co., Ltd. from January 2004 to December 2005, and the deputy general manager of Shenergy Group
Finance Co., Ltd. from February 2007 to July 2009.

Mr. Zhang obtained a master’s degree in business administration from Webster University in
the cooperative MBA cultivation project of Shanghai University of Finance and Economics and
Webster University in October 2000, and a bachelor’s degree in economics from Shanghai
International Studies University in July 1996.

Mr. Wu Junhao, aged 51, is a non-executive Director. Mr. Wu joined the Company and was
appointed as a Director in March 2011. Mr. Wu has been serving as the manager of the financial
management department of Shenergy Group since April 2011, a director of China Pacific Insurance
(Group) Co., Ltd. (A share stock code on the Shanghai Stock Exchange: 601601, H share stock code
on the Hong Kong Stock Exchange: 02601) since July 2012, and a director of China Pacific Life
Insurance Co., Ltd. since July 2012. Mr. Wu has also been serving as a director of China Pacific
Property Insurance Co., Ltd. since July 2012, a director of Shanghai Jiulian Group Co., Ltd. since April
2012, and a director of Shanghai ICY New Energy Venture Capital Co., Ltd. since October 2010. In
addition, he has been serving as a director of Chengdu Xinshen Venture Capital Co., Ltd. since July
2011, a supervisor of China Everbright Bank Company Limited (A share stock code on the Shanghai
Stock Exchange: 601818, H share stock code on the Hong Kong Stock Exchange: 06818) since
November 2009, and a supervisor of Shanghai ICY Capital Co., Ltd. since March 2010.

Mr. Wu served as the deputy director of Shanghai Shenergy Asset Management Co., Ltd. from
September 2003 to January 2006. Mr. Wu also held several positions in Shenergy Group from
February 2006 to April 2011, including the deputy director, director and senior manager of the asset
management department, and the vice president (acting head) of the financial management department.

Mr. Wu graduated from East China Normal University with a master’s degree in management
in July 2000 and a bachelor’s degree in economics in July 1986.

Mr. Chen Bin, aged 35, is a non-executive Director. Mr. Chen joined the Company and was
appointed as a Director in October 2014. Mr. Chen has been serving as an assistant to the chief of the
investment section of Shanghai Tobacco Group Co., Ltd. since May 2014, an assistant to the general
manager of Shanghai Haiyan Investment Management Company Limited since May 2014, and a
director of Haitong Securities Co., Ltd. (A share stock code on the Shanghai Stock Exchange: 600837,
H share stock code on the Hong Kong Stock Exchange: 06837) (“Haitong Securities”) since December
2014.

Mr. Chen served as an administrator, assistant to the chief, and chief of the project management
division of the investment section of Shanghai Tobacco (Group) Company (now renamed as Shanghai
Tobacco Group Co., Ltd.) from July 2003 to May 2014.

Mr. Chen graduated from Fudan University with a master’s degree in economics in June 2011
and a bachelor’s degree in science in July 2003.
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Mr. Li Xiang, aged 44, is a non-executive Director. Mr. Li joined the Company and was
appointed as a Director in October 2014. Mr. Li has also been serving as the director of the operation
management office of Shanghai United Media Group since October 2013, and an executive director of
Shanghai Wenxin Economic Development Co., Ltd. since April 2010. In addition, Mr. Li has been
serving as a director of Shanghai Call Center Co., Ltd. since July 2009, and a director of Shanghai
Wenhui Xinmin Industrial Co., Ltd. since November 2010. Further, he has also been serving as a
director of Shanghai Xinhua Publishing Group Limited since May 2014, a director of JieMian
(Shanghai) Internet Technology Co., Ltd. since September 2014, a director of Shanghai Shangbao
Asset Management Co., Ltd. since September 2015, a director of Shanghai Oriental Pearl Real Estate
Co., Ltd. since July 2015, a director of China Universal Asset Management Co., Ltd. since April 2015,
and a director of Shanghai Morning Post Culture Media Co., Ltd. since January 2016.

Mr. Li served as deputy director of the economy department of Shanghai Wen Hui Daily from
February 2002 to January 2004, chief journalist from June 2006 to May 2008, and the deputy director
and director of the economic management department of Wenhui—Xinmin United Press Group from
January 2008 to October 2013.

Mr. Li graduated from Fudan University with a bachelor’s degree in arts in July 1995.

Mr. Xu Chao, aged 60, is a non-executive Director. Mr. Xu joined the Company and was
appointed as a Director in March 2011. Mr. Xu has also been serving as an executive director and
general manager of Shanghai Electric Group Hongkong Company Limited since May 2015, the deputy
chief economist of Shanghai Electric (Group) Corporation since December 2013, and a director of
Haitong Securities since May 2011.

Mr. Xu served as the vice secretary and secretary of CPC party branch, deputy director of the
factory director’s office, chief of the finance section and deputy chief accountant of Shanghai Turbine
Works from May 1986 to February 1999. He served as the chief accountant, chief of the finance
department, chief financial officer and vice president of Shanghai Turbine Co., Ltd. from February
1999 to August 2011. Mr. Xu also served as an assistant to the president, chief financial officer and
vice president of Shanghai Electric Capital Management Co., Ltd. from October 2006 to December
2013. Mr. Xu was the director of the financial budget department of Shanghai Electric (Group)
Corporation from October 2010 to August 2011, the director of the investment management
department of Shanghai Electric (Group) Corporation from December 2013 to March 2015, the
executive director, general manager and deputy party committee secretary of Shanghai Electrical
Industrial Investment Co., Ltd. from August 2009 to March 2015, the chairman of the supervisory
committee of Shanghai Automation Instrument Co., Ltd. (now known as Shanghai Lingang Holdings
Corporation Limited, A share stock code on the Shanghai Stock Exchange: 600848) from June 2011 to
June 2014, the chairman of the supervisory committee of Shanghai Prime Machinery Company
Limited (H share stock code on the Hong Kong Stock Exchange: 02345) from May 2010 to December
2012, executive director and vice chairman of the board from December 2012 to June 2013, and the
vice chairman of the board of Shanghai Highly (Group) Co., Ltd. (A share stock code on the Shanghai
Stock Exchange: 600619) from June 2011 to June 2016.

Mr. Xu graduated from China Europe International Business School with a master’s degree in

business administration in April 2000, and obtained the qualification of senior economist in December
2009.
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Ms. Huang Laifang, aged 46, is a non-executive Director of the Company. Ms. Huang joined
the Company in May 2016 and was appointed as a Director. Ms. Huang has been serving as vice-
general manager of the Shanghai branch of China Post Group since February 2016.

Ms. Huang served as the chief of the accounting section of Baoshan District Post Bureau of
Shanghai Post (Bureau) Company from July 2006 to January 2009, the deputy director of Baoshan
District Post Bureau of Shanghai Post Company from January 2009 to November 2010, the director
and the party committee secretary of Baoshan District Post Bureau of Shanghai Post Company from
November 2010 to April 2013, manager of sales department of Shanghai Post Company from April
2013 to July 2014, general manager of marketing department of Shanghai Post Company from July
2014 to May 2015 and general manager of marketing department of Shanghai branch of China Post
Group from May 2015 to February 2016.

Ms. Huang graduated from College of Network Education of Southwest University of Science
and Technology with a bachelor’s degree in accounting in June 2012, obtained a master’s degree in
business administration from Arizona State University in July 2013 and obtained qualification of
economist in November 1998.

Mr. Zhou Yao, aged 48, is a non-executive Director. Mr. Zhou joined the Company in May
2005 and was appointed as a Director in March 2011. Mr. Zhou has also been serving as the general
manager of the project management center of Shanghai Jingiao (Group) Co., Ltd. since August 2014, a
director of Shanghai Jinqgiao Export Processing Zone Real Estate Development Co., Ltd. since April
2005, as well as a director of Shanghai Huademeiju Supermarket Co., Ltd. since September 2007.

Mr. Zhou served as the deputy director of the environmental protection department of the
Environmental Protection, City Appearance and Sanitation of Pudong New Area of Shanghai City
from October 2003 to March 2005, an assistant to the general manager of Shanghai Jingiao Export
Processing Zone Development Co., Ltd. (A share stock code on the Shanghai Stock Exchange: 600639,
B share stock code on the Shanghai Stock Exchange: 900911) from March 2005 to June 2007, and the
vice general manager from October 2007 to August 2014, and a Supervisor of the Company from May
2005 to March 2011.

Mr. Zhou obtained a master’s degree in management from Tongji University in June 1999, a
master’s degree in business administration from China Europe International Business School in
September 2012, and a bachelor’s degree in engineering from Shanghai Polytechnic University in June
1990.

Independent non-executive Directors

Mr. Li Zhiqiang, aged 48, is an independent non-executive Director. Mr. Li joined the
Company and was appointed as an independent Director in March 2011. Mr. Li has been a founding
partner of Jin Mao Kai De Partners since June 2008, an independent director of Shanghai M&G
Stationery Inc. (A share stock code on the Shanghai Stock Exchange: 603899) since June 2011, an
independent director of China Haisum Engineering Co., Ltd. (A share stock code on the Shenzhen
Stock Exchange: 002116) since May 2011, and an independent director of Shanghai Waigaoqiao Free
Trade Zone Development Co., Ltd. (A share stock code on the Shanghai Stock Exchange: 600648,
B share stock code on the Shanghai Stock Exchange: 900912) since May 2014.
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Mr. Li served as the senior partner of Jin Mao Partners from July 1990 to July 2008 and an
independent director of Shanghai Jin Jiang International Hotels Development Company Limited
(A share stock code on the Shanghai Stock Exchange: 600754, B share stock code on the Shanghai
Stock Exchange: 900934) from May 2009 to September 2015.

Mr. Li graduated from Fudan University with a master’s degree in law in July 1996, and he
obtained his bachelor’s degree in law from East China University of Political Science and Law in July
1990. He was qualified as a PRC lawyer in December 1990.

Mr. Xu Guoxiang, aged 56, is an independent non-executive Director. Mr. Xu joined the
Company in August 2014 and was appointed as an independent Director in October 2014. Mr. Xu has
been a director of the research center for applied statistics of Shanghai University of Finance and
Economics since June 2003, an independent director of Baoding Tianwei Baobian Electric Co., Ltd. (A
share stock code on the Shanghai Stock Exchange: 600550) since May 2002, an independent director
of China Enterprise Company Limited (A share stock code on the Shanghai Stock Exchange: 600675)
since June 2003, a supervisor of Dazhong Transportation (Group) Co., Ltd. (A share stock code on the
Shanghai Stock Exchange: 600611) since May 2000, the chairman of the supervisory committee of
Shanghai Xintonglian Packaging Co., Ltd. (A share stock code on the Shanghai Stock Exchange:
603022) since November 2011, and an independent director of Luzhou Laojiao Co., Ltd. (A share
stock code on the Shenzhen Stock Exchange: 000568) since June 2015.

From January 1986 to May 2003, Mr. Xu held the positions of lecturer, associate professor,
professor and the department head of the department of statistics of Shanghai University of Finance
and Economics.

Mr. Xu graduated from Xiamen University with a doctorate in economics in June 1999. He
obtained his master’s and bachelor’s degrees in economics from Shanghai University of Finance and
Economics in March 1986 and January 1983, respectively.

Mr. Tao Xiuming, aged 51, is an independent non-executive Director. Mr. Tao joined the
Company and was appointed as an independent Director in October 2014. Mr. Tao has been a founding
partner and the management committee director of JunZeJun Law Offices since July 1995, a director of
Gao Lin Capital Management Co., Ltd. since April 2014, an executive director of Beijing Houjian
Investment Co., Ltd. since March 2014, and an independent director of Taikang Asset Management
Co., Ltd. since November 2014.

Mr. Tao served in the China Law Counsel Center from July 1989 to April 1992 and served in
the Institute of International Law of Chinese Academy of Social Sciences from April 1992 to
December 1994. He also served as an independent director of NQ Mobile Inc, a company listed on the
New York Stock Exchange, from May 2012 to December 2014.

Mr. Tao graduated from University of International Business and Economics with a doctorate
degree in international law in December 2007. He obtained his master’s degree in private international
law from Chinese Academy of Social Sciences in July 1989 and his bachelor’s degree in international
law from Jilin University in July 1986.

Mr. Wei Anning, aged 53, is an independent non-executive Director. Mr. Wei joined the
Company and was appointed as an independent Director in October 2014. Mr. Wei has been an
executive director and general manager of Shanghai Guwang Investment Management Limited since
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September 2010, an independent director of Ningbo Tech-Bank Co., Ltd. (A share stock code on the
Shenzhen Stock Exchange: 002124) since August 2013, an independent director of Fortune SG Fund
Management Co., Ltd. since September 2015, a director of Hangzhou United Rural Commercial Bank
Co. Ltd. since January 2011, and an independent director of DaChan Food (Asia) Limited (stock code
on the Hong Kong Stock Exchange: 03999) since October 2014.

Mr. Wei also held various positions before joining the Company, which include director and
director of agriculture, food, industry and commerce of Rabobank from February 1998 to January
2003, the president of Shanghai branch of Fortis Bank Belgium from June 2009 to July 2010, and the
chairman of the board of Shandong Pacific Zhonghui Group from August 2010 to August 2012.

Mr. Wei graduated from the University of Illinois with a doctorate in agricultural economics in
January 1997. He obtained a master’s degree in economic development from Williams College in June
1991, a master’s degree in economics from Peking University in December 1986 and a bachelor’s
degree in economics from Nankai University in December 1982.

Mr. Pan Fei, aged 59, is an independent non-executive Director. Mr. Pan joined the Company
in May 2015 and was appointed as an independent Director in June 2015. Mr. Pan has been a professor
and a doctoral supervisor of the school of accountancy of Shanghai University of Finance and
Economics since July 2000, an independent Director of Universal Scientific Industrial (Shanghai) Co.,
Ltd. (A share stock code on the Shanghai Stock Exchange: 601231) since March 2011.

Mr. Pan has been an independent director of Shanghai Wanye Enterprises Co., Ltd. (A share
stock code in Shanghai Stock Exchange: 600641) from April 2001 to May 2015, an independent
director of Sunyoung Properties Co. ,Ltd. (now known as Infotmic Co., Ltd., A share stock code on the
Shenzhen Stock Exchange: 000670) from March 2008 to August 2013, an independent director of
Bright Dairy & Food Co., Ltd. (A share stock code on the Shanghai Stock Exchange: 600597) from
July 2009 to April 2016, an independent director of Shanghai Bailian Group Co., Ltd. (A share stock
code on the Shanghai Stock Exchange: 600827) from June 2010 to June 2015, an independent director
of Shanghai M&G Stationery Inc. (A share stock code on the Shanghai Stock Exchange: 603899) from
June 2011 to April 2016, and an independent director of Jiangsu Yabaite Technology Co., Ltd (A share
stock code on the Shenzhen Stock Exchange: 002323) from August 2015 to April 2016.

Mr. Pan obtained his doctorate in management from Shanghai University of Finance and
Economics in January 1999, a master’s degree in economics from the school of accountancy of
Shanghai University of Finance and Economics in March 1991 and a bachelor’s degree in economics
from Shanghai University of Finance and Economics in January 1983.

Mr. Xu Zhiming, aged 54, is an independent non-executive Director. Mr. Xu was appointed as
an independent Director in September 2015, whose appointment will be effective from the Listing Date.
Mr. Xu has been a founding partner of China Broadband Capital since March 2006.

Mr. Xu served as an executive director and the chief operating officer of TOM Online Inc.
(original stock code on the Hong Kong Stock Exchange: 08282; subsequently delisted) from October
2003 to May 2005, an executive director of China Resources Enterprise, Limited, (now known as
China Resources Beer (Holdings) Company Limited, stock code on the Hong Kong Stock Exchange:
00291) from October 1999 to November 2001, the managing director and the chief operating officer of

251



DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

China Resources Logic Limited (now known as China Resources Gas Group Limited, stock code on
the Hong Kong Stock Exchange: 01193) from June 2000 to November 2001, a research analyst of
Institute for International Studies in China International Trust and Investment Corporation from
December 1986 to February 1989, and the co-director of capital market department of Nomura
International (Hong Kong) Limited from February 1993 to November 1995.

Mr. Xu graduated from University of Manchester with a doctorate degree in economics in July
1993. He obtained his master’s degree in economics from Graduate School of Chinese Academy of
Social Sciences in July 1986, and his bachelor’s degree in physics from Peking University in July
1983.

SUPERVISORS

Mr. Song Xuefeng, aged 46, is the chairman of the Supervisory Committee. Mr. Song joined
the Company in August 2013 and was appointed as the chairman of the Supervisory Committee in
October 2014. Mr. Song has been serving as a deputy general manager of Shenergy Group since
August 2014, the chairman of the supervisory committee of Shenergy Co., Ltd. since May 2011 to the
present, the chairman of the board of Shanghai ICY Capital Co., Ltd. since July 2013, the chairman of
the board of Shanghai ICY New Energy Venture Capital Investment Co., Ltd. since July 2013 and an
executive director of Shanghai ICY Capital Management Ltd. since December 2012, and an executive
director of Chengdu ICY Capital Management Ltd. since December 2012.

Mr. Song served as a Director of our Company from August 2013 to October 2014, the deputy
manager and manager of the financial department of Shenergy Co., Ltd. from March 2001 to May
2008, an assistant to the general manager and planning and finance manager, chief accountant and
financial manager, deputy general manager and chief accountant at Shenergy Co., Ltd. from April 2005
to May 2011, a temporary assistant mayor of Zigong, Sichuan from October 2010 to October 2011, and
the assistant general manager of Shenergy Group from January 2012 to August 2014.

Mr. Song obtained his doctorate in management, a master’s degree in engineering, and a
bachelor’s degree in engineering from Shanghai Jiao Tong University in December 2006, February
1995 and July 1992, respectively. He became a non-practicing member of the Shanghai Institute of
Certified Public Accountants in 1998 and is recognized as a senior economist by Shanghai Economics
Senior Professional and Technical Title Qualification Evaluating Committee in July 2007. Mr. Song
was accredited as an engineer in February 1998.

Mr. Li Bin, aged 57, is the vice chairman of the Supervisory Committee. Mr. Li joined the
Company in March 2014 and was appointed as our employee Supervisor in October 2014 and as the
vice chairman of the Supervisory Committee in November 2014. Mr. Li was appointed as the deputy
party committee secretary, and the secretary of discipline inspection commission of the Company in
March 2014.

Mr. Li served as a mechanic in Beijing Air Force Unit 39583 from February 1978 to January
1981, the league officer, deputy secretary, secretary, human resources manager, party branch secretary
of assembly shop of Shanghai Construction Machinery Plant from July 1981 to September 1988, the
director of general manager office and director of party committee office of Shanghai Petrochemical
Equipment Company from September 1988 to August 1996, the senior staff of the human resources
department of Shanghai Pricing Bureau from August 1996 to July 2000, the office senior staff, deputy
director, deputy party secretary, secretary of discipline inspection commission and director of CPC
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Shanghai financial working committee from July 2000 to April 2011, and the director of human
resources offices (human resources department, veteran services office) of CPC Shanghai financial
working committee from April 2011 to March 2014.

Mr. Li obtained his bachelor’s degree in economic administration from the Correspondence
School of the Central Party School in December 1994, the qualification of intermediate economist
from the Economic Series Mid-level Positions Evaluation Committee of the Shanghai Mechanical and
Electrical Industry Administrative Bureau in August 1993, and the qualification of intermediate
administrative engineer from Administrative Series Mid-level Professional Positions Evaluation
Committee of the Shanghai Mechanical and Electrical Industry Administrative Bureau in November
1991.

Mr. Liu Wenbin, aged 41, is a Supervisor. Mr. Liu joined the Company in March 2011 and
was appointed as Supervisor. Mr. Liu has served as the chief financial officer of Great Wall
Information Industry Co., Ltd. (A share stock code on the Shenzhen Stock Exchange: 000748) since
September 2013.

Mr. Liu served as the chief accountant, financial manager, financial department director and
deputy chief accountant of Great Wall Information Industry Co., Ltd. and its subsidiary from June
2000 to August 2013.

Mr. Liu obtained his master’s degree in accounting from Hunan University in December 2007,
obtained his bachelor’s degree in accounting from Hunan University through long-distance education
in June 1999, and was granted the title of senior accountant in December 2006.

Mr. Yin Keding, aged 52, is a Supervisor. Mr. Yin joined the Company and was appointed as
Supervisor in October 2014. Mr. Yin has served as the chief accountant of Shanghai Construction
Group Co., Ltd. (A share stock code on the Shanghai Stock Exchange: 600170) since December 2012,
and as a director of Shanghai Pudong CCB Rural Bank Company Limited from February 2014.

Mr. Yin served as the finance director of the overseas business department of Shanghai
Construction (Group) General Co., Ltd. from July 1987 to July 2001, the chief financial officer of
HKC (Holdings) Limited (stock code on the Hong Kong Stock Exchange: 00190) from July 2001 to
June 2004, the deputy director of the financial department of Shanghai Construction Group from June
2004 to January 2005, the chief accountant of Shanghai Construction Group south branch from January
2005 to January 2009, as the chief accountant of Shanghai No.2 Construction Company Limited from
January 2010 to October 2011, and the deputy chief accountant of Shanghai Construction Group (A
share stock code on the Shanghai Stock Exchange: 600170) from October 2011 to December 2012.

Mr. Yin received his bachelor’s degree in economics from Shanghai University of Finance and
Economics in July 1987, and was granted the title of senior accountant in March 2003.

Mr. Wu Zhengkui, aged 41, is a Supervisor. Mr. Wu joined the Company and was appointed
as Supervisor in February 2012. Mr. Wu has served as the deputy manager of the financial department
of Greenland Holding Group Company Limited since March 2012, the director of the Bank of Jinzhou
Co., Ltd. (H share stock code on the Hong Kong Stock Exchange: 00416) since November 2011, the
director of Shanghai Rural Commercial Bank since December 2011, the executive director of
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Greenland Hong Kong Holdings Limited (stock code on the Hong Kong Stock Exchange: 00337) since
August 2013, and a non-executive director of China Greenland Rundong Auto Group Limited (stock
code on the Hong Kong Stock Exchange: 01365) since August 2015.

Mr. Wu obtained his master’s degree in accounting from Fudan University in June 2008 and his
bachelor’s degree in engineering from Liaoning Technical University in July 1998, and was granted
the qualification of intermediate level accountant in May 2004.

Mr. Zhou Wenwu, aged 54, is an employee Supervisor. Mr. Zhou joined the Company in
November 2000 and was appointed as employee Supervisor in August 2015. Mr. Zhou has served as
the vice chairman of the trade union of the Company since November 2014 and as the deputy director
of retirement management committee since February 2015.

Mr. Zhou served as the assistant manager of the financial department of Shanghai Jingiao
Export Processing Zone Joint Development Co., Ltd. from October 1992 to January 1997, the manager
of the Third Brokerage Branches of Shanghai Pharmaceutical Biotechnology Industrial Park Medicine
Sales Co., Ltd. from August 1999 to October 2000, and the commissioner for Liaoning administration
department, assistant to the general manager for the fund management department, and deputy general
manager for the fund management department of the Company from December 2000 to December
2014.

Mr. Zhou graduated from Shanghai Maritime College with a bachelor’s degree in economics in
July 1984.

Mr. Yao Yuan, aged 42, is an employee Supervisor. Mr. Yao joined the Company in March
1998 and was appointed as employee Supervisor in October 2014. Mr. Yao has served as the deputy
general manager of the Legal and Compliance Management Department of the Company (supervising
the relevant works) since December 2014. He is also a supervisor of Orient Securities Capital
Investment since August 2015.

Mr. Yao served as an employee of Yangpu securities branch of Shanghai Pudong Development
Bank from September 1993 to March 1998 and as the corporate auditing clerk, supervisor, senior
supervisor, senior executive, assistant to the general manager and deputy general manager of the
Company from March 1998 to December 2014.

Mr. Yao graduated from the Open University of China in July 2004 and became a non-
practicing member of the Chinese Institute of Certified Public Accountants in 2006.

SENIOR MANAGEMENT

Mr. Jin Wenzhong, president. For the biography of Mr. Jin, please refer to “—Directors—
Executive Directors” of this section.

Mr. Yang Yucheng, aged 50, is a vice president. Mr. Yang joined the Company in May 2004.
He was appointed as vice president in June 2006 and July 2009, and as the secretary to the board in
January 2012. Mr. Yang has served as the chairman of the board of Orient Finance Hong Kong since
December 2011, the director of Great Wall Fund Management Co. Ltd. since September 2014, and the
chairman of the supervisory committee of Citi Orient since February 2015.
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Mr. Yang was a teacher in the finance department of Shanghai University of Finance and
Economics from August 1987 to July 1993 and served in Guotai Junan Securities Co., Ltd. from
August 1993 to January 1999. He also served as the director and board secretary of Shanghai Dazhong
Enterprises of Science and Technology, Ltd. (now known as Shanghai Dazhong Public Utilities
(Group) Co., Ltd., A share stock code on the Shanghai Stock Exchange: 600635) from April 1999 to
April 2002, the deputy general manager and general manager of Shanghai Shenergy Asset
Management Co., Ltd. from October 2006 to June 2007, the chief financial officer and deputy general
manager of the Company from May 2004 to March 2007, the director and general manager of
Shenergy Group Finance Co., Ltd. from February 2007 to July 2009, and the director of Orient
Securities Asset Management from July 2010 to April 2016.

Mr. Yang graduated from Shanghai University of Finance and Economics with a master’s
degree in economics in January 1999, obtained a bachelor’s degree in economics from Shanghai
University of Finance and Economics in July 1986, and was granted the title of senior economist in
July 2006.

Mr. Shu Hong, aged 49, is a vice president. Mr. Shu joined the Company in November 1998
and was appointed as vice president in April 2014. Mr. Shu has served as the director of Shanghai
Qizhong Golf Club Company Limited since November 2009.

Mr. Shu served as the manager for the computer network center system development
department of Shenyin & Wanguo Securities Co., Ltd. from March 1993 to November 1998, and the
head of the Information Technology Center and general manager of the Company from November
1998 to March 2004. He further served as the assistant to the general manager and general manager of
the Information Technology Center, assistant to the general manager and general manager of the
brokerage business department, director of IT technology and assistant to the general manager, chief
operating officer and assistant to general manager, and operating director (now renamed as “chief
operating officer”) of the Company from December 2001 to April 2014. He was also the director of
Orient Securities Futures since December 2007 to February 2016.

Mr. Shu graduated from Shanghai Jiao Tong University with a master’s degree in business
administration in June 1999, and obtained a master’s degree in business administration jointly
established by Shanghai National Accounting Institute and Arizona State University in May 2009. He
graduated from ShanghaiTech University with a bachelor’s degree in science in July 1989 and was
granted the title of engineer in August 1999.

Mr. Zhang Jianhui, aged 47, is a vice president. Mr. Zhang joined the Company in March
1998, was appointed as vice president in July 2015 and chief financial officer in May 2014 and has
served as general manager of the general office of financial planning of the Company since June 2015.
Mr. Zhang has served as the director of Orient Securities Innovation Investment since November 2012,
the supervisor of Shanghai ICY Capital Co., Ltd. since March 2010, the supervisor of Shanghai ICY
New Energy Venture Capital Co., Ltd. since October 2010, the supervisor of Orient Ruide Investment
Management since August 2014, the supervisor of China Securities Credit Investment Co., Ltd. since
April 2015, the director of Orient Securities Capital Investment and Orient Finance Hong Kong since
August 2015.

Mr. Zhang served as a clerk of Shanghai Pudong Development Bank from March 1994 to
March 1998, the assistant to the general manager of the fund and financial management department of
the Company from March 1998 to July 2003, the deputy general manager and general manager for
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Liaoning administrative department, the deputy general manager (supervising the relevant works) and
general manager of the fund and financial management department of the Company from July 2003 to
June 2015, the supervisor of Great Wall Fund Management Co. Ltd. from June 2005 to June 2008, and
the supervisor of Orient Securities Capital Investment from March 2013 to August 2015.

Mr. Zhang graduated from Shanghai University of Finance and Economics with a master’s
degree in economics in January 1994, and obtained a master’s degree in business administration jointly
established by Shanghai National Accounting Institution and Arizona State University in May 20009.
He graduated from the National University of Defense Technology with a bachelor’s degree in
engineering in July 1991 and was granted the title of intermediate accountant in May 2006.

Mr. Du Weihua, aged 51, is a vice president. Mr. Du joined the Company in June 1998 and
was appointed as vice president in August 2015. He has served as the general manager of the human
resources management department since October 2009 and as a member of the commission for
discipline inspection since December 2011. Mr. Du has served as a director of Orient Securities Capital
Investment since September 2011, a director of Orient Securities Innovation Investment since
November 2012 and a director of Orient Securities Asset Management since April 2016.

Mr. Du was a teacher in the school of finance at Shanghai University of Finance and
Economics from July 1984 to June 1998, and served as a branch manager, assistant to the general
manager and deputy general manager of the brokerage business department, general manager of the
operations and management department, and general manager of the human resources management
department of the Company from June 1998 to January 2012. He further served as the assistant to the
president, general manager of the human resources management department and employee Supervisor
of the Company from January 2012 to August 2015.

Mr. Du graduated from Shanghai Jiao Tong University with an executive master’s degree in
business administration for senior executives in December 2013. He obtained a master’s degree in
economics from Shanghai University of Finance and Economics in January 1990 and a bachelor’s
degree in economics from Shanghai University of Finance and Economics in July 1984. Mr. Du was
examined and approved by Shanghai University of Finance and Economics for the qualification as an
associate professor in June 1999.

Mr. Yang Bin, aged 43, is our chief risk officer and chief compliance officer. Mr. Yang joined
the Company in May 2015 and was appointed as our chief risk officer in June 2015 and chief
compliance officer in July 2015. Mr. Yang has served as a director of Orient Securities Futures since
August 2015, a director of Orient Finance Hong Kong since August 2015, a director of Citi Orient
since October 2015, as well as the chief compliance officer and chief risk officer of Orient Securities
Asset Management since June 2015.

Mr. Yang served as the clerk of the non-banking financial institute administrative office of the
People’s Bank of China Shanghai branch from July 1997 to July 1998, a deputy senior staff and senior
staff of the inspection bureau and case proceedings of inspection bureau of the CSRC Shanghai Branch
from July 1998 to March 2004, the senior staff of the No.l inspection office and the No.2 institute
supervision office of the CSRC Shanghai branch from March 2004 to February 2007, and the deputy
director of the No.l institute supervision office, futures regulatory office director, and legal affairs
office director of the CSRC Shanghai branch from February 2007 to May 2015.
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Mr. Yang graduated from Shanghai University of Finance and Economics with a master’s
degree in economics in September 2003 and obtained a bachelor’s degree in law from East China
University of Political Science and Law in July 1997. He obtained the qualification for senior
executive approved by the CSRC in June 2015.

Save as disclosed above, none of our Directors has any interests in any business, which
competes or is likely to compete, either directly or indirectly, with our business.

Save as disclosed above, none of our Directors, Supervisors and members of senior
management is related to other Directors, Supervisors and members of the senior management.

Save as disclosed above, none of our Directors, Supervisors and members of senior
management held any directorship in any public companies, the shares of which are listed in Hong
Kong or overseas stock markets, during the three years prior to the date of this prospectus.

JOINT COMPANY SECRETARIES

Mr. Yang Yucheng, our joint company secretary, is also a member of our senior management.
See “—Senior Management” in this prospectus for his biography.

Ms. Leung Wing Han Sharon (##), our joint company secretary, was appointed on
March 11, 2016 with effect from the date of Listing.

Ms. Leung is currently a vice president of SW Corporate Services Group Limited. She has been
serving as the company secretary of Linekong Interactive Group Co., Ltd. (a company listed on the
Growth Enterprise Market of the Hong Kong Stock Exchange, stock code: 08267) since June 30, 2015.
Ms. Leung has over 10 years of experience in finance, accounting and company secretarial matters.

Ms. Leung holds a bachelor’s degree of business administration in accounting, a bachelor’s
degree in law and a master’s degree in international corporate and financial law. She is a fellow
member of the Hong Kong Institute of Chartered Secretaries, the Institute of Chartered Secretaries and
Administrators in the United Kingdom, and the Association of Chartered Certified Accountants in the
United Kingdom. She is also a member of the Hong Kong Institute of Certified Public Accountants.

BOARD COMMITTEES

The Board delegates certain responsibilities to various dedicated committees. In accordance
with relevant PRC laws, regulations, the Articles and the Hong Kong Listing Rules, we have formed
four board committees, namely the Strategy Development Committee, the Compliance and Risk
Management Committee, the Audit Committee and the Remuneration and Nomination Committee.

Strategy Development Committee

The Strategy Development Committee consists of four Directors, namely Mr. Wu Jianxiong
(SL2fE), Mr. Pan Xinjun (%), Mr. Jin Wenzhong (), and Mr. Tao Xiuming (&%), Mr. Wu
Jianxiong currently serves as the chairman of the committee. The main duties of the Strategy
Development Committee include (but not limited to):

*  studying and advising on the long term strategic development plans of the Company;
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studying and advising on the major investment and financing projects that are subject to
approval by the Board;

studying and advising on the major capital operations and asset management projects that
are subject to approval by the Board;

studying and advising on any other significant events that affect the Company;
monitoring the implementation of the matters above; and

other matters as authorized by the Board or as stipulated in the Articles of Association.

Compliance and Risk Management Committee

The Compliance and Risk Management Committee consists of five Directors, namely Mr. Pan
Xinjun (##&EH), Mr. Jin Wenzhong (&3C#), Mr. Li Xiang (%), Mr. Zhou Yao (42&) and Mr. Li
Zhiqiang (F&58). Mr. Pan Xinjun currently serves as the chairman of the committee. The main duties
of the Compliance and Risk Management Committee include (but not limited to):

reviewing and advising on the overall target and basic policy of compliance and risk
management;

reviewing and advising on the compliance and risk management system, the establishment
and duties of the compliance and risk management department;

reviewing and monitoring the Company’s policies and practices on compliance with legal
and regulatory requirements;

evaluating and advising on the risks and risk management solutions relating to the
significant matters that require approval by the Board;

reviewing the scale of risk and risk tolerance of the Company as a whole; and evaluating
the asset allocation system in place with reference to the tolerance of risk;

monitoring and evaluating the risks associated with the Company’s operating activities,
discussing the risk management system with the management, and ensuring that the
management fulfills its responsibilities in establishing an effective risk management
system;

considering major investigation findings on risk management matters and management’s
response to the findings as delegated by the board or on its own initiative;

reviewing and advising on the compliance and risk assessment reports that require review
by the Board;

developing and reviewing the Company’s policies and practices on corporate governance
and making recommendations to the Board;

reviewing and monitoring the training and continuous professional development of
Directors and senior management;

developing, reviewing and monitoring the Company’s code of conduct and compliance
manual (if any) applicable to employees and directors;

reviewing the Company’s compliance with the Corporate Governance Code and Corporate
Governance Report set out in Appendix 14 to the Hong Kong Listing Rules and its
disclosures in the Corporate Governance Report; and
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other matters as authorized by the Board or as stipulated in the Articles of Association.

Audit Committee

The Audit Committee consists of five Directors, namely Mr. Pan Fei (7€), Mr. Wu Junhao
(R&55), Mr. Xu Chao (#%#), Mr. Xu Guoxiang (#kE*£) and Mr. Wei Anning (#%%). Mr. Pan Fei
serves as the chairman of the committee. The main duties of the Audit Committee include (but not

limited to):

making recommendations to the Board on the appointment, re-appointment or removal of
external auditor;

approving the remuneration and engagement terms of the external auditor, and supervising
their activities;

reviewing and monitoring the external auditor’s independence and objectivity and the
effectiveness of the audit process in accordance with applicable standards;

giving an opinion as to the true, accurate and complete nature of audited financial
statements;

monitoring the integrity of the Company’s financial statements and annual reports, and
reviewing any significant findings reported in them;

reviewing the Company’s financial controls and internal control;
monitoring and evaluating the Company’s internal audit system and its implementation;

discussing the internal control system with management and ensuring that management
has performed its duty of having an effective internal control system in place;

considering major investigation findings on internal control matters and management’s
response to those findings, either on its own initiative or as delegated by the Board;

coordinating between the internal and external auditors, and ensuring that the internal
audit function is adequately resourced and has appropriate standing within the Company;

reviewing the Group’s financial and accounting policies and practices;

ensuring that the Board provides a timely response to the issues raised in the external
auditor’s management letter;

managing the Company’s connected transactions and day-to-day operations;
reporting the matters above to the Board; and

other matters as authorized by the Board or as stipulated in the Articles of Association.

Remuneration and Nomination Committee

The Remuneration and Nomination Committee consists of five Directors, namely Mr. Li
Zhigiang (&), Mr. Zhang Qian (75), Mr. Chen Bin (#i), Mr. Xu Guoxiang (k) and Mr. Wei
Anning (#%%), Mr. Li Zhigiang currently serves as the chairman of the committee. The main duties
of the Remuneration and Nomination Committee include (but not limited to):

evaluating the structure, size and composition (including skills, knowledge and
experience) of the Board at least once a year and making recommendations on changes to
the Board to align with the Company’s strategy;
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reviewing the selection criteria and procedures for Directors and senior management,
identifying qualified individuals as candidates for Directors and senior management and
reviewing their qualifications;

making recommendations to the Board on the appointment or re-appointment of Directors
and succession planning for Directors (in particular, the Chairman and the President);

assessing the independence of independent non-executive Directors;

evaluating the remuneration and performance of the Directors and senior management
based on their scope of duty as well as the level of remuneration of comparable positions
in other similar companies amongst other factors;

reviewing and approving the management’s proposal on remuneration based on the
corporate goals and objectives set by the Board;

making recommendations to the Board on the remuneration package for each executive
Director, non-executive Director and member of the senior management;

considering the remuneration package, time commitment, scope of responsibility and other
employment terms of similar companies;

reviewing and approving the compensation due to executive Directors and senior
management for any loss or termination of office or appointment, so as to ensure that such
compensation is consistent with the contractual terms; if such compensation is not
consistent with the contractual terms, ensuring that it is fair, reasonable and not excessive;

reviewing and approving compensation arrangements relating to the dismissal or removal
of directors for misconduct or the like, so as to ensure that such arrangements would be
consistent with the contractual terms; if such compensation is not consistent with the
contractual terms, ensuring that it is reasonable and appropriate;

ensuring that no Director or his associate is involved in the determination of his
remuneration;

evaluating and making recommendations on the performance of duties by the Directors,
Supervisors (non-supervisory employees) and the president;

reviewing the remuneration and evaluation scheme for the president and other member of
the senior management; and

other matters as authorized by the Board or as stipulated in the Articles of Association.

COMPENSATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The Directors, Supervisors and senior management receive their remuneration in the form of
salary and allowances, employer’s contribution to pension schemes, annual bonuses and independent
directors’ fee.

For the three years ended December 31, 2013, 2014 and 2015, the total remuneration paid to
our Directors amounted to RMB6.4 million, RMB7.9 million and RMB7.6 million.

For the three years ended December 31, 2013, 2014 and 2015, the total remuneration paid to
our Supervisors amounted to RMB6.3 million, RMB7.1 million and RMBS5.4 million, respectively.
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For the three years ended December 31, 2013, 2014 and 2015, the total emoluments paid to the
five highest paid individuals (including Directors) by our Group amounted to RMB28.7 million,
RMB43.4 million and RMB88.4 million, respectively.

For the three years ended December 31, 2013, 2014 and 2015, no fees were paid by our Group
to any of the Directors or the five highest paid individuals as an inducement to join us or as
compensation for loss of office. Our non-executive Directors and Supervisors (excluding employee
Supervisors) do not receive any remuneration from the Company. Save as disclosed above, none of the
Directors or Supervisors waived their remuneration during the relevant period.

The remuneration of Directors, Supervisors and senior management is determined with
reference to factors including the salaries paid by comparable companies, time commitment and
responsibilities of the Directors, Supervisors and senior management, employment conditions of other
positions in our Company and the desirability of performance-based remuneration.

None of the Directors, Supervisors and senior management holds any interest in the H Shares
and A Shares as set in Part XV of the Securities and Futures Ordinance, as of the Latest Practicable
Date. To the best of the Directors’ knowledge, information and belief and having made all reasonable
enquiry, save as disclosed herein, there was no additional matter with respect to the appointment of the
Directors and Supervisors that needs to be brought to the attention of the Shareholders, and there was
no additional information relating to the Directors that is required to be disclosed pursuant to Rules
13.51(2)(b) to (v) of the Hong Kong Listing Rules as of the Latest Practicable Date.

EMPLOYEES

As of the Latest Practicable Date, we had a total of 3,834 employees. The remuneration
packages of our employees primarily consist of fixed salaries, performance-based bonuses and
contributions to mandatory social security funds. As required by the relevant PRC regulations, we
participate in various pension schemes for our employees, including basic pension schemes and
corporate annuity schemes. See “Business—Employees” for the description of the mandatory pension
schemes and social insurance contribution schemes we participate in. Performance-based bonuses are
calculated and paid generally based on the relevant provisions of the Performance Management System
of the Company and the implementation rules of each department for the assessment and distribution
of performance-based bonuses. In 2013, 2014 and 2015, we incurred staff costs of RMB
1,105.5 million, RMB1,447.7 million, RMB3,826.7 million, respectively. For the three months ended
March 31, 2015 and 2016, we incurred staff costs of RMB1,163.0 million and RMB403.3 million,
respectively.

We have not experienced any significant problems with our employees or disruption to our
operations due to labor disputes, nor have we experienced any difficulties in the recruitment and
retention of experienced staff.

COMPLIANCE ADVISOR

We have agreed to appoint Anglo Chinese Corporate Finance, Limited as the compliance
advisor upon listing in compliance with Rules 3A.19 and 19A.05 of the Hong Kong Listing Rules. The
material terms of the compliance advisor’s agreement are as follows:

(a) Anglo Chinese Corporate Finance, Limited shall act as our compliance advisor for the
purpose of Rules 3A.19 and 19A.05 of the Hong Kong Listing Rules for a period
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(b)

(c)

(d)

commencing on the Listing Date and ending on the date on which we comply with
Rule 13.46 of the Hong Kong Listing Rules in respect of our financial results for the first
full financial year commencing after the Listing Date or until the agreement is terminated,
whichever is earlier;

the compliance advisor will provide us with certain services including proper guidance and
advice regarding compliance with the requirements under the Hong Kong Listing Rules
and applicable laws, rules, codes and guidelines;

the compliance advisor will, as soon as reasonably practicable, inform us of any
amendment or supplement to the Hong Kong Listing Rules announced by the Hong Kong
Stock Exchange from time to time and of any amendment or supplement to the applicable
laws and guidelines; and

the compliance advisor will act as one of the key channels of communication of the
Company with the Hong Kong Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS

As of the Latest Practicable Date, the following persons directly or indirectly control, or are
entitled to exercise the control of, 5% or more of our A Shares:

Number of Approximate
Shares directly percentage
or indirectly 0
Shareholders Nature of Interest Class held shareholding
Shenergy Group . ...t Beneficial owner A Shares 1,588,618,183 30.08%
Shanghai Haiyan Investment Management
Company Limited
(LEEEACEEBARAT) o Beneficial owner A Shares 295,784,854 5.60%
Wenhui Xinmin United Press Group
CCHERTRBRAHEER) ... . Beneficial owner A Shares 265,828,211 5.03%

Immediately following the completion of the Global Offering (and assuming the Over-
allotment Option is not exercised), our share capital comprised of 5,194,742,921 A Shares and
957,000,000 H Shares (including H Shares converted from A Shares), representing 84.44% and
15.56% of the total share capital of our Company, respectively.

So far as our Directors are aware, immediately following the completion of the Global Offering
(and assuming the Over-allotment Option is not exercised), the following persons will have an interest
or a short position in our Shares or underlying Shares of our Company which would be required to be
disclosed to us and the Hong Kong Stock Exchange under the provisions of Divisions 2 and 3 of Part
XV of the SFO:

Approximate
percentage of
shareholding
in the Approximate
relevant class percentage of
Number of of Shares  shareholding in the
Shares directly or of our total Shares of our
Shareholders Nature of Interest Class indirectly held Company Company
Shenergy Group ............... Beneficial owner A Shares 1,541,008,802 29.66% 25.05%
Shanghai Haiyan Investment
Management Company Limited
(b ERCEE A RAT) ... Beneficial owner A Shares 286,920,462 5.52% 4.66%
Hung Jia Finance Limited® ... ... Beneficial owner H Shares 89,972,800 9.40% 1.46%
BOCOM International Global
Investment Limited® ......... Beneficial owner H Shares 89,073,200 9.31% 1.45%
Notes:

(1) Hung Jia Finance Limited is owned by Mr. Zhu Lijia and his spouse Ms. Sun Hongyan at 50.0% interest each. Therefore each of Mr.
Zhu Lijia and Ms. Sun Hongyan is deemed to be interested in the H Shares held by Hung Jia Finance Limited under the SFO. The
number of H Shares and percentage of shareholding of Hung Jia Finance Limited are calculated based on the Offer Price of HK$8.60
(being the mid-point of the Offer Price range set out in this prospectus).

(2) BOCOM International Global Investment Limited is a wholly-owned subsidiary of BOCOM International Asset Management Limited,
which is wholly owned by BOCOM International Holdings Company Limited, which is in turn wholly owned by Bank of
Communications Co., Ltd.. Therefore each of BOCOM International Asset Management Limited, BOCOM International Holdings
Company Limited and Bank of Communications Co., Ltd. is deemed to be interested in the H Shares held by BOCOM International
Global Investment Limited under the SFO. The number of H Shares and percentage of shareholding of BOCOM International Global
Investment Limited are calculated based on the Offer Price of HK$8.60 (being the mid-point of the Offer Price range set out in this
prospectus).

For those who are directly and indirectly interested in 10% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at a shareholders’ meeting of any
other member of our Group, please see “Appendix VII—Statutory and General Information” to this
prospectus.

As of the Latest Practicable Date, we are not aware of any arrangement which may on a
subsequent date result in a change of control of our Company.
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THE CORNERSTONE PLACING

We have entered into cornerstone investment agreements with the following investors (the
“Cornerstone Investors”, each a “Cornerstone Investor”), pursuant to which the Cornerstone Investors
have agreed to (subject to certain conditions) subscribe at the Offer Price for such number of Offer
Shares (rounded down to the nearest whole board lot of 400 H Shares) that may be purchased for an
aggregate amount of US$474 million (or approximately HK$3,667.7 million) (the “Cornerstone
Placing”). Based on the Offer Price of HK$7.85 (being the minimum price of the Offer Price range set
out in this prospectus), the total number of H Shares to be subscribed for by the Cornerstone Investors
would be 467,214,800, representing approximately (i) 7.59% of the Shares in issue upon the
completion of the Global Offering and 48.82% of the H Shares offered pursuant to the Global Offering,
assuming that the Over-allotment Option is not exercised; or (ii) 7.44% of the Shares in issue upon
completion of the Global Offering and 42.47% of the H Shares offered pursuant to the Global Offering,
assuming that the Over-allotment Option is fully exercised. Based on the Offer Price of HK$9.35
(being the maximum price of the Offer Price range set out in this prospectus), the total number of H
Shares to be subscribed for by the Cornerstone Investors would be 392,259,600, representing
approximately (i) 6.38% of the Shares in issue upon the completion of the Global Offering and 40.99%
of the H Shares offered pursuant to the Global Offering, assuming that the Over-allotment Option is
not exercised; or (ii) 6.24% of the Shares in issue upon completion of the Global Offering and 35.66%
of the H Shares offered pursuant to the Global Offering, assuming that the Over-allotment Option is
fully exercised.

Each of the Cornerstone Investors is an independent third party, is not our connected person (as
defined under the Listing Rules) or existing shareholder, and is not a close associate of any of our
connected persons or existing shareholders. In addition, each of the Cornerstone Investors is
independent of each other, and makes independent investment decisions. Details of the actual number
of the Offer Shares to be allocated to the Cornerstone Investors will be disclosed in the allotment
results announcement to be issued by our Company on or around July 7, 2016.

The Cornerstone Placing forms part of the International Offering. The Offer Shares to be
subscribed for by the Cornerstone Investors will rank pari passu in all respects with the other fully paid
H Shares in issue and will be counted towards the public float of our Company under Rule 8.08 of the
Hong Kong Listing Rules. None of the Cornerstone Investors will subscribe for any Offer Shares under
the Global Offering other than pursuant to the respective cornerstone investment agreements.
Immediately following the completion of the Global Offering, none of the Cornerstone Investors will
have any board representation in our Company, nor will any of the Cornerstone Investors become a
substantial shareholder (as defined under the Listing Rules) of our Company. The Cornerstone
Investors do not have any preferential rights compared with other public Shareholders in the respective
cornerstone investment agreements. Pursuant to paragraph 4.2 of Practice Note 18 to the Listing Rules,
in the event of over-subscription under the Hong Kong Public Offering, the number of International
Offer Shares may be affected by the reallocation of the Offer Shares between the International Offering
and the Hong Kong Public Offering. In such event, the number of Offer Shares to be subscribed by the
Cornerstone Investors shall not be affected by the re-allocation of H Shares between the International
Offering and the Hong Kong Public Offering. Our Company has applied for, and the Hong Kong Stock
Exchange has granted us, a waiver from strict compliance with paragraph 4.2 of Practice Note 18 of
the Listing Rules. See “Structure of the Global Offering” for further details.
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CORNERSTONE INVESTORS

We have entered into cornerstone investment agreements with each of the following
Cornerstone Investors in respect of the Cornerstone Placing:

Based on the Offer Price of HK$8.60
(being the mid-point of the Offer Price range)

Approximate Approximate

Approximate percentage of Approximate percentage of

percentage the Sharesin  percentage of the H Shares

of the Shares issue the H Shares in issue

in issue immediately in issue immediately

immediately  following the  immediately  following the

following the completion of following the completion of
completion the Global completion of the Global

of the Global Offering the Global Offering
Offering (assuming Offering (assuming
(assuming that the (assuming that the
that the Over- that the Over-
Investment Over- allotment Over- allotment
Amount allotment Option is allotment Option is
(US$ in Option is not fully Option is not fully
Cornerstone Investor millions) exercised) exercised) exercised) exercised)
Hung Jia Finance Limited ............... 100 1.46% 1.43% 9.40% 8.18%
BOCOM International Global Investment
Limited ................. ... ... .... 99 1.45% 1.42% 9.31% 8.10%
Great Boom Group Limited .............. 50 0.73% 0.72% 4.70% 4.09%
Pinpoint Asset Management Limited . . ... .. 50 0.73% 0.72% 4.70% 4.09%
CES Global Holdings (Hong Kong)
Limited ................. ... ... .... 30 0.44% 0.43% 2.82% 2.45%
Shanghai Electric Group Hongkong
Company Limited .. .................. 30 0.44% 0.43% 2.82% 2.45%
SHC Treasury (B.V.1.) Limited ........... 30 0.44% 0.43% 2.82% 2.45%
Value Partners Hong Kong Limited ... ..... 30 0.44% 0.43% 2.82% 2.45%
Yunnan Energy Investment (H K) Co.
Limited ................. ... ... .... 30 0.44% 0.43% 2.82% 2.45%
CM Securities Investment Limited ........ 25 0.37% 0.36% 2.35% 2.04%

The information about our Cornerstone Investors set forth below has been provided by the
Cornerstone Investors in connection with the Cornerstone Placing.

Hung Jia

Hung Jia Finance Limited (“Hung Jia”) has agreed to subscribe for such number of H Shares
(rounded down to the nearest whole board lot of 400 H Shares) which may be purchased with an
aggregate amount of US$100 million at the Offer Price. Assuming the Offer Price of HK$8.60, being
the mid-point of the Offer Price range set out in this prospectus, the total number of H Shares that
Hung Jia would subscribe for would be 89,972,800, representing approximately 1.46% of the Shares,
and approximately 9.40% of the H Shares, in issue immediately following the completion of the Global
Offering assuming that the Over-allotment Option is not exercised.

Hung Jia is an investment company incorporated in the British Virgin Islands and is owned by
Mr. Zhu Lijia and his spouse Ms. Sun Hongyan at 50.0% interests each. Mr. Zhu Lijia and Ms. Sun
Hongyan also collectively hold 85.0% interests in Yingkou Hong Jia Investment Limited, a company
incorporated in the PRC and principally engaged in managing real estate, industrial and commercial
projects as well as in providing business and financial consultancy services. In addition, Mr. Zhu Lijia
is an executive director of Enviro Energy International Holdings Limited, a company incorporated in
the Cayman Islands and listed on the Hong Kong Stock Exchange (stock code: 01102).
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BOCOM Investment

BOCOM International Global Investment Limited (“BOCOM Investment”) has agreed to
subscribe for such number of H Shares (rounded down to the nearest whole board lot of 400 H Shares)
which may be purchased with an aggregate amount of US$99 million at the Offer Price. Assuming an
Offer Price of HK$8.60, being the mid-point of the Offer Price range set out in this prospectus, the
total number of H Shares that BOCOM Investment would subscribe for would be 89,073,200,
representing approximately 1.45% of the Shares, and approximately 9.31% of the H Shares, in issue
immediately following the completion of the Global Offering assuming that the Over-allotment Option
is not exercised.

BOCOM Investment is an indirect wholly-owned subsidiary of Bank of Communications
Co., Ltd.. Its principal business is investment holding. Headquartered in Shanghai, Bank of
Communications Co., Ltd. is the first nationwide, state-owned joint-stock commercial bank in China
with both national and global coverage. The Asset Management Business Center (“BankComm
AMBC”) is a department under Bank of Communications Co., Ltd mainly responsible for the overall
investment operations of asset management businesses, research and development of relevant products
and service systems, business risk management, system development and maintenance, and business
operations support within the Bank of Communications Co., Ltd. group. BOCOM Investment, as a
cornerstone investor, will hold the H Shares for and on behalf of the independent third party clients of
BankComm AMBC (as a discretionary investment advisor).

Each of BOCOM Investment and BankComm AMBC is considered a “connected client” of
BOCOM International Securities Limited under Appendix 6 to the Listing Rules. For details of the
consent granted by the Hong Kong Stock Exchange under paragraph 5(1) of Appendix 6 to the Listing
Rules, please see the section headed “Waivers and Consents from Strict Compliance with the
Hong Kong Listing Rules”.

Great Boom

Great Boom Group Limited (“Great Boom™) has agreed to subscribe for such number of
H Shares (rounded down to the nearest whole board lot of 400 H Shares) which may be purchased with
an aggregate amount of US$50 million at the Offer Price. Assuming an Offer Price of HK$8.60, being
the mid-point of the Offer Price range set out in this prospectus, the total number of H Shares that
Great Boom would subscribe for would be 44,986,400, representing approximately 0.73% of the
Shares, and approximately 4.70% of the H Shares, in issue immediately following the completion of
the Global Offering assuming that the Over-allotment Option is not exercised.

Great Boom is an investment vehicle incorporated in the British Virgin Islands. It engages in
global financial investments including foreign exchange products, stocks and structured products. Its
sole director Mr. Yu Yusheng also engages in property development in China and Australia and has
over 20 years of extensive experience in both property development and financial investment.

Pinpoint

Pinpoint Asset Management Limited (“Pinpoint”) has agreed to subscribe for such number of
H Shares (rounded down to the nearest whole board lot of 400 H Shares) which may be purchased with
an aggregate amount of US$50 million at the Offer Price. Assuming an Offer Price of HK$8.60, being
the mid-point of the Offer Price range set out in this prospectus, the total number of H Shares that
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Pinpoint would subscribe for would be 44,986,400, representing approximately 0.73% of the Shares,
and approximately 4.70% of the H Shares, in issue immediately following the completion of the Global
Offering assuming that the Over-allotment Option is not exercised.

Pinpoint is the investment manager of Pinpoint China Fund and Pinpoint Multi-Strategy Fund,
both of which are Cayman Island exempted companies. Pinpoint is a limited liability company
incorporated in Hong Kong on June 4, 2010. It is an independent investment research and management
company that provides active asset management services to institutional investors, pension funds,
private banking, fund of funds, family offices and high net worth individuals. It is licensed to conduct
asset management business (type 9 regulated activities as defined under the Securities and Futures
Ordinance (Chapter 571 of the laws of Hong Kong)) by the Securities and Futures Commission of
Hong Kong.

CES Global

CES Global Holdings (Hong Kong) Limited (“CES Global”) has agreed to subscribe for such
number of H Shares (rounded down to the nearest whole board lot of 400 H Shares) which may be
purchased with an aggregate amount of US$30 million at the Offer Price. Assuming an Offer Price of
HK$8.60, being the mid-point of the Offer Price range set out in this prospectus, the total number of
H Shares that CES Global would subscribe for would be 26,991,600, representing approximately
0.44% of the Shares, and approximately 2.82% of the H Shares, in issue immediately following the
completion of the Global Offering assuming that the Over-allotment Option is not exercised.

CES Global is incorporated in Hong Kong as a wholly-owned subsidiary under China Eastern
Air Holding Company (“Eastern Air”) with a share capital of HK$4.14 billion. It mainly serves as
Eastern Air’s vehicle for various investment assignments and proprietary businesses. Eastern Air is a
large state-owned aerial transportation group.

Shanghai Electric

Shanghai Electric Group Hongkong Company Limited (“Shanghai Electric”’) has agreed to
subscribe for such number of H Shares (rounded down to the nearest whole board lot of 400 H Shares)
which may be purchased with an aggregate amount of US$30 million at the Offer Price. Assuming an
Offer Price of HK$8.60, being the mid-point of the Offer Price range set out in this prospectus, the
total number of H Shares that Shanghai Electric would subscribe for would be 26,991,600,
representing approximately 0.44% of the Shares, and approximately 2.82% of the H Shares, in issue
immediately following the completion of the Global Offering assuming that the Over-allotment Option
is not exercised.

Shanghai FElectric is a wholly-owned subsidiary of Shanghai Electric (Group) Corporation
incorporated in Hong Kong. Shanghai Electric (Group) Corporation is an equipment manufacturing
industry group registered in Shanghai. Its main businesses cover high-efficiency clean energy, new
energy and environmental protection, industrial equipment and modern service industry. Shanghai
Electric is the overseas investment and financing platform of the group, with main businesses in
general contracting, industrial investment, business consulting, import & export of machinery &
electronic products.
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SIIC Treasury

SIIC Treasury (B.V.1.) Limited (“SIIC Treasury”) has agreed to subscribe for such number of
H Shares (rounded down to the nearest whole board lot of 400 H Shares) which may be purchased with
an aggregate amount of US$30 million at the Offer Price. Assuming an Offer Price of HK$8.60, being
the mid-point of the Offer Price range set out in this prospectus, the total number of H Shares that SIIC
Treasury would subscribe for would be 26,991,600, representing approximately 0.44% of the Shares,
and approximately 2.82% of the H Shares, in issue immediately following the completion of the Global
Offering assuming that the Over-allotment Option is not exercised.

SIIC Treasury is a company incorporated in the British Virgin Islands, which is the investment
platform of and is wholly owned by Shanghai Industrial Investment (Holdings) Company Limited
(“SIIC”). SIIC is a conglomerate enterprise under the Shanghai Municipal Government, which is
principally engaged in financial investment, pharmaceutical, infrastructure, real estate, consumer
products and emerging industries.

Value Partners

Value Partners Hong Kong Limited (“Value Partners”) has agreed to, through certain
investment funds or managed accounts, subscribe for such number of H Shares (rounded down to the
nearest whole board lot of 400 H Shares) which may be purchased with an aggregate amount of US$30
million at the Offer Price. Assuming the Offer Price of HK$8.60, being the mid-point of the Offer
Price range set out in this prospectus, the total number of H Shares that Value Partners would subscribe
for would be 26,991,600, representing approximately 0.44% of the Shares, and approximately 2.82%
of the H Shares, in issue immediately following the completion of the Global Offering assuming that
the Over-allotment Option is not exercised.

Value Partners (together with other subsidiaries under Value Partners Group Limited, “Value
Partners Group”) was established in 1999. It acts as investment manager or investment advisor to
certain investment funds. It is a wholly owned subsidiary of Value Partners Group, a company listed on
the Hong Kong Stock Exchange (stock code: 00806). Value Partners Group is one of Asia’s largest
independent asset management firms headquartered in Hong Kong. Value Partners Group manages
absolute return long-biased funds, long-short hedge funds, exchange-traded funds, quantitative funds,
as well as fixed income products for institutional and individual clients in Asia Pacific, Europe and the
United States.

Yunnan Energy Investment (H K)

Yunnan Energy Investment (H K) Co. Limited (“Yunnan Energy Investment (H K)”) has
agreed to subscribe for such number of H Shares (rounded down to the nearest whole board lot of
400 H Shares) which may be purchased with an aggregate amount of US$30 million at the Offer Price.
Assuming an Offer Price of HK$8.60, being the mid-point of the Offer Price range set out in this
prospectus, the total number of H Shares that Yunnan Energy Investment (H K) would subscribe for
would be 26,991,600, representing approximately 0.44% of the Shares, and approximately 2.82% of
the H Shares, in issue immediately following the completion of the Global Offering assuming that the
Over-allotment Option is not exercised.

Yunnan Energy Investment (H K) was incorporated in Hong Kong in January 2013. It is a
wholly owned subsidiary of Yunnan Provincial Energy Investment Group Co., Ltd. (“Yunnan Energy
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Investment Group”), serving as Yunnan Energy Investment Group’s offshore platform for its overseas
investment, financing, and capital management. Yunnan Energy Investment (H K)’s main businesses
include equity investment and project investment and management. Yunnan Energy Investment Group
is a state-owned enterprise supervised by the State-owned Asset Supervision and Administration
Commission of Yunnan Provincial People’s Government. Its main businesses include investment and
management of energy, including electric power, natural gas, and coal; investment and management of
electric power related businesses and products, including environmental protection and new energy;
and investment in petroleum, gas, and pipeline network projects.

CMSI

CM Securities Investment Limited (“CMSI”) has agreed to subscribe for such number of
H Shares (rounded down to the nearest whole board lot of 400 H Shares) which may be purchased with
an aggregate amount of US$25 million at the Offer Price. Assuming an Offer Price of HK$8.60, being
the mid-point of the Offer Price range set out in this prospectus, the total number of H Shares that
CMSI would subscribe for would be 22,493,200, representing approximately 0.37% of the Shares, and
approximately 2.35% of the H Shares, in issue immediately following the completion of the Global
Offering assuming that the Over-allotment Option is not exercised.

CM Securities Investment Limited is a limited liability company incorporated in the British
Virgin Islands and a wholly owned subsidiary of China Minsheng Financial Holding Corporation
Limited (“CMF”, together with its subsidiaries, the “CMF Group”). Its main business is investment.
CMF is an investment holding company whose shares are listed on main board of the Hong Kong
Stock Exchange (stock code: 00245). CMF is an important strategic component of China Minsheng
Investment Corporation Limited (“CMI”), a large private investment group in China. Through the
business model of “Double Drives”, namely Investment + Investment Banking, CMF Group is
committed to build a strong capital operation platform, aiming to promote the combination of products
and finance to provide comprehensive financial services for PRC and oversea enterprises. CMF has a
strong capital strength, whose market capitalization was approximately HK$22.9 billion as at the end
of May 2016. CMF Group has strong business channels and several financial services licenses in Hong
Kong to carry out the activities including asset management, advising on and dealing in securities and
money lending, etc. The company’s core management team has years of international experience and
has a deep understanding of Chinese market as well as the unique commercial insights over the
opportunities arising from the Chinese new economic environment. CMF is part of the Hang Seng
Global Composite Index and Hang Seng Composite Index.

CONDITIONS PRECEDENT

The subscription obligation of each Cornerstone Investor is subject to, among other things, the
following conditions precedent:

(a) the Hong Kong Underwriting Agreement and the International Underwriting Agreement
having been entered into and having become effective and unconditional (in accordance
with their respective original terms or as subsequently waived or varied by agreement of
the parties thereto) by no later than the time and date as specified in such agreements;

(b) neither the Hong Kong Underwriting Agreement nor the International Underwriting
Agreement having been terminated;
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(c) the Listing Committee having granted the listing of, and permission to deal in, the H
Shares (including the Investor Shares) and such approval or permission having not been
revoked;

(d) the Offer Price having been agreed upon between the Company (on behalf of itself and the
Selling Shareholders) and the Joint Global Coordinators (each for themselves and on
behalf of the underwriters of the Global Offering);

(e) no Laws (as defined in the relevant cornerstone investment agreement) shall have been
enacted or promulgated which prohibit the consummation of the transactions contemplated
in the Hong Kong Public Offering, the International Offering or under the relevant
cornerstone investment agreement and there shall be no orders or injunctions from a court
of competent jurisdiction in effect precluding or prohibiting consummation of such
transactions.

The subscription obligation of Value Partners is subject to the additional condition that the
relevant corporate client having obtained necessary approval from the relevant PRC authority on or
before the Price Determination Date.

RESTRICTIONS ON DISPOSALS BY THE CORNERSTONE INVESTORS

Each of the Cornerstone Investors has agreed that it will not, whether directly or indirectly, at
any time during a period of six months starting from and inclusive of the Listing Date, dispose of (as
defined in the relevant cornerstone investment agreement) any of the shares subscribed for by it under
the relevant cornerstone investment agreement and any shares or other securities of our Company
derived therefrom (the “Relevant Shares”) or any legal or beneficial interest in the Relevant Shares, or
enter into any transactions, directly or indirectly, with the same economic effect as any transaction for
such disposal of Relevant Shares or interest, or agree or contract to, or publicly announce any intention
to enter into, any transaction for such disposal of the Relevant Shares or interest or any transactions
with the same economic effect.

Each Cornerstone Investor may transfer the H Shares so subscribed for in certain limited
circumstances as set out in the relevant cornerstone investment agreement, such as transfer to a wholly
owned subsidiary of such Cornerstone Investor, provided that prior to such transfer, such wholly
owned subsidiary undertakes, and such Cornerstone Investor undertakes to procure, that such wholly
owned subsidiary agrees to be bound by such Cornerstone Investor’s obligations under the relevant
cornerstone investment agreement and subject to the restrictions on disposals imposed on the
Cornerstone Investor. Furthermore, certain Cornerstone Investor may use all or some of the H Shares
subscribed by it as security in favor of a financial institution for a bona fide commercial loan. Such
Cornerstone Investor may be required to repay the loan before its maturity following the occurrence of
certain customary events of default. The lenders may therefore have the right to enforce their security
interest in the H Shares subject to such charge at any time including within the lock up period upon the
occurrence of certain customary events of default.
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BEFORE THE GLOBAL OFFERING

As of the Latest Practicable Date, the registered capital of our Company was
RMB5,281,742,921, comprising 5,281,742,921 A Shares of nominal value RMB1.00 each, which are
all listed on the Shanghai Stock Exchange.

Percentage of

Number of issued share
Shares capital
A Shares .. ... 5,281,742,921 100.00%

UPON COMPLETION OF THE GLOBAL OFFERING

Immediately following completion of the Global Offering, assuming that the Over-allotment
Option is not exercised, the entire share capital of our Company would be as follows:

Approximate
percentage of
the enlarged
issued share

Description of Shares Number of Shares capital
A Shares . ... 5,194,742,921 84.44%
H Shares converted from A Shares and offered for sale by the Selling

Shareholders under the Global Offering ............................ 87,000,000 1.41%
H Shares issued pursuant to the Global Offering . ...................... 870,000,000 14.14%
Total . ... 6,151,742,921 100.00%

Immediately following completion of the Global Offering and assuming that the Over-
allotment Option is fully exercised, the entire share capital of our Company would be as follows:

Approximate
percentage of
the enlarged
issued share

Description of Shares Number of Shares capital
A Shares . ... 5,181,742,921 82.49%
H Shares converted from A Shares and offered for sale by the Selling

Shareholders under the Global Offering ............................ 100,000,000 1.59%
H Shares issued pursuant to the Global Offering ....................... 1,000,000,000 15.92%
Total . ... 6,281,742,921 100.00%

SHARE CLASSES

The H Shares and A Shares in issue upon completion of the Global Offering will be ordinary
Shares in our share capital. Upon the launch of the pilot program of Shanghai-Hong Kong Stock
Interconnection (“Shanghai-Hong Kong Stock Connect” or “Pilot Program”) for establishing mutual
stock access between the PRC and Hong Kong on November 17, 2014, the A Shares of our Company
are eligible securities approved to be traded between Hong Kong and overseas investors in a limited
amount and pursuant to the rules and regulations as prescribed under the Pilot Program. A Shares can
also be subscribed for by, and traded between, legal or natural persons of the PRC, QFIIs or qualified
foreign strategic investors and must be traded in Renminbi. The H Shares of our Company will be
eligible securities approved to be traded between, legal or natural persons of the PRC in a limited
amount and pursuant to the rules and regulations as prescribed under the Pilot Program. H Shares can
also be subscribed for by, or traded by QDIIs. All dividends in respect of the H Shares are to be paid
by us in Hong Kong dollars whereas all dividends in respect of A Shares are to be paid by us in
Renminbi.
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In addition, A Shares and H Shares are regarded as different classes of Shares under our
Articles of Association. The differences between the two classes of Shares, provisions on class rights,
dispatch of notices and financial reports to Shareholders, dispute resolution, registration of Shares on
different branches of the register of Shareholders, the method of Share transfer and appointment of
dividend receiving agents are set out in our Articles of Association and summarized in “Appendix
VI—Summary of Articles of Association” to this prospectus. Further, any change or abrogation of the
rights of class Shareholders should be approved by way of a special resolution of the Shareholders’
meeting of Shareholders and by a separate meeting of Shareholders convened by the affected class of
Shareholders. See “Appendix VI—Summary of Articles of Association” for the circumstances under
which a Shareholders’ meeting and class meeting are required. However, the procedures for approval
by separate class Shareholders shall not apply:

(i) where the Company issues, upon the approval by a special resolution of the Shareholders’
meeting, either separately or concurrently once every 12 months, not more than 20% of
each of its existing issued A Shares and H Shares;

(ii)) where the plan of the Company to issue A Shares and H Shares at the time of its
establishment is carried out within 15 months from the date of approval of the securities
regulatory authority under the State Council; or

(iii) where the transfer of the A Shares held by the A Shareholders of the Company to foreign
investors and the listing on overseas stock exchange are approved by the securities
regulatory institution under the State Council. See “—Conversion of A Shares into H
Shares for Listing and Trading on the Hong Kong Stock Exchange” for more details.

A Shares and H Shares will however rank pari passu with each other in all other respects and,
in particular, will rank equally for all dividends or distributions declared, paid or made.

A Shares and H Shares are generally neither interchangeable nor fungible, and the market
prices of our A Shares and H Shares may be different after the Global Offering.

TRANSFER AND SALE OF STATE-OWNED SHARES

In accordance with the relevant PRC rules regarding the transfer of state-owned shares in
overseas capital markets, 12 state-owned Shareholders of our Company are required to transfer to NSSF
such number of A Shares in aggregate equivalent to 10% of the total number of Offer Shares, being
87,000,000 A Shares before the exercise of the Over-allotment Option or 100,000,000 A Shares after
the full exercise of the Over-allotment Option, or pay the equivalent cash at the Offer Price under the
Global Offering, or a combination of both. Among these 12 state-owned Shareholders, Shenergy Group,
Shanghai Haiyan Investment Management Company Limited (L#EEEEHARALF]) and Wenhui
Xinmin United Press Group (SCHERT R 5 ¥ 3€4E #) are the top three Shareholders. At the time of Listing,
such A Shares will be converted into H Shares on a one-for-one basis. Neither our Company nor any of
these 12 state-owned Shareholders will receive any proceeds from the transfer of H Shares to NSSF or
the sale of Sale Shares.

Shenergy Group, on behalf of these 12 state-owned Shareholders, has submitted an application
to the SASAC regarding the transfer of the state-owned Shares and these 12 state-owned Shareholders
have issued undertaking letters in relation to the reduction of state-owned Shares. On March 24, 2016,
the SASAC approved all our 12 state-owned Shareholders to transfer state-owned Shares equivalent to
10% of the total number of H Shares to be issued to NSSF. Such conversion of A Shares into H Shares
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in relation to the Global Offering has been approved by the CSRC on May 20, 2016. Pursuant to a
letter issued by the NSSF on April 28, 2016, the NSSF instructed us to (i) arrange for the sale of the
Sale Shares; and (ii) remit the proceeds from the sale of Sale Shares to an account designated by the
NSSF. Please see “Structure of the Global Offering—The Selling Shareholders.”

We have been advised by our PRC legal advisor, Grandall Law Firm (Shanghai), that the
transfer and sale of state-owned Shares has been approved by the relevant PRC authorities and is in
compliance with the relevant PRC law.

CONVERSION OF A SHARES INTO H SHARES FOR LISTING AND TRADING ON
THE HONG KONG STOCK EXCHANGE

If any holder of our A Shares wishes to transfer its A Shares to overseas investors for listing
and trading on the Hong Kong Stock Exchange as H Shares, it must obtain the approval of the relevant
PRC regulatory authorities, including the CSRC for the conversion of the A Shares and the approval of
the Hong Kong Stock Exchange for the listing and trading of the converted H Shares, as well as in
compliance with the relevant methodology and procedures. To the Company’s best knowledge, such
conversion may involve the following steps:

(i) the holder of A Shares is to obtain the requisite approval of the CSRC or the authorized
securities approval authorities of the PRC State Council for the conversion of all or part of
its A Shares into H Shares;

(ii)) we may apply for the listing of all or any portion of our A Shares on the Hong Kong Stock
Exchange as H Shares in advance of any proposed conversion and we must obtain prior
approval from the Hong Kong Stock Exchange before the converted H Shares can be listed
and traded on the Hong Kong Stock Exchange;

(ii1) the holder of A Shares is to issue to us a removal request to remove a specified number of
A Shares from the A Share register, accompanied with the relevant document(s) of title;

(iv) subject to obtaining the approval of the Board and the Hong Kong Stock Exchange, we
would then issue a notice to the H Share Registrar with instructions that, with effect from a
specified date, our H Share Registrar is to issue to relevant holder H Share certificate(s)
for such specified number of H Shares;

(v) such specified number of A Shares to be converted into H Shares are then re-registered on
the H Share register maintained in Hong Kong on the condition that:

(a) our H Share Registrar lodges with the Hong Kong Stock Exchange a letter
confirming the proper entry of the relevant H Shares on the H Share register and the
due dispatch of H Share certificate(s); and

(b) the admission of the H Shares (converted from A Shares) to trade in Hong Kong will
comply with the Hong Kong Listing Rules and the General Rules of CCASS and the
CCASS Operational Procedures in force from time to time;

(vi) upon completion of the conversion, the shareholding of the relevant holder of A Shares in
our A Share capital and registered on our A Share register will be reduced by such number
of A Shares converted and the number of H Shares will correspondingly be increased by
the same number of H Shares; and

(vii) we will comply with the Hong Kong Listing Rules to inform our Shareholders and the
public by way of an announcement of such fact before the proposed effective date.
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Approvals from holders of A Shares and H Shares as separate classes are not required for the
listing and trading of the converted H Shares. As of the Latest Practicable Date, except for the
A Shares to be converted and offered for sale by the Selling Shareholders in connection with the
Global Offering, the Directors were not aware of any intention of any holder of A Shares to convert all
or part of its A Shares into H Shares.

APPROVAL FROM HOLDERS OF A SHARES REGARDING THE GLOBAL
OFFERING

Approval from holders of A Shares is required for our Company to issue H Shares and seek the
listing of H Shares on the Hong Kong Stock Exchange. Such approval was obtained by us at the
Shareholders’ meeting of our Company held on September 22, 2015 and is subject to the following
conditions:

(1) Size of the offer

The proposed number of H Shares to be offered before the exercise of the Over-allotment
Options shall not exceed 870,000,000 Shares and the Over-allotment Option shall not exceed
130,000,000 H Shares.

(2) Method of offering

The method of offering shall be by way of international offering to institutional investors and
public offer for subscription in Hong Kong.

(3) Target investors

The H Shares shall be issued to overseas professional institutions, enterprises, individual
investors and other eligible investors.

(4) Price determination basis

The issue price of the H Shares will be determined, among others, after due consideration of the
interests of existing Shareholders of our Company, acceptance of investors and the risks related to the
offering, according to international practice, through the demands for orders and book building
process, subject to the domestic and overseas capital market conditions and by reference to the
valuation level of comparable companies in domestic and overseas markets.

(5) Validity period

The issue of H Shares and listing of H Shares on the Hong Kong Stock Exchange shall be
completed within 18 months from the date when the Shareholders’ meeting was held on September 22,
2015.

There is no other approved offering plans for our Shares except the Global Offering.
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The following discussion and analysis should be read in conjunction with our audited
consolidated financial statements together with the accompanying notes included in “Appendix I—
Accountants’ Report” and our unaudited condensed consolidated financial statements together with
the accompanying notes included in “Appendix I[I—Unaudited Interim Financial Information.” Our
consolidated financial statements included in this prospectus have been prepared in accordance
with IFRS. The following discussion and analysis contains forward-looking statements that involve
risks and uncertainties. These statements are based on assumptions and analysis that we make in
light of our experience and perception of historical trends, current conditions and expected future
developments, as well as other factors we believe are appropriate under the circumstances.
However, our actual results may differ significantly from those projected in the forward-looking
statements. Factors that might cause future results to differ significantly from those projected in the
forward-looking statements include, but are not limited to, those discussed in “Risk Factors” and
“Forward-Looking Statements” and elsewhere in this prospectus. While we are also listed on the
Shanghai Stock Exchange and prepare and publish consolidated financial statements under PRC
GAAP, owing to differences in accounting principles and the presentation of our business segments
historically, our financial information and consolidated financial statements included in this
prospectus are not directly comparable to financial information and consolidated financial
statements prepared under PRC GAAP. Potential investors should consult their own professional
advisors for an understanding of the differences between IFRS and PRC GAAP.

OVERVIEW

We are a leading and fast-growing capital markets service provider in China with distinguished
investment expertise. We have built successful investment management and trading as well as wealth
management businesses by leveraging our strong foundation in Shanghai and nationwide network. We
primarily provide the following financial services to individual, institutional and corporate clients:

»  Securities Sales and Trading: We invest in equity, fixed income and derivatives for our
own account. We also engage in NEEQ market-making business and alternative
investments. We provide securities research and prime brokerage services to institutional
clients.

o Investment Management. We provide asset management products and earn asset
management fees and performance fees. In addition, our associate, China Universal,
provides fund management services. We also manage private equity funds and earn net
investment gains and management fees;

*  Brokerage and Securities Financing: We engage in securities brokerage business and
futures brokerage business, provide various securities financing services, such as margin
financing and securities lending, collateralized stock repurchase and repurchase agreement
transactions, and distribute various financial products issued by financial institutions. We
generate commission and fee income from securities brokerage business through trading
stocks, bonds and funds on behalf of our clients and distribution of financial products
issued by financial institutions. In addition, we generate commission and fee income from
our futures brokerage business through trading futures on behalf of our clients. We also
generate interest income from margin financing and securities lending, collateralized stock
repurchase and repurchase agreement transactions business;
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*  Investment Banking: We provide investment banking services, including equity
underwriting and sponsorship, debt underwriting, and financial advisory services. In
return, we primarily earn underwriting, sponsors fees and financial advisory fee; and

*  Headquarters and Others: Our headquarters and others businesses mainly include our
headquarters’ treasury business and overseas business. The treasury business mainly
includes the headquarters financing business and liquidity management, generating
interest income and net investment gains. In addition, we conduct overseas businesses
through our subsidiary Orient Finance Hong Kong. Orient Finance Hong Kong, through its
subsidiaries holding licenses for dealing in securities, advising on securities, dealing in
futures contract, asset management, advising on corporate finance and money lending,
conducts businesses such as securities transactions, leveraged finance, equity and debt
underwriting and asset management.

Our total revenue and other income increased from RMB4,586.5 million in 2013 to
RMB7,887.9 million in 2014 and further to RMB20,459.3 million in 2015. Our total revenue and other
income decreased from RMBS5,112.7 million for the three months ended March 31, 2015 to
RMB2,757.5 million for the three months ended March 31, 2016. Our profit for the year increased
from RMB982.3 million in 2013 to RMB2,358.7 million in 2014 and further to RMB7,374.2 million in
2015. Our profit for the period decreased from RMB1,959.8 million for the three months ended March
31, 2015 to RMB471.2 million for the three months ended March 31, 2016. Our net margin increased
from 21.4% in 2013 to 29.9% in 2014 and further to 36.0% in 2015. Our net margin decreased from
38.3% for the three months ended March 31, 2015 to 17.1% for the three months ended March 31,
2016.

FACTORS AFFECTING OUR RESULTS OF OPERATIONS

The following factors are the principal factors that have affected and, we expect, will continue
to affect our business, financial condition, results of operations and prospects.

Economic and Market Conditions

Our financial performance is highly dependent on the business environment in which our
business operates. A favorable business environment is generally characterized by, among other
factors, high GDP growth, liquid and efficient capital markets, moderate inflation, high investor
confidence, stable geopolitical conditions and strong business earnings. Unfavorable or uncertain
economic and market conditions can be characterized by declines in economic growth, business
activities or investor confidence, market volatility and fluctuations, decrease in the availability of or
increases in the cost of credit and capital, significant increases in inflation, interest rates, exchange rate
volatility, or commodity prices, outbreaks of hostilities or other geopolitical instability, and natural
disasters or pandemics, or a combination of these or other factors. Our businesses and profitability
have been affected and will continue to be affected by market conditions in many ways:

*  Securities Sales and Trading. We have net long trading positions in equity securities, fixed
income securities and derivatives as part of our securities sales and trading business. As a
substantial portion of these investing and trading positions is mark-to-market, changes in
fair values directly impact our profitability and net assets position. We may not be able to
entirely hedge such exposures;
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*  Investment Management. Economic and market conditions may affect the performance of
the assets or funds we manage as well as our AUM, which could in turn affect our asset
management fees and our ability to receive performance fees. Economic and market
conditions may also affect the valuation of companies and our ability to exit portfolio
companies, whether through an IPO or trade sale, which in turn affect our private equity
investment businesses;

*  Brokerage and Securities Financing. Economic and market conditions may affect investor
sentiment and trading and investment activities, and in turn affect our brokerage
commission and fee income as well as interest income. Strong performance of the A share
market may facilitate trading activities, as well as demands for securities financing
services. Sudden declines and significant volatility in the A share market may substantially
inhibit the development of the trading markets;

*  Investment Banking. Economic and market conditions may impact investor confidence and
corporate finance activities, and affect the number, transaction volume, and timing
required for completion of financing and M&A transactions, which may in turn affect the
revenue and profitability of our investment banking business; and

*  Headquarters and Others. Economic and market conditions may affect our financing costs
and net investment gains from liquidity management.

Competition

The PRC securities industry is highly competitive and we face intense competition in all
aspects of our business. We compete primarily with PRC securities firms, some of which offer a
broader range of services, possess more financial resources, or have a larger client base. With the
gradual deregulation of the PRC securities industry, more competitors, including other financial
institutions and financial service providers, may seek to enter or expand in the securities market.
Intense competition may also lead to higher demand for qualified personnel and increase our staff
costs, making it more difficult to attract and retain our employees. We believe that the principal factors
affecting our ability to compete involve price, range and quality of our products and services,
transaction execution capabilities, experience, expertise and knowledge of our staff, and geographic
coverage.

Competition may affect market prices for products and services we offer, especially the prices
for standardized services like securities brokerage. In 2013, 2014 and 2015 and the three months ended
March 31, 2015 and 2016, the average stock and fund brokerage commission rate of our securities
branches was 7.7 bps, 6.9 bps, 5.4 bps, 6.3 bps and 4.8 bps, respectively. Faced with intensified
competition in the securities brokerage business in China and the resulting industry trend of decreasing
commission rates, we have lowered our brokerage commission rate in order to remain competitive in
the market place. In April 2015, CSDC switched from a “one-person-one-account” system to a “one-
person-multiple-account” system, allowing each individual investor to open up to 20 securities
accounts. After the transition, our clients may compare commission rates and service level among
different securities firms and thus may switch accounts easily, which led to higher pressure on our
revenue and service level. At the same time, with more competition in the industry, our investment
management business and brokerage and securities financing business face challenges from other
financial institutions. We will continue to focus on the pricing of our products and services in relation
to our competitors and optimize fee structures to enhance our competitiveness while maintaining our
profitability. We also aim to continue to innovate and provide customized and value-added products
and services for our clients.
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Regulatory Environment

We are subject to extensive regulatory requirements and supervision. Since most of our
businesses are currently carried out in China, the regulatory developments in China and economic and
industry policy measures adopted by the PRC government may affect our business in many ways. In
particular, we believe that our ability to expand our business and broaden the scope of our products and
service offerings has been, and will continue to be materially affected by changes in the policies, laws
and regulations governing the PRC securities industry, including the extent to which we can engage in
certain businesses or adopt certain business models and fee structures. Regulatory changes may also
affect our cost of capital and liquidity, and give rise to new challenges for our risk management and
internal control.

The regulatory regime of the PRC securities industry has been evolving and the CSRC and
other regulatory authorities are committed to reforming the PRC securities industry with a view
towards improving capital market efficiency and broadening the scope of new products and services
that securities firms can offer. For example, from 2008 to 2014, the CSRC launched several pilot
programs, including private equity investment, stock index futures, margin financing and securities
lending, collateralized stock repurchase, Shanghai-Hong Kong Stock Connect, and the NEEQ market-
making services to expand the products and services offered by securities firms. The CSRC has been
encouraging securities firms to diversify their product and service offerings and issued specific
guidelines on product and service innovation. In addition, the PRC government has also taken various
measures to improve the capital efficiency and diversify the funding sources of PRC securities firms,
including lowering the risk capital reserve requirements for qualified securities firms, and allowing
PRC securities firms to issue subordinated bonds to a broader range of investors, such as their
shareholders and institutional investors and to issue structured products, such as structured notes. With
the deregulation of the PRC securities industry, we expect more new competitors to enter the market,
including the existing financial institutions expanding into securities and trading related businesses,
resulting in further intensified competition.

The evolving regulatory environment presents both opportunities and risks. For example, the
market rose rapidly from the second half of 2014 to June 2015 before dropping sharply since June
2015, intensifying market volatility. In response, the PRC government took regulatory measures to
stabilize the market, which have an effect on market liquidity and A Share IPO. Adapting to such
rapidly changing regulatory environment requires us to focus on, anticipate and prepare for future
regulatory changes, to develop new products and services when they are allowed, and to optimize our
capital structure and funding sources. We also need to maintain various capital adequacy, risk
management and liquidity indicator requirements as our products and services become more complex
and capital intensive. We expect that regulatory reforms will continue to affect the PRC securities
industry and our business, financial condition and results of operations.

Business Segments and Revenue Mix

Our business segments and products and services have different profit margins and future
growth prospects, and as a result, any material changes in our revenue mix, whether due to changes in
our growth strategies, market conditions, client demand or other reasons, may affect our financial
condition and results of operations. Our historical financial results were significantly affected by the
revenue contribution and profit margin of our securities sales and trading business. As our products and
services become more diverse, we seek to optimize our revenue mix by increasing the revenue
contribution from our other business segments with more significant growth potential and less risks,
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such as brokerage and securities financing and investment management businesses. In 2013, 2014 and
2015 and the three months ended March 31, 2015 and 2016, revenue from securities sales and trading
business accounted for 50.8%, 42.5%, 43.0%, 58.3% and 0.1% of our total revenue, respectively, while
revenue from our brokerage and securities financing business accounted for 36.0%, 38.0%, 38.6%,
27.4% and 52.5% of our total revenue, respectively, and revenue from our investment management
business accounted for 4.5%, 4.1%, 8.7%, 4.5% and 12.6% of our total revenue, respectively. Our
future results of operations and financial condition could be significantly affected by our ability to
design, develop and introduce new products to market, to conduct business with new clients and
counterparties, to manage new asset classes and to enter into new markets.

Performance of Our Securities Sales and Trading Business

In 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016, revenue from
our securities sales and trading business amounted to RMB2,303.9 million, RMB3,318.1 million,
RMB&8,713.9 million, RMB2,980.8 million and RMB2.3 million, respectively, representing 50.8%,
42.5%, 43.0%, 58.3% and 0.1% of our total revenue, respectively. We primarily trade equity securities
and fixed income securities using our own account.

A substantial portion of the financial instruments held by us for our securities sales and trading
business is marked to market, and their fair value is constantly affected by the overall market
condition. A change in the interest rate could also impact our funding cost and thus our profit from
securities sales and trading business. Driven by the recovery and growth of the A share market,
revenue from our securities sales and trading business increased substantially from 2013 to June 2015.
However, the A share market experienced a substantial decline and increased volatility since June 15,
2015, which led to losses of our securities sales and trading business in the third quarter of 2015 and to
a certain extent offset our overall profitability in 2015. Furthermore, the significant volatility and
decline in A Share market during the first quarter of 2016 led to a quarterly loss of our securities sales
and trading business, which contributed to our overall revenue and profitability decline compared with
the same period in 2015. In the future, we expect that the performance of our securities sales and
trading business will continue to be affected by the overall performance of the securities markets in
China. Due to the limitations of derivative financial instruments in China, we may not be able to hedge
all of our exposures to future market volatility in an effective and cost-efficient way.

The performance of our securities sales and trading business is also determined by our
investment decisions and judgments based on our assessment of existing and future market conditions
and the financing cost of our fixed income proprietary trading. We closely monitor the market value
and financial performance of our securities sales and trading portfolio, and actively adjust such
portfolio to allocate assets based on market conditions and internal risk management guidelines.
However, our investment decisions are based on judgments, which involve management discretion and
assumptions. Performance of our securities sales and trading business depends on our ability to capture
gains while controlling losses, and our ability to capture investment opportunities while navigating
regulatory constraints. Results of our securities sales and trading business may fluctuate in the future.

Interest Rates

Our business is also affected by changes in interest rates, which fluctuate continually and may
be unpredictable and highly volatile. Interest rates in China are regulated by the PBOC. Since January
2013, PBOC has adjusted the lending rates many times, and the one-year RMB benchmark lending rate
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was lowered from 6.00% at the beginning of 2013 to 4.35% as of the Latest Practicable Date. Changes
in interest rates affect our results of operations and financial condition in different ways:

*  Changes in interest rates affect the value of our financial assets. An increase in interest
rates could cause a corresponding decline in the market value of fixed income securities
we invest in. Increasing interest rates could also affect the profitability of our derivative
financial instruments and hedging strategies depending on the long-short positions we
take;

*  Changes in interest rates would also affect the interest income we would earn on interest-
bearing assets. Our interest-bearing assets mainly include cash and bank balances, clearing
settlement funds, financial assets held under resale agreements, deposits with exchanges
and non-bank financial institutions and margin financing and securities lending we provide
to our clients;

* Increases in interest rates, in particular interbank market rates, can significantly increase
our funding cost, including, but not limited to, the financing cost of margin financing and
securities lending and fixed income proprietary trading; and

* A rise in interest rates could lower our corporate clients’ ability or willingness to access
the debt capital markets, which could lower the revenue generated by our debt
underwriting business.

Exchange Rate

Although a majority of our revenue is derived from the PRC, we also provide securities
products and services to overseas clients in Hong Kong. Our functional currency is RMB, while we
also have a portion of revenue, expenses and borrowings denominated in Hong Kong dollars and US
dollars. Therefore, fluctuations in exchange rates, especially those between RMB, Hong Kong dollars
and US dollars, may affect our profitability and may also cause foreign exchange loss to our foreign
currency-denominated assets and liabilities. Furthermore, dividends from our H Shares will be declared
in RMB and paid in Hong Kong dollars. Therefore, holders of H Shares outside the PRC may be
subject to risk from adverse fluctuations in the value of RMB against Hong Kong dollars, which may
lead to a reduction of dividends on H shares paid by us. The exchange rate of RMB to the U.S. dollar is
under a managed floating exchange rate system and has gradually risen over the past decade. On
August 11, 2015, the PBOC announced an adjustment to the mechanism of determining the mid-point
price of RMB to the US dollar to make the exchange rate of RMB more market-based. As a result, the
mid-point price of RMB against the US dollar depreciated by 4.78% from August 10 to August 27,
2015 and also further fluctuated in 2016. We cannot predict how the RMB will fluctuate in the future.
See “Risk Factors—Risks Relating to China—Future fluctuations in the exchange rate of Renminbi
could have a material adverse effect on our financial condition and results of operations.”

BASIS OF PRESENTATION

Our financial statements have been prepared in accordance with IFRS and include applicable
disclosure requirements of the Hong Kong Listing Rules and the Hong Kong Companies Ordinance.
We prepared our financial statements on the historical cost basis, except for certain financial
instruments that are measured at their fair value, as explained in the accounting policies set out below.
Historical cost is generally based on the fair value of the consideration given in exchange for goods
and services. Our financial statements are presented in RMB, which is our functional currency.
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The financial information contains our financial statements and financial statements of entities
(including structured entities) controlled by us or our subsidiaries. Control is achieved where we have
power over the investee, are exposed, or have rights, to variable returns from our involvement with the
investee, and have the ability to use our power to affect our returns. Where necessary, adjustments are
made to the financial statements of subsidiaries to bring their accounting policies in line with those
used by our subsidiaries. All intra-group transactions, balances, income and expenses are eliminated in
full on consolidation.

SIGNIFICANT ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

We have identified certain accounting policies, judgments and estimates significant to the
preparation of our financial statements in accordance with [FRS. The Accountants’ Report in Appendix
I to this prospectus sets forth these significant accounting policies in note 3, which are important for an
understanding of our financial condition and results of operations.

Some of our accounting policies involve subjective assumptions, judgments and estimates that
are discussed in note 4 of the Accountants’ Report in Appendix I to this prospectus. In the application
of our accounting policies, our Directors are required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent from other sources.
Our estimates and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates. Our estimates and underlying
assumptions are reviewed by our management on an ongoing basis.

Our management has identified the following accounting policies, estimates and judgments that
they believe are critical to the preparation of our financial statements.

Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable, and
represents the amounts receivable for services provided in the normal course of business. Revenue is
recognized when it is probable that the economic benefits will flow to us and when revenue can be
measured reliably, on the following basis:

*  Commission income on brokerage business is recorded as income on a trade date basis,
and service fees arising from brokerage business are recognized when services are
rendered;

*  Underwriting and sponsorship fees are recognized as income in accordance with the terms
of the underwriting agreement or deal mandate when the relevant significant actions have
been completed;

* Interest income of a financial asset is recognized when it is probable that the economic
benefits will flow to us and when the amount of revenue can be measured reliably. Interest
income is accrued on a timely basis using the effective interest method, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts over the expected life of the financial asset
to the net carrying amount on initial recognition of the asset;

e Consultancy and financial advisory fee income is recognized when the relevant
transactions have been arranged or the relevant services have been rendered;
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*  Asset and fund management fee income is recognized when management services are
provided;

*  Dividend income from investments is recognized when the shareholder’s right to receive
payment has been established, provided that it is probable that the economic benefits will
flow to us and the amount of revenue can be measured reliably; and

*  Rental income from operating leases is recognized using straight-line method over the
terms of such leases.

Financial Instruments

Financial assets and financial liabilities are recognized when a group entity becomes a party to
the contractual provisions of the instrument. Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets or financial liabilities at fair value
through profit or loss) are added to or deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognized
immediately in profit or loss.

Financial assets are classified into the following specified categories: financial assets at fair
value through profit or loss (“FVTPL”), loans and receivables, available-for-sale financial assets and
held-to-maturity investments. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition. All regular way purchases or sales of
financial assets are recognized and derecognized on a trade date basis. Regular way purchases or sales
are purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Financial Assets at Fair Value Through Profit or Loss

Financial assets at FVTPL has two subcategories, including financial assets held for trading and
those designated as at FVTPL on initial recognition:

A financial asset is classified as held for trading if:

» it has been acquired principally for the purpose of selling it in the near term;

e it is a part of an identified portfolio of financial instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

* itis a derivative that is not designated and effective as a hedging instrument.
A financial asset other than a financial asset held for trading may be designated as at FVTPL
upon recognition if:

* such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise;

« the financial assets forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance
with the Group’s documented risk management or investment strategy, and information
about the grouping is provided internally on that basis; or
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* it forms part of contract containing one or more embedded derivatives, and IAS39 permits
the entire combined contract (asset or liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognized in profit or loss. The net gain or loss recognized in profit or loss
incorporates any dividends or interest earned on the financial assets.

Available-for-sale Financial Assets

Available-for-sale financial assets are non-derivatives that are either designated or not
classified as financial assets as at fair value through profit or loss, loans and receivables or held-to-
maturity investments.

Equity and debt securities held by the Group that are classified as available-for-sale financial
assets and are traded in an active market are measured at fair value at the end of each reporting period.
Changes in the carrying amount of available-for-sale monetary financial assets relating to interest income
calculated using the effective interest method and dividends on available-for-sale equity investments are
recognized in profit or loss. Other changes in the carrying amount of available-for-sale financial assets
are recognized in other comprehensive income and accumulated under the heading of investments
revaluation reserve. When the investment is disposed or is determined to be impaired, the cumulative
gain or loss previously accumulated in the investments revaluation reserve is reclassified to profit or loss.

Dividends on available-for-sale equity investments are recognized in profit or loss when the
Group’s right to receive the dividends is established.

The fair value of available-for-sale monetary financial assets denominated in a foreign currency
is determined in that foreign currency and translated at the spot rate prevailing at the end of the
reporting period. The foreign exchange gains and losses that are recognized in profit or loss are
determined based on the amortized cost of the monetary asset. Other foreign exchange gains and losses
are recognized in other comprehensive income.

For available-for-sale equity instruments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured, they are measured at cost less any identified
impairment losses at the end of each reporting period.

Impairment of Financial Assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators
of impairment at the end of each reporting period. Financial assets are considered to be impaired where
there is objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the financial assets have been
affected.

For an available-for-sale equity investment, a significant or prolonged decline in the fair value
of the security below its cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:
»  significant financial difficulty of the issuer or counterparty;

*  Dbreach of contract, such as default or delinquency in interest and principal payments;
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* it becoming probable that the borrower will enter bankruptcy or financial reorganisation;
or

+ the disappearance of an active market for that financial asset because of financial
difficulties.

For certain categories of financial assets, such as advances to clients, accounts receivable and
other receivables, assets are assessed for impairment on a collective basis even if they were assessed
not to be impaired individually. Objective evidence of impairment for a portfolio of receivables could
include the Group’s past experience of collecting payments and observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is
the difference between the asset’s carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is measured as the
difference between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment loss will
not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of advances to clients, accounts receivable and other receivables,
where the carrying amount is reduced through the use of an allowance account. Changes in the
carrying amount of the allowance account are recognized in profit or loss. When an advance to clients,
an account receivable or other receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are against the allowance
account. Changes in the carrying amount of the allowance account are recognized in profit or loss.

When an available-for-sale financial asset is considered to be impaired, cumulative gains or
losses previously recognized in other comprehensive income are reclassified to profit or loss in the
period.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment losses were recognized, the previously recognized impairment loss is reversed through
profit or loss to the extent that the carrying amount of the asset at the date the impairment is reversed
does not exceed what the amortized cost would have been had the impairment not been recognized.

In respect of available-for-sale equity securities, impairment losses previously recognized in
profit or loss are not reversed through profit or loss. Any increase in fair value subsequent to
impairment loss is recognized directly in other comprehensive income and accumulated in the
investment revaluation reserve. In respect of available-for-sale debt securities, impairment losses are
subsequently reversed through profit or loss if an increase in the fair value of the investment can be
objectively related to an event occurring after the recognition of the impairment loss.

Financial Liabilities at Fair Value Through Profit or Loss
A financial liability is classified as held for trading if:

* it has been incurred principally for the purpose of repurchasing in the near future;
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* on initial recognition it is part of a portfolio of identified financial instruments that we
manage together and has a recent actual pattern of short-term profit-taking; or

*  itisa derivative that is not a designated and effective hedging instrument.

A financial liability other than a financial liability held for trading or contingent
consideration that may be paid by an acquirer as part of a business combination may be designated as
at fair value through profit or loss upon initial recognition if:

* such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise;

» the financial liability forms part of a group of financial assets or financial liabilities or
both, which is managed and its performance is evaluated on a fair value basis, in
accordance with the Group’s documented risk management or investment strategy, and
information about the grouping is provided internally on that basis; or

* it forms part of a contract containing one or more embedded derivatives, and IAS 39
permits s the entire combined contract to be designated as at fair value through profit or
loss.

Financial liabilities at fair value through profit or loss are stated at fair value, with any gains or
losses arising on remeasurement recognized in profit or loss. The net gain or loss recognized in profit or
loss incorporates any interest paid and dividends paid.

Other Financial Liabilities

Other financial liabilities including borrowings, short-term financing bills payables, due to
banks and other financial institutions, accounts payable to brokerage clients, other payables and
accruals, bonds payable and financial assets sold under repurchase agreements are subsequently
measured at amortized cost, using the effective interest method.

Derivative Financial Instruments and Embedded Derivatives

Derivatives are initially recognized at fair value at the date derivative contracts are entered into
and are subsequently remeasured to their fair value at the end of each reporting period. The resulting
gain or loss is recognized in profit or loss immediately. Derivatives embedded in non-derivative host
contracts are treated as separate derivatives when they meet the definition of a derivative, their risks
and characteristics are not closely related to those of the host contracts and the host contracts are not
measured at fair value with changes in fair value recognized in profit or loss.

Repurchase Agreements and Resale Agreements

Financial assets sold subject to repurchase agreements, which do not result in derecognition of the
financial assets, are continued to be recorded as financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments or “available-for-sale financial assets” as appropriate. The
corresponding liability is included in “financial assets sold under repurchase agreements”. Consideration
paid for financial assets held under agreements to resell are recorded as “financial assets held under resale
agreements”. Financial assets sold under repurchase agreements and financial assets held under resale
agreements are initially measured at fair value and are subsequently measured at amortized cost using the
effective interest method.
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Securities Lending

We lend securities to clients and the cash collateral balances required under the securities
lending agreements and the interest arisen from the cash collateral are included in “accounts payable to
brokerage clients”. For those securities held by the Group that are lent to clients, they are not
derecognized and are continued to be recorded as available-for-sale financial assets.

Fair Value of Financial Instruments

The Group uses valuation techniques to estimate the fair value of financial instruments which
are not quoted in an active market. These valuation techniques include the use of recent transaction
prices of the same or similar instruments, discounted cash flow analysis and option pricing models. To
the extent practical market observable inputs and data, such as interest rate yield curves, foreign
currency rates and implied option volatility, are used when estimating fair value through a valuation
technique. Where market observable inputs are not available, they are estimated using assumptions that
are calibrated as closely as possible to market observable data. However, areas such as the credit risk
of the Group and the counterparty, volatility and correlations require management to make estimates.
Changes in assumptions about these factors could affect the estimated fair value of financial
instruments.

Impairment of Available-for-sale Financial Assets

The determination of whether an available-for-sale investment is impaired requires significant
judgment. For listed available-for-sale equity investments, a significant or prolonged decline in fair
value below cost is considered to be objective evidence of impairment. Judgment is required when
determining whether a decline in fair value has been significant or prolonged. In making this judgment,
the Group evaluates the duration and extent to which the fair value of an investment is less than its
cost. In assessing whether it is prolonged, the decline is evaluated against the period in which the fair
value of the asset has been below its original cost at initial recognition. In assessing whether it is
significant, the decline in fair value is evaluated against the original cost of the asset at initial
recognition. The Group also takes into account other factors, such as the historical data on market
volatility and the price of the specific investment, significant changes in technology, markets,
economics or the law, as well as industry and sector performance and the financial information
regarding the investee that provides evidence that the cost of the equity securities may not be
recovered. Judgment is also required to determine whether historical performance remains
representative of current and future economic conditions.

Fair Value of Available-for-sale Financial Assets with Restriction on Disposal

For available-for-sale financial assets which are subject to legally enforceable restriction that
prevents the holders from disposing them within the specified period, the fair value of these securities
are made based on quoted market rates adjusted for specific features of the instrument. The estimation
of fair value of these instruments includes some assumptions not supported by observable market
prices or rates.

Income Taxes

There are certain transactions and activities for which the ultimate tax determination is
uncertain during the ordinary course of business. Where the final tax outcome of these matters is
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different from the amounts that were initially estimated, such differences will impact the current
income tax and deferred income tax in the period during which such a determination is made. The
realisation of a deferred tax asset mainly depends on whether sufficient future profits or taxable
temporary differences will be available in the future. In cases where it becomes probable that sufficient
profits or taxable temporary differences are expected to be generated, deferred tax assets would be
recognized in profit or loss in that period. On the contrary, if sufficient profits or taxable temporary
differences are not expected to be generated, deferred tax assets would be reversed in profit or loss in
that period.

Determination of Consolidation Scope

All facts and circumstances must be taken into consideration in the assessment of whether the
Group, as an investor, controls the investee. The principle of control sets out the following three
elements of control: (a) power over the investee; (b) exposure, or rights, to variable returns from
involvement with the investee; and (c) the ability to use power over the investee to affect the amount of
the investor’s returns.

An investor’s initial assessment of control or its status as a principal or an agent would not
change simply because of a change in market conditions (e.g. a change in the investee’s returns driven
by market conditions), unless the change in market conditions changes one or more of the three
elements of control listed above or changes the overall relationship between a principal and an agent.
At the end of each reporting period, the Group assesses the variable returns arising from other equities
and uses plenty of judgments, in combination with historical exposure to variable returns, to determine
the consolidation scope.

PRINCIPAL COMPONENTS OF CONSOLIDATED INCOME STATEMENTS
Revenue

Our revenue primarily consists of commission and fee income, interest income and net
investment gains.

Commission and Fee Income

Our commission and fee income mainly derives from our brokerage and securities financing,
investment management and investment banking businesses.

*  Brokerage and Securities Financing. We generate commission and fee income from
securities brokerage business by trading stocks, bonds and funds on behalf of our clients
and distribution financial products issued by financial institutions. Commission and fee
income from securities brokerage business mainly depends on the trading volume and the
level of our commission and fee rates. Commission and fee income from securities
brokerage business also includes those as a result of our securities financing business,
which mainly depends on the scale and the level of commission and fee rates of our
securities financing business. In addition, we generate commission and fee income in our
futures brokerage business by trading futures on behalf of our clients.

*  Investment Management. We generate asset management and performance fees from our
investment management business by managing our clients’ assets and investment
portfolios. Income from our investment management business is mainly affected by the
size of our AUM and return earned for our clients.
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*  Investment Banking. We generate underwriting, sponsors and financial advisory fee
income from our investment banking business by providing equity underwriting and
sponsorship, debt underwriting as well as financial advisory services. Income from our
equity underwriting and sponsorship and debt underwriting businesses is mainly driven by
the transaction volume and commission rates. Income from our financial advisory services
mainly depends on the complexity of the transactions, which affects our fees for individual
transactions, as well as the number of financial advisory transactions completed in any
given period.

In addition, a portion of our commission and fee income is derived from the consultancy fees
from provision of various securities research services to institutional clients, and commission and fees
received from conducting businesses such as equity and debt underwriting and asset management by
Orient Finance Hong Kong through its wholly-owned subsidiaries.

Interest Income

Our interest income mainly derives from our securities financing business, bank balances, and
other businesses.

»  Securities financing. We generate interest income primarily from our securities financing
business, including (i) margin financing and securities lending, and (ii) collateralized stock
repurchase and repurchase agreement transactions. Interest income from our securities
financing business depends on the principal amount of financing we extend to our clients
and the interest rates agreed between clients and us.

*  Bank balances. We receive interest income from banks for cash balance held on behalf of
brokerage clients as well as our own cash balance. Cash balance held on behalf of
brokerage clients are primarily affected by the overall level of trading activities of our
securities and futures brokerage businesses.

*  Others. Our other interest income primarily includes interest income from (i) our entrusted
loan business and (ii) our offshore lending businesses.

Net Investment Gains

We hold various types of financial assets, including financial assets at fair value through profit
or loss, available-for-sale investments and held-to-maturity investments. Our net investment gains
include (i) realized gains or losses from disposal of the relevant financial assets, (ii) dividends and
interest income from the relevant financial assets, and (iii) gains or losses from changes of fair value of
our financial instruments at fair value through profit or loss, excluding third-party interests in our
consolidated investment funds.

Other Income and Gains

Our other income and gains primarily include government grants, foreign exchange gains or
losses, rental income from sublease, gains or losses on disposal of property, equipment and other
intangible assets, and others. Some of these items, such as government grants and gains or losses on
disposal of property, equipment and other intangible assets, may fluctuate from period to period and
may not occur in the future.
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Total Expenses

Our total expenses primarily include depreciation and amortization, staff costs, commission and
fee expenses, interest expenses, other operating expenses, and provision for/(reversal of) impairment
losses.

Depreciation and Amortization

Our depreciation and amortization relates primarily to depreciation of our property and
equipment and amortization of other intangible assets. Our depreciation and amortization are mainly
affected by the size of our branches network.

Staff Costs

Our staff costs primarily include salaries, bonuses and allowances, and social welfare and
contribution to annuity schemes paid to our management and other employees.

Commission and Fee Expenses

Our commission and fee expenses primarily include expenses incurred for our securities and
futures brokerage business. Expenses incurred for our investment banking business also accounted for
a small portion of our commission and fee expenses.

*  Securities and futures brokerage. Our securities and futures brokerage expenses primarily
include securities dealing expenses charged by the stock exchanges and other authorized
institutions for using their transaction and settlement systems as well as commissions paid
to our securities and futures brokerage agents by us.

*  [Investment banking. Our underwriting, sponsors and advisory fee expenses primarily
include commission expenses paid to other financial institutions for distributing the
securities that we underwrite.

Interest Expenses

Our interest expenses primarily include interest expenses on (i) accounts payable to brokerage
clients, (ii) financial assets sold under repurchase agreements, and (iii) our other financing instruments.

*  Accounts payable to brokerage clients. While we earn interest income on deposits we hold
on behalf of our clients, we also pay interest expenses on such deposits to our clients with
reference to prevailing benchmark interest rates announced by the PBOC.

*  Financial assets sold under repurchase agreements. In order to manage our liquidity, we
enter into short-term and long-term repurchase agreements with counterparties, such as
banks and other financial institutions, under which we incur interest expenses by selling
our financial assets, such as bonds, notes and margin loans receivable, to the counterparty
and agreeing to repurchase such assets at a predetermined price on the maturity date of the
repurchase agreement.

*  Financing instruments. We finance our operation by various financing instruments,
including short-term financing bills, corporate bonds, subordinated bonds, and pay
interests on such debt instruments.
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Other Operating Expenses

Our other operating expenses mainly include general and administrative expenses, business
taxes and surcharges, rental expenses, asset management scheme distribution expenses, communication
expenses, securities and futures investor protection funds and auditor’s remuneration. These expenses
depend on the size of our business and may increase in line with the expansion of our business scale.

Provision for/(Reversal of) Impairment Losses

Our provision for/(reversal of) impairment losses include provision for/(reversal of) impairment
losses recognized for our available-for-sale financial assets, and account receivables and other
receivables.

Share of Results of Associates

Our share of results of associates mainly include our share of the results of China Universal
during the Track Record Period.

Income Tax Expense

We are subject to income tax on an entity basis on profits arising in or derived from the
jurisdictions in which we are domiciled and operate. During the Track Record Period, the Company
and all of our PRC subsidiaries were subject to an EIT rate of 25.0% in accordance with the EIT law.
We enjoy certain beneficial tax treatment, including reduced or no enterprise income tax rates on
dividend income from our equity investments, distributions from securities investment funds, and
interest income from PRC government debt, local government bonds and railway bonds. Hong Kong
profit tax has been calculated at the rate of 16.5% on the estimated assessable profits during the Track
Record Period. Our effective income tax rate was 13.4%, 19.6%, 22.4%, 22.1% and 17.2% for 2013,
2014 and 2015 and the three months ended March 31, 2015 and 2016, respectively. As of the Latest
Practicable Date and during the Track Record Period, we fulfilled all our tax obligations and did not
have any unresolved tax disputes.
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RESULTS OF OPERATIONS
The following table summarizes our results of operations for the periods indicated:

Three months ended

Year ended December 31, March 31,
2013 2014 2015 2015 2016
(unaudited)

(RMB in millions)

Revenue

Commission and fee income . ...................... 1,783.8  2,459.9 6,621.0 1,262.2 1,330.3

Interestincome ........... ... .. ... .. ... 606.5 1,446.2 4,289.7 734.0 1,1244

Net investment gains . ................coouuuienn.. 2,149.3  3,906.3 9,341.9 3,117.8 345.5

Totalrevenue . ......... ... ... ... ... ............ 4,539.6 17,8124 20,252.6 5,114.0 2,800.2

Other income and gains . .......................... 46.9 75.5 206.7 (1.3) (42.7)
Total revenue and other income ................... 4,586.5 7,887.9 20,459.3 5,112.7 2,757.5

Depreciation and amortization ...................... (152.4) (148.6) (149.8) (37.0) (41.9)
Staffcosts ... ..o (1,105.5) (1,447.7) (3,826.7) (1,163.0) (403.3)
Commission and fee expenses ...................... (163.6) (260.4) (791.0) (128.9) (107.6)
Interest eXpenses .. ......oovi i (1,261.0) (2,209.8) (4,548.5) (882.3) (1,333.2)
Other operating eXpenses .. ................ooeuen... (821.7) (1,018.8) (2,080.9) (406.6) (370.8)
(Provision for)/ reversal of impairment losses .......... (71.8) (5.0) 0.4 (0.9) (0.4)
Total expenses . .................ouiueineinannn.. (3,576.0) (5,090.3) (11,396.5) (2,616.9) (2,256.4)
Share of results of associates ....................... 123.7 136.1 436.3 19.9 68.1

Profit before incometax . . ........................ 1,134.2  2,933.7 9,499.1 2,515.7 569.2

Income tax eXpense . ............otiiiiiniianan.. (151.9) (575.0) (2,124.9) (555.9) (98.0)
Profit for the year/period ......................... 982.3 2,358.7 7,374.2  1,959.8 471.2

The following discussion is a comparative analysis of the major components of our operating
results for 2013, 2014 and 2015 and the three months ended March 31, 2015 and 2016.

Revenue
The following table sets forth a breakdown of our revenue for the periods indicated:

Three months

Year ended December 31, ended March 31,
2013 2014 2015 2015 2016
(unaudited)
(RMB in millions)

Commission and fee income .. ......................... 1,783.8 2,4599 6,621.0 1,262.2 1,330.3
Interestincome . .......... . . ... 606.5 1,446.2 4,289.7 734.0 11,1244
Net investment gains ... ...........uiuineneenenenan .. 2,149.3 3,906.3 9,3419 3,117.8 345.5
Totalrevenue . ............... . .. ... 4,539.6 17,8124 20,252.6 5,114.0 2,800.2

Our total revenue increased by 72.1% from RMB4,539.6 million in 2013 to
RMB7,812.4 million in 2014, and further increased by 159.2% to RMB20,252.6 million in 2015. This
reflected increases from all of our revenue sources during the corresponding period. However, Our
total revenue decreased by 45.2% from RMBS5,114.0 million for the three months ended March 31,
2015 to RMB2,800.2 million for the three months ended March 31, 2016, due mainly to the weak
performance of our securities sales and trading business.
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Commission and Fee Income

The following table sets forth a breakdown of our commission and fee income for the periods

indicated:

Three months
Year ended December 31, ended March 31,

2013 2014 2015 2015 2016
(unaudited)

(RMB in millions)

Commission on securities dealing, broking and handling

feeincome ......... . ... 1,181.7 1,544.5 4,069.8  690.5  502.5
Commission on futures and options contracts dealing,

broking and handling fee income .................. 130.1 125.8 181.8 423 50.1
Asset management fee income . ................... .. 2144 281.7 1,396.0 2289  226.8
Underwriting, sponsors and financial advisory fee

INCOME .ttt et et 229.0 4604  899.5  276.1  459.0
Consultancy fee income ........................... 28.6 47.5 73.9 24.4 91.9
Total ... . . 1,783.8 2,459.9 6,621.0 1,262.2 1,330.3

Comparison between the three months ended March 31, 2016 and the three months ended
March 31, 2015

Our commission and fee income increased moderately by 5.4% from RMB1,262.2 million for
the three months ended March 31, 2015 to RMB1,330.3 million for the three months ended March 31,
2016. This was primarily a result of:

Commission on securities dealing, broking and handling fee income. Commission on
securities dealing, broking and handling fee income decreased by 27.2% from RMB690.5
million for the three months ended March 31, 2015 to RMBS502.5 million for the three
months ended March 31, 2016, primarily due to a decrease of our average stock and fund
brokerage commission rate of securities branches from 6.3bps in the first quarter of 2015
to 4.8bps in the first quarter of 2016 and a decrease in trading volume from RMB1,062.7
billion for the three months ended March 31, 2015 to RMB&838.6 billion for the three
months ended March 31, 2016 as a result of the weak performance of the A share market
compared with the same period in 2015;

Commission on futures and options contracts dealing, broking and handling fee income.
Commission on futures and options contracts dealing, broking and handling fee income
increased by 18.4% from RMB42.3 million for the three months ended March 31, 2015 to
RMB50.1 million for the three months ended March 31, 2016, primarily due to a year-on-
year increase in transaction volumes of commodity futures, the commission rate of which
is relatively high compared with other products;

Asset management fee income. Our asset management fee income decreased slightly by
0.9% from RMB228.9 million for the three months ended March 31, 2015 to RMB226.8
million for the three months ended March 31, 2016, primarily due to a decrease of our
performance fee as a result of the weak performance of the A share market compared with
the same period of 2015, which offset a modest increase in asset management fees.

Underwriting, sponsors and financial advisory fee income. Our underwriting, sponsors
and financial advisory fee income increased by 66.2% from RMB276.1 million for the
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three months ended March 31, 2015 to RMB459.0 million for the three months ended
March 31, 2016, primarily due to the increase in transaction volume of corporate bonds
and enterprise bonds underwritten by us; and

Consultancy fee income. Our consultancy fee income increased by 276.6% from RMB24.4
million for the three months ended March 31, 2015 to RMB91.9 million for the three
months ended March 31, 2016.

Comparisons between 2015 and 2014

Our commission and fee income increased by 169.2% from RMB2,459.9 million in 2014 to
RMB6,621.0 million in 2015. This was primarily a result of:

Commission on securities dealing, broking and handling fee income. Commission on
securities dealing, broking and handling fee income increased by 163.5% from
RMB1,544.5 million in 2014 to RMB4,069.8 million in 2015, primarily due to the
significant growth of the trading volume in our securities brokerage business. Our trading
volume of stocks and funds on behalf of our clients increased significantly from
RMB2,014.8 billion in 2014 to RMB6,511.4 billion in 2015 as a result of a surge in
trading activities in the A share market in 2015, especially during the first half of 2015.
This was partially offset by a decrease in our average stock and fund brokerage
commission rate of securities branches from 6.9 bps in 2014 to 5.4 bps in 2015, as we
continued to provide a market competitive commission rate for the basic brokerage
services offered to our clients. In addition, the trading volume of our margin financing and
securities lending accounts also increased significantly as confidence of the market
improved and total volume of securities financing business increased. This was partially
affected by the decrease in the trading volume of A share market for the second half of
2015, resulting in a slowed increase in our commission and fee income on securities
brokerage;

Commission on futures and options contracts dealing, broking and handling fee income.
Commission on futures and options contracts dealing, broking and handling fee income
also increased from RMB125.8 million in 2014 to RMB181.8 million in 2015, primarily
due to a significant year-on-year increase in transaction volumes of futures after the launch
of two major futures contracts, “SSE 50 Index Futures” and “CSI 500 Index Futures”.
However, as various restrictive policies on capital markets came into effect starting from
the third quarter of 2015, the market condition changed significantly, which resulted in a
significant decrease in the trading volume of financial futures transactions and decline in
our income;

Asset management fee income. Our asset management fee income increased by 395.6%
from RMB281.7 million in 2014 to RMB1,396.0 million in 2015. This was primarily due
to the strong performance of the A share market in the first half of 2015, resulting in the
strong performance of our asset management schemes, and hence a significant increase in
our performance fees received in 2015. The increase of our asset management fee income
was also due to the increase of our asset management fees, which was a result of the
increased AUM. The AUM of our asset management schemes and funds grew by 141.9%
from RMB44,593.9 million in 2014 to RMB107,870.5 million in 2015;

Underwriting, sponsors and financial advisory fee income. Our underwriting, sponsors
and financial advisory fee income increased by 95.4% from RMB460.4 million in 2014 to
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RMB899.5 million in 2015 primarily due to the diversification of our financial advisory
business, large-sized M&A and restructuring transactions undertaken by us in 2015, and
more NEEQ securities recommendation and listing businesses provided by us, all of which
resulted in a higher financial advisory fees. In addition, there was also significant increases
in our debt underwriting fees as well as underwriting and sponsors fees received in
connection with [POs and secondary offering transactions; and

Consultancy fee income. Our consultancy fee income increased by 55.6% from RMB47.5
million in 2014 to RMB73.9 million in 2015.

Comparisons between 2014 and 2013

Our commission and fee income increased by 37.9% from RMBI1,783.8 million in 2013 to
RMB2,459.9 million in 2014. This was primarily due to:

Commission on securities dealing, broking and handling fee income. Commission on
securities dealing, broking and handling fee income increased by 30.7% from
RMB1,181.7 million in 2013 to RMB1,544.5 million in 2014, primarily due to the growth
of our securities brokerage business as a result of the expansion of our margin financing
and securities lending business. As the overall trading volume of stocks and funds
increased due to the improvement in the A share market, our trading volume of stocks and
funds on behalf of our clients increased from RMB1,393.5 billion in 2013 to RMB2,014.8
billion in 2014 as a result of an increase in trading activities in the A share market since
the second half of 2014. This was partially offset by a decrease in our average stock and
fund brokerage commission rate of securities branches from 7.7bps in 2013 to 6.9 bps in
2014 due to the increased competition in the market for the brokerage clients;

Commission on futures and options contracts dealing, broking and handling fee income.
Commission on futures and options contracts dealing, broking and handling fee income
decreased slightly by 3.3% to RMB125.8 million in 2014 from RMB130.1 million in 2013
primarily due to a decrease of our average commission rates from 0.11 bps in 2013 to 0.06
bps in 2014, which was partially offset by an increase in the volume of our futures
brokerage transaction in 2014;

Asset management fee income. Our asset management fee income increased by 31.4%
from RMB214.4 million in 2013 to RMB281.7 million in 2014 primarily due to the
improvement in the A share market starting from the second half of 2014, which led to an
overall stronger performance of our asset management schemes. This in turn led to an
increase in our performance fees received. The AUM of our asset management schemes
and funds also grew slightly from RMB40,243.8 million as of December 31, 2013 to
RMB44,593.9 million as of December 31, 2014, resulting in a higher asset management
fees received by us in 2014 compared with 2013;

Underwriting, sponsors and financial advisory fee income. Our underwriting, sponsors
and financial advisory fee income increased by 101.0% from RMB229.0 million in 2013
to RMB460.4 million in 2014 primarily due to a significant increase in the number and
transaction volume of equities and bonds offerings underwritten by us. The growth of our
IPOs underwriting and sponsorship business was mainly attributable to the resumption of
A share IPOs approval process by the CSRC in 2014. The increase in the number of M&A
and restructuring transactions and the increase in the number of NEEQ securities
recommendation and listing transactions led to a higher amount of financial advisory fees;
and
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*  Consultancy fee income. Our consultancy fee income increased by 66.1% from

RMB28.6 million in 2013 to RMB47.5 million in 2014.

Interest Income

The following table sets forth a breakdown of our interest income for the periods indicated:

Three months

Year ended December 31, ended March 31,
2013 2014 2015 2015 2016
(unaudited)
(RMB in millions)

Interest income from advances to customers and securities

lending . ... 193.6 395.7 1,429.7 263.9 237.1
Interest income from financial assets held under resale

AGIECIMENTS . . o o v vt et ettt e et et e 89.0 6343 1,715.6 307.4 547.2
Interest income from deposits with exchanges and non-bank

financial institutions and bank balances .................... 3234 407.7 1,053.2 1494 284.2
Others ... . 0.5 8.5 91.2 133 55.9
Total . ... ... . . 606.5 1,446.2 4,289.7 734.0 1,124.4

Comparison between the three months ended March 31, 2016 and the three months ended

March 31, 2015

Our interest income increased by 53.2% from RMB734.0 million for the three months ended
March 31, 2015 to RMBI1,124.4 million for the three months ended March 31, 2016. This was
primarily a result of the growth in our collateralized stock repurchase business.

Interest income from advances to customers and securities lending. Interest income from
advances to customers and securities lending decreased by 10.2% from RMB263.9 million
for the three months ended March 31, 2015 to RMB237.1 million for the three months
ended March 31, 2016, primarily due to the weak performance of the A share market,
which negatively impacted the margin financing and securities lending activities of our
customers. The balance of margin financing and securities lending decreased from
RMB16,314.5 million as of March 31, 2015 to RMB9,985.7 million as of March 31, 2016;

Interest income from financial assets held under resale agreements. Interest income from
financial assets held under resale agreements increased by 78.0% from RMB307.4 million
for the three months ended March 31, 2015 to RMB547.2 million for the three months
ended March 31, 2016, primarily due to a substantial increase of our collateralized stock
repurchase business as we continued to focus on developing such business. The balance of
financial assets held under resale agreement for our collateralized stock repurchase
business increased from RMB15,848.7 million as of March 31, 2015 to RMB26,704.0
million as of March 31, 2016;

Interest income from deposits with exchanges and non-bank financial institutions and
bank balances. Interest income from deposits with exchanges and non-bank financial
institutions and bank balances increased by 90.2% from RMB149.4 million for the three
months ended March 31, 2015 to RMB284.2 million for the three months ended March 31,
2016, primarily due to the increase of our own cash and bank balances as well as the cash
balance held on behalf of brokerage clients; and
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Others: Other interest income increased from RMBI13.3 million for the three months
ended March 31, 2015 to RMB55.9 million for the three months ended March 31, 2016,
primarily due to the significant increase of the interest income generated from entrusted
loans carried out by Orient Securities Capital Investment as well as the lending business
carried out by Orient Finance Hong Kong.

Comparisons between 2015 and 2014

Our

interest income increased by 196.6% from RMBI1,446.2 million in 2014 to

RMB4,289.7 million in 2015. This was primarily as a result of the substantial growth of our securities
financing business and the increase of cash balance with financial institutions.

Interest income from advances to customers and securities lending. Interest income from
advances to customers and securities lending increased by 261.3% from RMB395.7
million in 2014 to RMB1,429.7 million in 2015, primarily due to the upward trend of the
overall A share market in 2015, especially the first half of 2015. The balance of margin
financing and securities lending increased from RMB9,777.0 million in 2014 to
RMB13,571.0 million in 2015;

Interest income from financial assets held under resale agreements. Interest income from
financial assets held wunder resale agreements increased by 170.5% from
RMB634.3 million in 2014 to RMB1,715.6 million in 2015, primarily due to a substantial
increase of our collateralized stock repurchase business in 2015 as we continued to focus
on developing such business. The balance of financial assets held under resale agreement
for our collateralized stock repurchase business increased from RMB12,117.6 million in
2014 to RMB24,100.3 million in 2015;

Interest income from deposits with exchanges and non-bank financial institutions and
bank balances. Interest income from deposits with exchanges and non-bank financial
institutions and bank balances increased by 158.3% from RMB407.7 million in 2014 to
RMB1,053.2 million in 2015, primarily due to an increase in our cash balance held on
behalf of brokerage clients as a result of favorable market conditions and more active
trading activities in the first half of 2015, as well as an increase in our own cash balance as
a result of our successful IPO on the A share market in March 2015 and increased external
financing; and

Others: Other interest income increased significantly from RMBS8.5 million in 2014 to
RMB91.2 million in 2015 primarily due to the significant increase of other interest income
from the lending business carried out by Orient Finance Hong Kong since 2015, as well as
the interest income from entrusted loans carried out by Orient Securities Capital
Investment since 2015.

Comparisons between 2014 and 2013

Our interest income increased by 138.5% from RMB606.5 million in 2013 to RMB1,446.2
million in 2014. This was primarily as a result of the substantial growth of our securities financing
business and the increase of cash balance with financial institutions.

Interest income from advances to customers and securities lending. Interest income from
advances to customers and securities lending increased by 104.4% from RMBI193.6
million in 2013 to RMB395.7 million in 2014, primarily due to the substantial growth of
the overall A share market in 2014. The balance of our margin financing and securities
lending increased significantly from RMB2,801.4 million as of December 31, 2013 to
RMB9,777.0 million as of December 31, 2014;
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Interest income from financial assets held under resale agreements. Interests from
financial assets held under resale agreements increased significantly by 612.7% from
RMBg9.0 million in 2013 to RMB634.3 million in 2014, primarily due to a substantial
increase of our collateralized stock repurchase business that we launched in the second
half of 2013. The balance of financial assets held under resale agreement for our
collateralized stock repurchase business increased significantly from RMB2,073.0 million
as of December 31, 2013 to RMB12,117.6 million as of December 31, 2014;

Interest income from deposits with exchanges and non-bank financial institutions and
bank balances. Interest income from deposits with exchanges and non-bank financial
institutions and bank balances increased by 26.1% from RMB323.4 million in 2013 to
RMB407.7 million in 2014, primarily due to an increase in our cash balance held on
behalf of brokerage clients as a result of favorable market conditions and more active
trading activities in 2014 and to a certain extent, an increase in our own cash balance as a
result of increased financing activities; and

Others: We launched entrusted loan business as part of our alternative investment business
in 2014, which generated an interest income of RMB7.5 million, resulting in a significant
increase in other interest income to RMBS8.5 million in 2014 from RMBO0.5 million in

2013.

Net Investment Gains

The following table sets forth a breakdown of our net investment gains for the periods

indicated:

Three months

Year ended December 31, ended March 31,
2013 2014 2015 2015 2016
(unaudited)

(RMB in millions)

Net realised gains from disposal of available-for-sale financial

ASSCLS o vttt e e 282.8 8764 3,186.2 7350 719.8
Dividend income and interest income from available-for-sale

financial assets . ............. ... ... 1,473.8 1,889.7 2,166.5 508.8 530.9
Net realised (losses)/gains arising from disposal of financial

assets at fair value through profitorloss ................. (258.4) 404.0 2,023.8 566.0 (653.7)
Dividend income and interest income from financial assets at

fair value through profitorloss ........................ 5334 551.7 1,618.0 2163 236.3
Net realised gains/(losses) arising from financial liabilities at

fair value through profitorloss ........................ 0.4 0.1 1.5 0.5) (3.
Interest income from held-to-maturity investments ........... 67.4 69.9 66.3 16.9 15.3
Net realised gains/(losses) arising from derivative financial

INSTIUMENTS . o .ottt et e et 192.1  (135.2) 42) (925 (395
Unrealised fair value change of financial assets at fair value

through profitorloss............ ... ... .. ... ... ..... (150.4) 309.3 4544 11,0879 (512.3)

Unrealised fair value change of financial liabilities at fair value

through profitorloss............ ... ... .. ... ... ..... (79.4)  (80.6) 9.8 (9.0) (296.1)
Unrealised fair value change of derivative financial

INSIIUMENTS . . oo ottt et 87.6 15.6  (193.4) 78.3  308.1
Others ... ...ttt — 5.4 13.0 10.6 3.8
Total ... 