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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the

following meanings:

72021 Third EGM” or “EGM”

“2021 First Class Meeting for
A Shareholders” or “Class
Meeting for A Shareholders”

“2021 First Class Meeting for
H Shareholders” or “Class
Meeting for H Shareholders”

“A Rights Share(s)”

“A Share Rights Issue Record
Date”

“A Share Rights Issue”

“A Shareholder(s)”

“A Share(s)”

the 2021 third extraordinary general meeting of the Bank
to be held at Main Conference Room, 1/F, Head Office of
China Zheshang Bank, No. 288, Qingchun Road,
Hangzhou, Zhejiang, the PRC at 2:30 p.m. on Tuesday,
November 23, 2021

the 2021 first class meeting for A Shareholders of the
Bank to be held at Main Conference Room, 1/F, Head
Office of China Zheshang Bank, No. 288, Qingchun
Road, Hangzhou, Zhejiang, the PRC on Tuesday,
November 23, 2021, immediately after the conclusion of
the 2021 Third EGM

the 2021 first class meeting for H Shareholders of the
Bank to be held at Main Conference Room, 1/F, Head
Office of China Zheshang Bank, No. 288, Qingchun
Road, Hangzhou, Zhejiang, the PRC on Tuesday,
November 23, 2021, immediately after the conclusion of
the 2021 Third EGM and the 2021 First Class Meeting for
A Shareholders

the new A Share(s) proposed to be placed and issued to
the Qualified A Shareholders pursuant to the A Share
Rights Issue (less any A Shares not taken up by the
A Shareholders)

a date to be determined by the Board or its authorized
person(s) by reference to which entitlements to the

A Share Rights Issue are to be determined

the proposed issue of up to 5,014,409,033 A Rights
Shares at the Rights Issue Price on the basis of up to three
(3) A Rights Shares for every ten (10) existing A Shares
held on the A Share Rights Issue Record Date

holder(s) of A Shares
the Bank’s ordinary share(s) of RMB1.00 each, which are

listed on the Shanghai Stock Exchange (stock code:
601916) and traded in RMB



DEFINITIONS

“Articles of Association”

“Bankn

“Board” or “Board of Directors”

“Board of Supervisors”

“CBIRC”

“CBRC”

“China Clear”

“Class Meeting(s)”

“CSRC”

“Director(s)”

“Excluded Shareholder(s)”

“H Share Registrar”

the Articles of Association of the Bank, as amended,

supplemented or otherwise modified from time to time

China Zheshang Bank Co., Ltd. (#7RisR1TBMABRA
), a sino-foreign joint venture incorporated in the PRC
on April 16, 1993 in accordance with the PRC laws, and
reorganized to a joint-stock company with approval of the
China Banking Regulatory Commission on June 30, 2004
and the H Shares of which are listed on the Hong Kong
Stock Exchange (Stock Code: 2016), and the A Shares of
which are listed on the Shanghai Stock Exchange (Stock
Code: 601916)

the board of Directors of the Bank

the board of Supervisors of the Bank

China Banking and Insurance Regulatory Commission
former China Banking Regulatory Commission

China Securities Depository and Clearing Corporation
Limited

2021 First Class Meeting for A Shareholders and 2021
First Class Meeting for H Shareholders

China Securities Regulatory Commission
the director(s) of the Bank

Overseas Shareholder(s) whom the Board, based on
relevant opinions provided by legal advisers, considers it
necessary or expedient to exclude any such Overseas
Shareholder(s) from participating in the Rights Issue on
account either of the legal restrictions under the laws of
the place of his/her/their registered address(es) or the
requirements of the relevant regulatory body or stock
exchange in that place

Computershare Hong Kong Investor Services Limited



DEFINITIONS

“H Rights Share(s)”

“H Share Rights Issue Record

Date”

“H Share Rights Issue”

“H Share Rights Issue
Prospectus”

“H Shareholder(s)”

“H Shares”

“HKSCC”

“Hong Kong”

“Hong Kong dollars”

“Hong Kong Listing Rules”

“Hong Kong Stock Exchange”

“Nil-paid H Rights Share(s)”

the new H Share(s) proposed to be placed and issued to
the Qualified H Shareholders pursuant to the H Share
Rights Issue (less any H Shares not taken up by the
H Shareholders)

a date to be determined by the Board or its authorized
person(s) by reference to which entitlements to the
H Share Rights Issue are to be determined

the proposed issue of up to 1,366,200,000 H Rights
Shares at the Rights Issue Price on the basis of up to three
(3) H Rights Share for every ten (10) existing H Shares
held on the H Share Rights Issue Record Date

the prospectus in relation to the H Share Rights Issue to
be issued by the Bank and despatched to the
H Shareholders, which contains further details of the
H Share Rights Issue

holder(s) of the H Shares

overseas listed foreign shares of RMB1.00 each in the
share capital of the Bank, which are listed on the Hong
Kong Stock Exchange (stock code: 2016) and traded in
Hong Kong dollars

Hong Kong Securities Clearing Company Limited

the Hong Kong Special Administrative Region of the
PRC

Hong Kong dollars, the lawful currency of Hong Kong
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended,
supplemented or otherwise modified from time to time
The Stock Exchange of Hong Kong Limited

the rights to subscribe for H Rights Shares (in the form of

H Rights Shares in nil-paid form) before the Rights Issue
Price is paid



DEFINITIONS

“Overseas Shareholder(s)”

“Latest Practicable Date”

“PRC” or “China”

“PRC Southbound Trading
Investors”

“Qualified A Shareholder(s)”

“Qualified H Shareholder(s)”

“Record Date”

“Rights Issue”

“Rights Issue Price”

“Rights Share(s)”

“RMB ””

“Shanghai-Hong Kong Stock
Connect”

H Shareholder(s) whose name(s) appear(s) on the register
of members of the Bank on the H Share Rights Issue
Record Date and whose registered address(es) is/are in a
place outside Hong Kong

November 1, 2021, being the latest practicable date prior
to the printing of this circular for the purpose of
ascertaining certain information contained in this circular

the People’s Republic of China, excluding, for the
purposes of this circular, Hong Kong, the Special
Administrative Region of Macau and Taiwan

PRC investors holding the shares of Hong Kong listed
companies through China Clear as the nominees of
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong
Kong Connect (including enterprises and individuals)

A Shareholder(s) whose name(s) appear(s) on the register
of members of the Bank on the A Share Rights Issue
Record Date (excluding Excluded Shareholders)

H Shareholder(s) whose name(s) appear(s) on the register
of members of the Bank on the H Share Rights Issue
Record Date (excluding Excluded Shareholders)

A Share Rights Issue Record Date and/or H Share Rights
Issue Record Date

A Share Rights Issue and/or H Share Rights Issue

the final subscription price for the A Rights Shares and
the H Rights Shares to be offered pursuant to the Rights
Issue

A Rights Share(s) and/or H Rights Share(s)

Renminbi, the lawful currency of the PRC

the securities trading and clearing links programme
developed by the Hong Kong Stock Exchange, the
Shanghai Stock Exchange, HKSCC and China Clear for
the establishment of mutual market access between Hong
Kong and Shanghai



DEFINITIONS

“Share(s)”

“Shareholder(s)”

“Shenzhen-Hong Kong Stock
Connect”

“SSE Listing Rules”

“Supervisor(s)”

“%”

A Share(s) and/or H Share(s) of the Bank

holder(s) of Shares

the securities trading and clearing links programme
developed by the Hong Kong Stock Exchange, the
Shenzhen Stock Exchange, HKSCC and China Clear for
the establishment of mutual market access between Hong

Kong and Shenzhen

the Rules Governing the Listing of Stocks on The
Shanghai Stock Exchange

the supervisor(s) of the Bank

per cent
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November 3, 2021

To the Shareholders
Dear Sir or Madam,

PROPOSAL FOR RIGHTS ISSUE
PLAN ON PUBLIC ISSUANCE OF SHARES BY WAY OF RIGHTS ISSUE
AUTHORIZATION TO THE BOARD TO DEAL WITH MATTERS
RELATED TO RIGHTS ISSUE

CHANGE IN REGISTERED CAPITAL AND THE CORRESPONDING

AMENDMENTS TO RELEVANT CLAUSES IN THE ARTICLES OF ASSOCIATION
UPON THE COMPLETION OF RIGHTS ISSUE
FULFILLMENT OF ISSUE CONDITIONS OF RIGHTS ISSUE
REPORT ON THE USE OF PREVIOUSLY RAISED FUNDS
REPORT ON THE FEASIBILITY OF USE OF PROCEEDS FROM RIGHTS ISSUE
REMEDIAL MEASURES AND THE DILUTION OF
CURRENT RETURNS BY RIGHTS ISSUE TO ORIGINAL SHAREHOLDERS
SHAREHOLDERS’ RETURN PLAN FOR THE NEXT THREE YEARS (2022-2024)
AND
NOTICE OF 2021 THIRD EXTRAORDINARY GENERAL MEETING
NOTICE OF 2021 FIRST CLASS MEETING FOR H SHAREHOLDERS

I. INTRODUCTION

Reference is made to the announcement of the Bank dated October 28, 2021. The Board
of Directors invites you to attend the 2021 Third EGM and/or the 2021 First Class Meeting for
H Shareholders to be held at Main Conference Room, 1/F, Head Office of China Zheshang
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Bank, No. 288, Qingchun Road, Hangzhou, Zhejiang, the PRC, at 2:30 p.m. on Tuesday,
November 23, 2021. This circular aims to provide further details on matters set out in the above
announcement and the notices of the 2021 Third EGM and the 2021 First Class Meeting for H
Shareholders.

Prior to the commencement of the H Share Rights Issue, the Bank will make a further
announcement and issue the H Share Rights Issue Prospectus, which will contain all relevant
information on the Rights Issue, including the definitive basis on which the Rights Shares to
be issued, the maximum number of Rights Shares to be issued, the Rights Issue Price, the
period of closure of the register of members for the H Shares and the H Share Rights Issue
Record Date, the trading arrangements for H Rights Shares, the arrangements for the excess H
Rights Shares, the underwriting arrangements and the expected timetable of the Rights Issue.

As the proposal for Rights Issue is subject to, among others, the approval of the
Shareholders, the proposal for Rights Issue may or may not materialize. The proposal for
Rights Issue is conditional upon the fulfillment of the conditions set out in this circular.
If the conditions are not fulfilled, the Rights Issue will not proceed. Shareholders and
investors are advised to exercise caution when dealing in the Shares.

II. MATTERS TO BE CONSIDERED AT THE EGM AND/OR THE CLASS MEETING
FOR H SHAREHOLDERS

1. Proposal for Rights Issue

In order to enhance the Bank’s capital adequacy ratios, the overall competitiveness and
capability of sustainable development, the Bank proposes to issue A Rights Shares to the
Qualified A Shareholders and H Rights Shares to the Qualified H Shareholders. The proposal
for Rights Issue will include the following preliminary terms, but are subject to, among others,
the implementation of the proposal for Rights Issue and the actual market conditions:

(1) Class and Par Value of the Shares to be Issued

The classes of the Shares to be issued under the Rights Issue are A Shares and H
Shares with a par value of RMB1.00 per Share.

(2) Issuance Method

The issuance is conducted through rights issue of Shares to original Shareholders.
(3) Base, Proportion and Number of the Rights Issue

The A Share Rights Issue is proposed to be based on the total number of A Shares
after the trading hours on the A Share Rights Issue Record Date, and the allotment will

be made to all A Shareholders for Rights Issue on the basis of up to three (3) Shares for
every ten (10) Shares. The H Share Rights Issue is proposed to be based on the total

i
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number of H Shares on the H Share Rights Issue Record Date, and the allotment will be
made to all H Shareholders for Rights Issue on the basis of up to three (3) H Rights Shares
for every ten (10) H Shares. The fractions of less than one Rights Share will be dealt with
according to the relevant requirements of the stock exchanges and securities registration
and settlement institutions of the places where the securities are traded at. The
subscription portion of both A Shares and H Shares are the same.

If, based on the Bank’s total share capital of 21,268,696,778 Shares as at June 30,
2021, the number of Rights Shares is estimated to be not more than 6,380,609,033 Shares,
among which, the number of A Rights Shares would not exceed 5,014,409,033 Shares and
the number of H Rights Shares would not exceed 1,366,200,000 Shares. In the event that
the total share capital of the Bank changes due to any bonus issue, capital conversion
from capital reserve and other reasons before the Rights Issue, the number of Rights
Shares will be adjusted accordingly based on the total share capital after the change.

(4) Pricing Principle and Price for the Rights Shares

(I) Pricing Principle

1. The pricing shall take into account valuation indicators such as stock
prices, P/E ratios and P/B ratios of the Bank in the secondary market as
well as the development and Shareholders’ interests of the Bank;

2. The pricing shall take into account the core tier-one capital requirement
of the Bank for the next three years;

3. The pricing shall be in compliance with principles determined through
negotiation between the Bank and the sponsor institution(s)
(underwriter(s)).

(II) Rights Issue Price

The Rights Issue Price is determined by using market discount method based
on the trading conditions of A Shares and H Shares in the market prior to the
publication of the issuance announcement. The final Rights Issue Price will be
determined through the negotiation between those parties authorized by the Board
and the sponsor institution(s) (underwriter(s)) with reference to the market
conditions before the issuance. The Rights Issue Prices of A Shares and H Shares are
the same after exchange rate adjustments.

(5) Target Subscribers for the Rights Issue

In the Rights Issue, the target A Share subscribers for the Rights Issue will be all A
Shareholders of the Bank, who registered with the Shanghai branch of China Clear after
the trading hours on the A Share Rights Issue Record Date, and the target H Share

_8_
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subscribers for the Rights Issue will be all H Shareholders determined on the H Share
Rights Issue Record Date. The Record Date of the Rights Issue will be otherwise
determined after the approval of the proposal for Rights Issue by the CSRC.

(6) Distribution Plan for Accumulated Undistributed Profits Prior to the Rights Issue

The accumulated undistributed profits of the Bank prior to the Rights Issue shall be
shared by all Shareholders on a pro-rata basis of their shareholding after the completion
of the A Share Rights Issue and H Share Rights Issue.

(7) Time of Issuance

The Shares will be placed to all Shareholders at a suitable timing within the
stipulated period, after the approval from the regulatory authorities and the stock
exchanges for the Rights Issue is obtained.

(8) Method of Underwriting

A Share Rights Issue will proceed on a best effort basis, and H Share Rights Issue
will be fully underwritten.

(9) Use of Proceeds Raised in relation to the Rights Issue

The proceeds raised from the Rights Issue will not exceed RMBI18.0 billion
(inclusive). After deducting relevant issuance fees, the net proceeds raised from the
Rights Issue will entirely be applied for the replenishment of the Bank’s core tier-one
capital, to enhance the Bank’s capital adequacy ratio, support the sustainable and healthy
development of the Bank’s business in the future as well as strengthen the Bank’s capital
strength and overall competitiveness.

(10) Validity Period of the Resolution in relation to the Rights Issue

The effective period of the resolution on the Rights Issue shall be 12 months starting
from the date on which the resolution is approved by the Bank’s EGM, Class Meeting for
A Shareholders and Class Meeting for H Shareholders.

(11) Listing of the Shares to be placed

The A Shares placed will be listed on the Shanghai Stock Exchange according to the
relevant requirements after the completion of A Share Rights Issue.

The H Shares placed will be listed on the The Stock Exchange of Hong Kong
Limited according to relevant requirements after completion of H Share Rights Issue.



LETTER FROM THE BOARD

The implementation of the above resolutions is subject to the consideration by EGM,
Class Meeting for A Shareholders and Class Meeting for H Shareholders, and the approval by
the competent authorities such as the CBIRC and the CSRC, and is subject to the plan finally
approved by the CSRC.

Qualified H Shareholders

Subject to, among others, approval by the Shareholders at the relevant general meetings,
the Bank will send the H Share Rights Issue Prospectus to the Qualified H Shareholders,
including the PRC Southbound Trading Investors (and to the extent permitted by the relevant
laws, to the Excluded Shareholders for information purposes only). To qualify for the H Share
Rights Issue, a Shareholder must:

(i) be registered as a H Shareholder of the Bank on the H Share Rights Issue Record
Date; and

(i1)) not be an Excluded Shareholder.

Before the commencement of the H Share Rights Issue, the Bank will announce the date
by which the H Shareholders must lodge any transfer documents in relation to the existing H
Shares (together with the relevant H Share certificates) with the H Share Registrar, in order for
the transferee to become a H Shareholder of the Bank on or before the H Share Rights Issue
Record Date.

The PRC Southbound Trading Investors will not be excluded from participation in the H
Share Rights Issue.

PRC Southbound Trading Investors

The Board has made the relevant enquiries and was advised that the PRC Southbound
Trading Investors may participate in the H Share Rights Issue through China Clear. China Clear
will provide nominee services for the PRC Southbound Trading Investors to (i) sell (in full or
in part) their Nil-paid H Rights Shares on the Hong Kong Stock Exchange under the
Shanghai-Hong Kong Stock Connect and the Shenzhen-Hong Kong Stock Connect; and/or (ii)
subscribe (in full or in part) for their pro-rata entitlement in respect of their Shares held on the
H Share Rights Issue Record Date at the Rights Issue price under the H Share Rights Issue in
accordance with the relevant laws and regulations. However, China Clear will not support
applications by such PRC Southbound Trading Investors for excess H Rights Shares under the
H Share Rights Issue through Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong
Stock Connect. In addition, according to the PRC legal adviser of the Bank, the PRC
Southbound Trading Investors (or the relevant China Clear participants as the case may be)
whose stock accounts in China Clear are credited with Nil-paid H Rights Shares can only sell
those Nil-paid H Rights Shares on the Hong Kong Stock Exchange via China Clear under
Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock Connect, and can neither
purchase any Nil-paid H Rights Shares nor transfer such Nil-paid H Rights Shares to other PRC
Southbound Trading Investors.

— 10 =
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Save and except for the PRC Southbound Trading Investors and Qualified H Shareholders
who have been exempted by or have obtained the necessary and appropriate approvals from the
relevant PRC authorities in accordance with the applicable PRC laws and regulations,
according to the PRC legal adviser of the Bank, other Shareholders in the PRC are not entitled
to participate in the H Share Rights Issue.

H Share Rights Issue Record Date

The H Share Rights Issue Record Date and the trading arrangements for the Nil-paid H
Rights Shares will be determined by the Board later and once so determined, a further
announcement will be made by the Bank. The H Share Rights Issue is conditional upon the
fulfillment of the conditions set out under the section headed “Conditions of the H Share Rights
Issue” in this circular. The H Share Rights Issue Record Date will not precede the date of the
EGM, Class Meeting for A Shareholders and Class Meeting for H Shareholders, or the date on
which the relevant PRC governmental and regulatory approvals in relation to the Rights Issue
are granted to the Bank.

Trading of the H Rights Shares

Dealings in the H Rights Shares in both their nil-paid and fully-paid forms registered with
the H Share Registrar will be subject to the payment of stamp duty in Hong Kong. A further
announcement will be made by the Bank regarding the trading arrangements for the H Rights
Shares (in nil-paid and fully-paid forms) after such arrangements have been finalized by the
Board.

Status of the H Rights Shares

The H Rights Shares, when allotted and fully paid, will rank pari passu in all respects
with the H Shares then in issue. Holders of such fully-paid H Rights Shares will be entitled to
receive all future dividends and distributions which are declared, made or paid after the date
of allotment and issue of the H Rights Shares.

Rights of Overseas Shareholders

The H Share Rights Issue Prospectus will not be registered under the applicable securities
legislation of any jurisdiction other than Hong Kong. The Bank will make enquiries regarding
the feasibility of extending the H Share Rights Issue to the Overseas Shareholders. If, based
on the advice received from the relevant legal advisers, the Board considers that it is necessary
or expedient not to offer the H Rights Shares to certain Overseas Shareholders (who are
Excluded Shareholders) on account either of the legal restrictions under the laws of the place
of his/her/their registered address(es) or the requirements of the relevant regulatory body or
stock exchange in that place, the H Share Rights Issue will not be made available to the
Excluded Shareholders.

—11 =
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The Bank will send the H Share Rights Issue Prospectus to the Excluded Shareholders for
their information only, but the Bank will not send any provisional allotment letters or excess
application forms to the Excluded Shareholders.

Application for Excess H Rights Shares

Qualified H Shareholders of the Bank (other than the PRC Southbound Trading Investors)
may apply, by way of excess application, for any H Rights Shares to which unsold entitlements
of the Excluded Shareholders relate and for any H Rights Shares provisionally allotted to the
Qualified H Shareholders but not accepted.

Application for excess H Rights Shares may be made by completing the excess
application form to be despatched to the Qualified H Shareholders together with the H Share
Rights Issue Prospectus and lodging the same with a separate remittance for such excess H
Rights Shares. The Board will allocate the excess H Rights Shares at its discretion on a fair and
equitable basis but will give preference to topping-up odd lots to whole board lots. The
remaining excess H Rights Shares (if preference will be given) or all excess H Rights Shares
(if no preference will be given) will be allocated to the Qualified H Shareholders (other than
the PRC Southbound Trading Investors) who have applied for excess H Rights Shares on a
pro-rata basis with reference to their number of excess H Rights Shares applied for.

Conditions of the H Share Rights Issue

It is expected that the H Share Rights Issue will be conditional upon the fulfillment of the
following matters:

(i) the approval of the Rights Issue by the Shareholders at the EGM;

(i) the approval of the Rights Issue at the Class Meeting for H Shareholders and the
Class Meeting for A Shareholders, respectively;

(iii) the approval of the Rights Issue by the CSRC and other relevant regulatory
authorities;

(iv) the Listing Committee of the Hong Kong Stock Exchange agreeing to grant the
listing of, and permission to deal in, the H Rights Shares in their nil-paid and
fully-paid forms on the Hong Kong Stock Exchange, either unconditionally or
subject to such conditions which the Bank accepts and the satisfaction of such
conditions (if any) by no later than the date of the delivery of the H Share Rights
Issue Prospectus; and

(v) the delivery to the Hong Kong Stock Exchange and filing and registration of all

documents in relation to the H Share Rights Issue as required by laws to be filed to
and registered with the Companies Registry in Hong Kong.
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None of the above conditions for completion of the H Share Rights Issue may be waived
by the Bank or has been satisfied as of the Latest Practicable Date. If the conditions are not
fulfilled, the H Share Rights Issue will not proceed.

Conditions of the A Share Rights Issue

It is expected that the A Share Rights Issue will be conditional upon the fulfillment of the
following matters:

(i) the approval of the Rights Issue by the Shareholders at the EGM;

(i1) the approval of the Rights Issue at the Class Meeting for A Shareholders and the
Class Meeting for H Shareholders, respectively;

(iii) the approval of the Rights Issue by the CSRC and other relevant regulatory
authorities; and

(iv) the subscription of the A Rights Shares by the A Shareholders being at least 70% of
the A Share Rights Issue.

None of the above conditions for completion of the A Share Rights Issue may be waived
by the Bank or has been satisfied as of the Latest Practicable Date. If the conditions are not
fulfilled, the A Share Rights Issue will not proceed.

The H Share Rights Issue and the A Share Rights Issue are inter-conditional upon each
other.

Underwriting

The Bank intends to proceed with the H Share Rights Issue on a fully underwritten basis
by persons licensed or registered under the Hong Kong Securities and Futures Ordinance for
Type 1 regulated activity who are not connected persons of the Bank in accordance with Rule
7.19(1) of the Hong Kong Listing Rules and such underwriting will be conducted in accordance
with the requirements of the Hong Kong Listing Rules. Details of the underwriting
arrangement in relation to the Rights Issue will be provided to the Shareholders in a further
announcement on the Rights Issue to be issued by the Bank in due course. The A Share Rights
Issue will however proceed on a best effort basis as required under the applicable PRC laws
and regulations. Under the applicable PRC laws and regulations and as classified by the CSRC,
the A Share Rights Issue may only proceed if the subscription level of the A Rights Shares is
at least 70% of the A Share Rights Issue. The rights to subscribe for the A Shares which are
not taken up will lapse and no new A Shares will be issued or allotted pursuant to such rights.

As of the Latest Practicable Date, the Bank did not receive any undertaking from its
substantial Shareholders undertaking to take up his/her/its entitlement in full or in part.
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Theoretical Dilutive Effects

Taking into account the Rights Issue, the Bank confirms that, as at the Latest Practicable
Date, the Rights Issue will not result in a theoretical dilution effect of 25% or more under Rule
7.27B of the Hong Kong Listing Rules.

Publication of Further Announcement in Relation to the H Share Rights Issue and
Issuance of H Share Rights Issue Prospectus

Prior to the commencement of the H Share Rights Issue, the Bank will make an
announcement and issue the H Share Rights Issue Prospectus, which will contain all relevant
information on the Rights Issue, including the definitive basis on which the Rights Shares are
to be issued, the maximum number of the Rights Shares to be issued, the Rights Issue Price,
the period of closure of the register of members for the H Shares and the H Shares Right Issue
Record Date, the trading arrangements for H Rights Shares, the arrangements for the excess H
Rights Shares, the underwriting arrangements and the expected timetable of the Rights Issue.

Reasons for the Rights Issue and Use of Proceeds
Reasons for the Rights Issue of the Bank are as follows:

(1) Better Meeting the Capital Supervision Requirements and Enhancing the
Capability of Risk Resilience

In recent years, the CBIRC has been continuously tightening the capital supervision
of commercial banks. The Administrative Measures for the Capital of Commercial Banks
(for Trial Implementation) ( {FiZESRITEARE HHELGE1T)) ) issued by the CBRC in
2012 imposed strict and prudent regulations on the qualification standards and
measurement requirements of various types of capital. Since 2016, the People’s Bank of
China has been implementing a “macro and discreet assessment system” to guide
financial institutions of the banking industry to strengthen self-restrain and self-discipline
management from seven aspects including capital and leverage, assets and liabilities,
liquidity, pricing behavior, asset quality, cross-border financing risks and credit policy
implementation. And it is expected that starting from 2023, China will implement a
capital measurement method based on the Basel III: Final Plan for Post-crisis Reform. By
then, the measurement of various risk-weighted assets of the Bank will be affected to
varying degrees. As at June 30, 2021, the Bank’s consolidated capital adequacy ratio,
tier-one capital adequacy ratio and core tier-one capital adequacy ratio were 12.42%,
9.46% and 8.37%, respectively.

In order to better meet regulatory requirements and enhance the capacity of risk
resilience, it is necessary for the Bank to further increase the core tier-one capital
adequacy ratio through Rights Issue, leave space for the possible increase of regulatory
requirements and ensure the implementation of the long-term strategic development target
of the Bank, while satisfying the needs of future business development.
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(2) Supporting the Steady Business Development of the Bank and Further Serving
the Real Economy

With the steady development of the national economy and the acceleration of
financial market reforms, the operating environment of banks is undergoing a profound
change. At the same time, the domestic economy is in the stage of industrial restructuring.
To support the transformation and upgrading of the real economy, the domestic banks
need to maintain a stable and reasonable growth in the scale of credit grants. However,
the increase in the risk-weighted assets will cause the Bank to continue facing capital
pressures as its business develops. As at the end of June 2021, the total asset of the Bank
is RMB2,154.397 billion, representing an increase of 5.18% from the end of 2020; the
total amount of loan and advances issued was RMB1,272.137 billion, representing an
increase of 6.22% from the end of 2020, showing a steady growth trend.

To maintain a healthy and rapid development trend and effectively respond to the
rapid changes and challenges of the industry environment, the Bank needs to replenish the
capital required for business development, realize steady operation and further serve the
real economy through Rights Issue.

After deducting relevant issuance fees, the net proceeds raised from the Rights Issue will

entirely be applied for the replenishment of the Bank’s core tier-one capital, to enhance the

Bank’s capital adequacy ratio, support the sustainable and healthy development of the Bank’s

business in the future as well as strengthen the Bank’s capital strength and comprehensive

competitiveness.

Shareholding Structure of the Bank

For illustrative purpose, the following tables set out the Bank’s current shareholding

structure and the shareholding structure that may exist upon the completion of the Rights Issue,

assuming the Rights Issue is conducted on the basis of three (3) Rights Shares for every ten

(10) existing Shares and no change in the issued share capital of the Bank between the Latest

Practicable Date and the Record Date, and assuming:

(I)  Rights Shares are fully subscribed; or
(II) H Rights Shares under the H Share Rights Issue are fully subscribed by all Qualified

H Shareholders, and 70% of A Rights Shares under the A Share Rights Issue are
subscribed.
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Table under the assumption of scenario (I) (Rights Shares are fully subscribed) (for

illustrative purpose only):

Name of Shareholder

Non-public Shareholders
Zhejiang Financial Holdings and
its associates'
Directors, Supervisors and senior
management of the Bank®
Public A Shareholders
Public H Shareholders

Public Shareholders (Subtotal)
Total

As of the
Latest Practicable Date

Class of Number of
Shares Shares

A Share 2,655,443,774

A Share 3,622,600
A Share 14,055,630,404
H Share 4,554,000,000
A Share and
H Share  18,609,630,404
21,268,696,778

Asa
percentage of
total issued
share capital
of the Bank
(%)

12.49

0.02
66.09
21.41

87.49
100.00

Immediately after the
completion of the Rights Issue

Number of
Shares

3,452,076,906

4,709,380
18,272,319,525
5,920,200,000

24,192,519,525
27,649,305,811

Asa
percentage of
total issued
share capital
of the Bank
(%)

12.49

0.02
66.09
21.41

87.49
100.00

Table under the assumption of scenario (II) (H Rights Shares under the H Share Rights
Issue are fully subscribed by all Qualified H Shareholders, and 70% of A Rights Shares under
the A Share Rights Issue are subscribed) (for illustrative purpose only):

Name of Shareholder

Non-public Shareholders
Zhejiang Financial Holdings and
its associates'
Directors, Supervisors and senior
management of the Bank”
Public A Shareholders
Public H Shareholders

Public Shareholders (Subtotal)
Total

As of the
Latest Practicable Date

Class of Number of
Shares Shares

A Share 2,655,443,774

A Share 3,622,600
A Share 14,055,630,404
H Share 4,554,000,000
A Share and
H Share  18,609,630,404
21,268,696,778
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As a
percentage of
total issued
share capital
of the Bank
(%)

12.49

0.02
66.09
21.41

8§7.49
100.00

Immediately after the
completion of the Rights Issue

Number of

Shares

3,213,086,967

4,383,346
17,007,312,789
5,920,200,000

22,927,512,789
26,144,983,102

As a
percentage of
total issued
share capital
of the Bank
(%)

12,29

0.02
65.05
22.64

87.69
100.00
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Notes:

1. As at the Latest Practicable Date, Zhejiang Provincial Financial Holdings Co., Ltd. (“Zhejiang
Financial Holdings”) held 2,655,443,774 A Shares.

2. As at the Latest Practicable Date, the Directors held 808,000 A Shares in aggregate; and the Supervisors
held nil A Shares in aggregate; the senior management held 3,552,600 A Shares in aggregate (Mr. Zhang
Rongsen serves as both an executive Director of the Bank and a member of the senior management, and
holds 738,000 A Shares).

3. The Shares held by Zhejiang Financial Holdings and its associates as well as the Directors, Supervisors
and senior management of the Bank are not public shareholdings under the Hong Kong Listing Rules
and/or the SSE Listing Rules.

According to public information, as at the Latest Practicable Date, the Bank’s public float
percentage complies with the requirements under Rule 8.08 of the Hong Kong Listing Rules.
Upon the completion of the Rights Issue, the Bank’s public float percentage will continue to
comply with the requirements under Rule 8.08 of the Hong Kong Listing Rules.

To the best knowledge of the Bank, as at the Latest Practicable Date, the Rights Issue will
not increase the market capitalization of the Bank by more than 50%, which will require
minority Shareholders’ approval under Rule 7.19A(1) of the Hong Kong Listing Rules.

2. Plan on Public Issuance of Shares by Way of Rights Issue

A special resolution regarding the approval of the Resolution in relation to the Plan of
China Zheshang Bank Co., Ltd. on Public Issuance of Shares by Way of Rights Issue will be
proposed at the EGM and the Class Meeting for H Shareholders. The full text of the Plan of
the Bank on Public Issuance of Shares by Way of Rights Issue is set out in Appendix I to this

circular.

The implementation of proposal for Rights Issue is still subject to consideration by the
EGM, Class Meeting for A Shareholders and Class Meeting for H Shareholders and the
reporting to the CBIRC and the CSRC as well as obtaining other approvals regarding the Rights
Issue, respectively.
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3. Authorization to the Board to Deal with Matters Related to the Rights Issue

To successfully implement the Rights Issue of the Bank, it is proposed to the EGM, Class
Meeting for A Shareholders and Class Meeting for H Shareholders to authorize the Board and
the Board to delegate the authority to the chairman, the president and the secretary to the Board
to, individually or jointly, deal with at full authority, within the framework of the Rights Issue
considered and passed at the general meeting and the valid period of the authorization,
principles and validity period as reviewed and approved at the general meeting, relevant
matters relating to the Rights Issue, the content and scope of which including but not limited
to:

1. To clarify the specific terms of issue and issue plan before the Rights Issue,
formulate and implement the final plan for the Rights Issue covering all aspects
relating to the Rights Issue plan, including but not limited to the conditions and time
of the implementation of the Rights Issue, proportion and number of the Rights
Issue, Rights Issue Price, starting and ending dates of the Rights Issue, and actual
size of proceeds raised, pursuant to the requirements of relevant regulatory
authorities and with reference to the Bank’s actual situation, to such extent as the
relevant laws, regulations and resolutions at the general meeting would allow.

2. If there are changes in the national laws, regulations or regulatory documents, or in
the policies on rights issue of regulatory authorities, or in market conditions, save
for those matters required to be voted again at a general meeting under the
requirements of the relevant laws, regulations, regulatory documents and the
Articles of Association, corresponding adjustments can be made on the specific
proposals for the Rights Issue within the scope permitted by the relevant laws and
regulations, and in accordance with the opinions of the regulatory authorities and the
actual conditions of the Bank and the market.

3.  To produce, amend, sign, execute, and submit the application materials relating to
the Rights Issue, information disclosure materials and relevant documents according
to the requirements of relevant domestic and foreign government agencies, relevant
regulatory authorities (including the Hong Kong Stock Exchange), to handle related
matters, such as approval, registration, filing, authorization and consent by relevant
regulatory authorities, and to conduct all acts relating to the Rights Issue that are

deemed necessary, appropriate or desirable by it.

4.  To decide on the engagement of intermediary institutions for the Rights Issue, and
to prepare, sign, modify, supplement, execute and suspend all relevant contracts,
agreements and other important documents related to the Rights Issue (including but
not limited to the sponsoring agreement, the best-efforts underwriting agreement,
the fully underwriting agreement, the fund-raising regulatory agreement, the
agreements on the engagement of intermediary institutions, etc.), and handle matters
related to the information disclosure of the Rights Issue in accordance with

regulatory requirements.
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10.

11.

To open and manage a designated account for the proceeds from the Rights Issue;
to handle the matters relating to the use of the proceeds from the Rights Issue, and
make adjustments to the use and specific arrangements of the proceeds from the
Rights Issue within the scope of the resolutions passed at the general meeting.

Upon the completion of the Rights Issue, to handle matters related to the share
registration and listing of issuance shares under the Rights Issue with the securities
registration and settlement institutions and the stock exchanges at the place where
the securities are traded at. To properly amend the relevant provisions in the Articles
of Association regarding the Rights Issue, and to carry out approval for the
amendment and the change of registered capital and the change of business
registration according to situations of the Rights Issue.

To handle subsequent matters related to the Rights Issue in accordance with relevant
domestic and foreign laws and regulations, including but not limited to repay any
Shareholder who made subscription under the Rights Issue an amount equivalent to
the issue price together with any deposit interest from the bank during the same
period, in the event of a failed A Shares Rights Issue due to the expiry of best-efforts
underwriting period of the Rights Issue, where A Shares subscribed by original
Shareholders represent less than 70% of the A Shares under the A Share Rights Issue.

According to the requirements of the relevant laws and regulations and the
regulatory authorities, to analyze, study and deliberate on the impacts of the Rights
Issue on the dilution of current returns, formulate and implement the relevant
remedial measures for current returns. According to the newly issued policies,
regulations, rules for implementation or self-discipline regulations, to amend,
supplement and complete relevant analysis and measures within the scope of the
previous framework, and handle with full authority, other matters in this regard.

To the extent as permissible by the relevant laws and regulations, and according to
the opinions of relevant regulatory authorities, to properly amend, adjust and
supplement the proposal for the Rights Issue, and continue to handle matters on the
Rights Issue in light of the Bank’s actual situation.

In the event of force majeure or other circumstances which are sufficient to make the
proposal for Rights Issue difficult to implement, or which will bring adverse
consequences to the Bank although the proposal can be implemented, or in the event
that there are changes in the policy on the Rights Issue, to determine to postpone or
terminate in advance the proposal for Rights Issue at discretion.

To decide or handle other matters they deem necessary, appropriate or desirable for
the Rights Issue in accordance with domestic and overseas laws and regulations.

This authorization is valid within 12 months after the consideration and approval of the
EGM, Class Meeting for A Shareholders and Class Meeting for H Shareholders. Such
authorization will lapse if the Rights Issue is not completed by the Bank upon the expiration
of the authorization period, but the Board has the right to seek approval at the general meeting,
class meeting for A Shareholders and class meeting for H Shareholders of the Bank to extend
the authorization period or approve new authorization.
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4. Change in Registered Capital and the Corresponding Amendments to Relevant
Clauses in the Articles of Association Upon the Completion of Rights Issue

Upon the completion of the Rights Issue, the Bank shall correspondingly adjust its

registered capital and the relevant clauses of the Articles of Association. For such regard, it is
proposed to the EGM, Class Meeting for A Shareholders and Class Meeting for H Shareholders,
to agree and that, upon the completion of the Rights Issue of the Bank, the Bank’s registered
capital shall be adjusted in accordance with the issuance results of the Rights Issue and the

approval by the regulatory authorities of the banking industry in China. Based on the issuance

results of the Rights Issue and the adjustment of the Bank’s registered capital, the clause

related to the registered capital (Article 5 of the Articles of Association) and the clause related
to the total number of Shares and shareholding structure (Article 23 of the Articles of

Association) in the Articles of Association shall be amended accordingly as follows:

shares that our Bank can issue upon
approval by the approval departments as
State

authorized by the Council is

21,268,696,778 shares.

Our Bank’s ordinary share capital structure
is: 21,268,696,778 ordinary shares, among
which 16,714,696,778 are domestic listed
shares, representing 78.59% of the total
ordinary shares issued by our Bank; and
4,554,000,000 are H shares, representing
21.41% of the total ordinary shares issued
by our Bank.

The total number of offshore preference
shares issued by our Bank is 108,750,000.

Number Original Clause Amended Clause
1 Article 5 Our Bank’s registered capital is | Article 5 Our Bank’s registered capital is
RMB21,268,696,778. RMB [to be determined based on the Rights
Issue proposal as reviewed and approved by
relevant regulatory authorities and the
results of Rights Issue].
2 Article 23 The total number of ordinary | Article 23 The total number of ordinary

shares that our Bank can issue upon
approval by the approval departments as
authorized by the State Council is [to be
determined based on the Rights Issue
proposal as reviewed and approved by
relevant regulatory authorities and the
results of Rights Issue] shares.

Our Bank’s ordinary share capital structure
is: [®] ordinary shares, among which [®] are
domestic listed shares, representing [0]% of
the total ordinary shares issued by our Bank;
and [®] are H shares, representing [0]% of
the total ordinary shares issued by our Bank.

The total number of offshore preference
shares issued by our Bank is 108,750,000.
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5. Fulfillment of Issue Conditions of Rights Issue

A special resolution regarding the approval of the Resolution in relation to the Fulfillment
of Issue Conditions of Rights Issue of China Zheshang Bank Co., Ltd. will be proposed at the
EGM, Class Meeting for A Shareholders and Class Meeting for H Shareholders, details of
which are set out in Appendix II to this circular.

6. Report on the Use of Previously Raised Funds

A special resolution regarding the approval of the Resolution in relation to the Report on
the Use of Previously Raised Funds of China Zheshang Bank Co., Ltd. will be proposed at the
EGM, and the full text of the Report on the Use of Previously Raised Funds of the Bank is set
out in Appendix III to this circular.

7. Report on the Feasibility of Use of Proceeds from Rights Issue

A special resolution regarding the approval of the Resolution in relation to the Report on
the Feasibility of Use of Proceeds from Rights Issue of China Zheshang Bank Co., Ltd. will
be proposed at the EGM, Class Meeting for A Shareholders and Class Meeting for H
Shareholders, and the full text of the Report on the Feasibility of Use of Proceeds from Rights
Issue of the Bank is set out in Appendix IV to this circular.

8. Remedial Measures for the Dilution of Current Returns by Rights Issue to Original
Shareholders

According to the requirements as set out in the relevant regulations such as the Opinions
of the General Office of the State Council on Further Strengthening the Protection of Lawful
Rights and Interests of Medium and Small Investors in the Capital Markets ( %5 B¢ 23 5
B HE— D R E AT/ MYE & G (R TAERY L) ), Certain Opinions of the
State Council on Further Promoting the Healthy Development of Capital Markets ( <[5 [ B
R HE— R G AR T IS AR S R4 T A) ), and the Guiding Opinions on Matters Relating
to the Dilution of Current Returns as a Result of Initial Public Offering, Refinancing and Major
Asset Restructuring ( BT 3 R FFAE ~ 5K & A H AR B R 9 100 A B = TE 0 5 28
) ) by the CSRC, the Bank analyzed the impacts of Rights Issue to original Shareholders on
the dilution of current returns, and formulated the Announcement of Remedial Measures for the
Dilution of Current Returns by Rights Issue to Original Shareholders of China Zheshang Bank
Co., Ltd.

A special resolution regarding the approval of the Resolution in relation to the Remedial
Measures for the Dilution of Current Returns by Rights Issue to Original Shareholders of China
Zheshang Bank Co., Ltd. will be proposed at the EGM, Class Meeting for A Shareholders and
Class Meeting for H Shareholders, and it is proposed to the general meeting to agree Board (the
Board may delegate the authorization to persons authorized) to the special resolutions to adjust
the above remedial measures in accordance with changes of laws, regulations, regulatory
documents and relevant policies as well as opinions of regulatory authorities, details of which
are set out in Appendix V to this circular.
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9. Shareholders’ Return Plan for the Next Three Years (2022-2024)

To further strengthen the awareness of rewarding Shareholders, improve profit
distribution system, and provide Shareholders with continuous, stable and reasonable
investment returns, the Bank has formulated the Shareholders’ Return Plan for the Next Three
Years (2022-2024) of China Zheshang Bank Co., Ltd. in accordance with the requirements of
the Company Law of the People’s Republic of China, the Securities Law of the People’s
Republic of China, the Notice of the China Securities Regulatory Commission on Matters
Relevant to Further Implementing the Cash Dividend Distribution by Listed Companies ( !
BlRE s B M E B GRINE LR E LA R B S ALA B FIEAEHM) ), the Guideline
No. 3 on Supervision and Administration of Listed Companies — Cash Dividends of Listed
Companies ( { LA RIEEEFE5535- LA FRB440) ) and the Articles of Association
and on the basis of fully considering the actual operation and future development needs of the
Bank.

A special resolution regarding the approval of the Resolution in relation to the
Shareholders’ Return Plan for the Next Three Years (2022-2024) of China Zheshang Bank Co.,
Ltd. will be proposed at the EGM, and the full text of the Shareholders’ Return Plan for the
Next Three Years (2022-2024) is set out in Appendix VI to this circular.

III. RESPONSIBILITY STATEMENT

This circular, for which the Directors of the Bank collectively and individually accept full
responsibility, includes particulars given in compliance with the Hong Kong Listing Rules for
the purpose of giving information with regard to the Bank. The Directors, having made all
reasonable enquiries, confirm that, to the best of their knowledge and belief, the information
contained in this circular 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 this circular or
any statement herein misleading.

IV. THE EGM AND THE CLASS MEETING FOR H SHAREHOLDERS

The Bank intends to convene the 2021 Third EGM and the 2021 First Class Meeting for
H Shareholders at Main Conference Room, 1/F, Head Office of China Zheshang Bank, No. 288,
Qingchun Road, Hangzhou, Zhejiang, the PRC, at 2:30 p.m. on Tuesday, November 23, 2021
to consider and, if thought fit, to pass matters as set out in the notices of the 2021 Third EGM
and the 2021 First Class Meeting for H Shareholders. The notices of the 2021 Third EGM and
the 2021 First Class Meeting for H Shareholders are set out on pages 108 to 110 and pages 111
to 113 respectively, of this circular.

Completion and return of the form(s) of proxy(ies) will not preclude you from attending

and voting in person at the 2021 Third EGM and/or the 2021 First Class Meeting for H

Shareholders or at any adjourned meeting thereof.
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Closure of Register of Members and Eligibility to Attend and Vote at the 2021 Third EGM
and the 2021 First Class Meeting for H Shareholders

The share register of members of the Bank will be closed from Thursday, November 18,
2021 to Tuesday, November 23, 2021 (both days inclusive), during which period no Share
transfer will be registered. In order to be eligible to attend and vote at the 2021 Third EGM
and/or the 2021 First Class Meeting for H Shareholders, H Shareholders of the Bank must
lodge the Share transfer documents accompanied by the relevant Share certificates and other
appropriate documents with the Bank’s H Share Registrar, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong no later than 4:30 p.m. on Wednesday, November 17, 2021. H
Shareholders whose names appear in the H Share register of members of the Bank at the close
of business on Wednesday, November 17, 2021, will be eligible to attend and vote at the 2021
Third EGM and/or the 2021 First Class Meeting for H Shareholders.

V. METHODS OF VOTING AT THE EGM AND THE CLASS MEETING FOR H
SHAREHOLDERS

Pursuant to the requirements of Rule 13.39(4) of the Hong Kong Listing Rules, voting by
the Shareholders at the 2021 Third EGM and the 2021 First Class Meeting for H Shareholders
shall be taken by the way of poll.

To the best knowledge of the Bank, no Shareholders or their associates are deemed to
have a material interest in any of the resolutions at the 2021 Third EGM and the 2021 First
Class Meeting for H Shareholders, and therefore no Shareholders are required to abstain from
voting on any resolutions.

VI. RECOMMENDATIONS

The Board (including the independent non-executive Directors) considers that the
resolutions to be proposed at the 2021 Third EGM and the 2021 First Class Meeting for H
Shareholders are in the interests of the Bank and the Shareholders as a whole. Accordingly, the
Board recommends the Shareholders to vote in favor of all resolutions to be proposed at the
2021 Third EGM and the 2021 First Class Meeting for H Shareholders.

By order of the Board
China Zheshang Bank Co., Ltd.
Shen Renkang
Chairman

Hangzhou, the PRC
November 3, 2021
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APPENDIX I PLAN ON PUBLIC ISSUANCE OF SHARES
BY WAY OF RIGHTS ISSUE

IMPORTANT NOTES:

1.  China Zheshang Bank Co., Ltd. (hereinafter referred to as the “Bank”) intends to
carry out the public issuance of Shares by way of rights issue of Shares to the
original Shareholders (hereinafter referred to as the “Rights Issue”).

2. Upon completion of the Rights Issue, the number of share capital and net assets of
the Bank will be increased to a certain extent. However, it takes a certain period to
produce benefits after the investment of proceeds, and the Bank still mainly depends
on its existing business to realize profits and Shareholders’ return, so the Bank’s
indicators such as the earnings per Share and weighted average return on net assets
will experience a certain decrease in short term i.e., the immediate returns will be
susceptible to dilution after the Bank’s Rights Issue and issuance of Shares. Please
refer to the Announcement of Remedial Measures for the Dilution of Current
Returns to Original Shareholders by Rights Issue of China Zheshang Bank Co., Ltd.
for details.

3.  The plan represents the explanation on the Rights Issue made by the Board of the
Bank and any statement to the contrary is untrue.

4.  Matters set out in the plan do not indicate substantive judgments, acknowledgement
or approval from the approval authorities in respect of relevant matters of the Rights
Issue. Effectiveness and completion of relevant matters of the Rights Issue as set out
in the plan are subject to approval or permission from relevant approval authorities.

I. STATEMENTS ON THE RIGHTS ISSUE BEING QUALIFIED UNDER
RELEVANT LAWS AND REGULATIONS IN RESPECT OF PUBLIC ISSUANCE
BY WAY OF RIGHTS ISSUE

After conducting verification carefully on a case-by-case basis in comparison with
relevant qualifications and conditions in respect of rights issue by A-share and H-share listed
companies as set out in the laws, regulations and regulatory documents including the Company
Law of the PRC, the Securities Law of the PRC, the Administrative Measures for Issuance of
Securities by Listed Companies (  FT2 A& F5FEATE L) ), the Issuance Regulatory
Q&A - Regulations on Guiding and Regulating Financing Activities of Listed Companies
(Revised) ( CHEATHLE M1 B R 5 EAL A0 1 24 W] L EAT AV B 2R (IBRTIR)) ) and the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, the
Bank confirms that the Bank has satisfied the conditions for Rights Issue.
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II. SUMMARY OF THE ISSUANCE

(I) Types and par value of the Shares to be issued

The classes of the Shares to be issued under the Rights Issue are A Shares and H Shares
with a par value of RMB1.00 per Share.

(IT) Issuance Method

The issuance is conducted through rights issue of Shares to original Shareholders.

(IIT) Base, Proportion and Number of the Rights Issue

The A Share Rights Issue is proposed to be based on the total number of A Shares after
the trading hours on the A Share Rights Issue Record Date, and the allotment will be made to
all A Shareholders for Rights Issue on the basis of up to three (3) Rights Shares for every ten
(10) Shares. The H Share Rights Issue is proposed to be based on the total number of H Shares
on the H Share Rights Issue Record Date, and the allotment will be made to all H Shareholders
for Rights Issue on the basis of up to three (3) Rights Shares for every ten (10) Shares. The
fractions of less than one Rights Share will be dealt with according to the relevant requirements
of the stock exchanges and securities registration and settlement institutions of the places
where the securities are traded at. The subscription portion of both A Shares and H Shares are
the same.

If, based on the Bank’s total share capital of 21,268,696,778 Shares as at June 30, 2021,
the number of Rights Shares is estimated to be not more than 6,380,609,033 Shares, among
which, the number of A Rights Shares would not exceed 5,014,409,033 Shares and the number
of H Rights Shares would not exceed 1,366,200,000 Shares. In the event that the total share
capital of the Bank changes due to any bonus issue, capital conversion from capital reserve and
other reasons before the Rights Issue, the number of Rights Shares will be adjusted accordingly
based on the total share capital after the change.

(IV) Pricing Principle and Rights Issue Price
1.  Pricing Principle
(I) The pricing shall take into account valuation indicators such as stock prices,
P/E ratios and P/B ratios of the Bank in the secondary market as well as the

development and Shareholders’ interests of the Bank;

(2) The pricing shall take into account the core tier-one capital requirement of the
Bank for the next three years;

(3) The pricing shall be in compliance with principles determined through
negotiation between the Bank and the sponsor institution(s) (underwriter(s)).
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2.  Rights Issue Price

The Rights Issue Price is determined by using market discount method based on the
trading conditions of A Shares and H Shares in the market prior to the publication of the
issuance announcement. The final Rights Issue Price will be determined through the
negotiation between those parties authorized by the Board under the authorization of the
general meeting and the sponsor institution(s) (underwriter(s)) with reference to the
market conditions before the issuance. The Rights Issue Prices of A Shares and H Shares

are the same after exchange rate adjustments.

(V) Target Subscribers for the Rights Issue

In the Rights Issue, the target A Share subscribers for the Rights Issue will be all A
Shareholders of the Bank, who registered with the Shanghai branch of China Securities
Depository and Clearing Corporation Limited after the trading hours on the A Share Rights
Issue Record Date, and the target H Share subscribers for the Rights Issue will be all H
Shareholders determined on the H Share Rights Issue Record Date. The Record Date of the
Rights Issue will be otherwise determined after the approval of the proposal for Rights Issue
by the CSRC.

(VI) Distribution Plan for Accumulated Undistributed Profits Prior to the Rights Issue
The accumulated undistributed profits of the Bank prior to the Rights Issue shall be
shared by all Shareholders on a pro-rata basis of their shareholding after the completion of the
Rights Issue.
(VII) Time of Issuance
The Shares will be placed to all Shareholders at a suitable timing within the stipulated
period, after the approval from the regulatory authorities and the stock exchanges for the
Rights Issue is obtained.

(VII) Method of Underwriting

A Share Rights Issue will proceed on a best effort basis, and H Share Rights Issue will
be fully underwritten.
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(IX) Use of Proceeds Raised in relation to the Rights Issue

The proceeds raised from the Rights Issue will not exceed RMB18.0 billion (inclusive).
After deducting relevant issuance fees, the net proceeds raised from the Rights Issue will
entirely be applied for the replenishment of the Bank’s core tier-one capital, to enhance the
Bank’s capital adequacy ratio, support the sustainable and healthy development of each
business of the Bank in the future as well as strengthen the Bank’s capital strength and
competitiveness.

(X) Validity Period of the Resolution in relation to the Rights Issue

The effective period of the resolution on the Rights Issue shall be 12 months starting from
the date on which the resolution is approved by the Bank’s EGM, the Class Meeting for A
Shareholders and the Class Meeting for H Shareholders.

(XI) Listing of the Shares to be placed

The A Shares placed will be listed on the Shanghai Stock Exchange according to the
relevant requirements after the completion of A Share Rights Issue.

The H Shares placed will be listed on the The Stock Exchange of Hong Kong Limited
according to relevant requirements after completion of H Share Rights Issue.

The implementation of the Rights Issue plan is still subject to consideration and approval
by 2021 Third EGM, 2021 First Class Meeting for A Shareholders and 2021 First Class
Meeting for H Shareholders of the Bank by way of special resolution and the approval by the
CBIRC, the CSRC and other authorities and is subject to the plan finally approved by the
CSRC.

III. FINANCIAL AND ACCOUNTING INFORMATION AND MANAGEMENT’S
DISCUSSION AND ANALYSIS

(I) Balance sheet, income statement, cashflow statement and statement of changes in
equity

The Bank’s 2018 and 2019 financial reports have been audited by
PricewaterhouseCoopers Zhong Tian LLP, and the 2020 financial report has been audited by
KPMG Huazhen LLP, and a standard unqualified audited report has been issued. The financial
statements for January — June 2021 were reviewed by KPMG Huazhen LLP.
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The financial data of the Bank for the year 2018, 2019, 2020 and January — June 2021 are
set out below (If not specifically stated, the data in this section represents consolidated data of

the Bank and the amounts mentioned are dominated in Renminbi):

1.

Balance Sheet

(1) Consolidated Balance Sheet

Item

Assets:

Cash and balances with
the central bank

Precious metals

Deposits with banks and other
financial institutions

Placements with banks and
other financial institutions

Derivative financial assets

Financial assets purchased
under resale agreements

Loans and advances to
customers

Financial investments:

- Financial assets held for
trading at fair value
through profit or loss

— Debt investments

— Other debt investments

— Other equity instrument
investments

Long-term equity investments

Fixed assets

Right-of-use assets

Intangible assets

Deferred tax assets

Other assets

Total assets

June 30,
2021

134,054
5,550

35,217

44,271
12,833

31,549

1,238,083

151,857
353,732
69,355

1,234
13,321
3,038
2,040
16,480
41,783
2,154,397
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Unit: RMB million

December 31, December 31,

2020 2019
137,441 131,029
19,478 21,251
38,827 17,725
5,637 9,184
23,434 13,892
57,067 28,950
1,165,875 998,933
129,269 129,266
336,109 305,160
62,013 82,922
994 690
13,474 12,673
3,050 3,256
2,070 2,093
14,620 11,831
38,867 31,931
2,048,225 1,800,786

December 31,
2018

126,370
8,103

20,080

7,731
10,123

27,572

837,076

135,211
337,836
91,611

275

10,357
757

8,320
25,272
1,646,695
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June 30, December 31, December 31, December 31,

Item 2021 2020 2019 2018
LIABILITIES:
Deposits from banks and

other financial institutions 164,800 148,273 132,950 170,815
Due to the central bank 59,657 84,768 94,065 -
Placements from banks and

other financial institutions 41,791 48,543 33,853 38,053

Financial liabilities held for
trading at fair value

through profit or loss 14,028 9,231 15,143 12,483
Derivative financial liabilities 12,508 23,478 14911 10,648
Financial assets sold under

repurchase agreements 34,858 900 6,002 71,132

Deposits from customers 1,367,287 1,335,636 1,143,741 974,770
Employee benefits payable 4,233 4,873 4,439 4,006
Taxes payable 5,996 4,663 4,669 2,613
Provisions 5,496 5,686 5,544 3,118
Lease liabilities 2,997 2,981 3,108 -
Debt securities issued 291,909 236,682 206,241 245,997
Other liabilities 13,720 9,968 8,093 10,612
Total liabilities 2,019,280 1,915,682 1,672,759 1,544,246
Equity:
Share capital 21,269 21,269 21,269 18,719
Other equity instruments 14,958 14,958 14,958 14,958
Capital reserve 32,018 32,018 32,018 22,130
Other comprehensive income 204 261 2,268 1,389
Surplus reserve 8,499 8,499 7,294 6,025
Statutory general reserve 23,680 21,118 19,454 18,462
Retained earnings 32,396 32,389 28,985 19,203
Equity attributable to

shareholders of the Bank 133,024 130,512 126,246 100,885
Non-controlling interests 2,093 2,031 1,781 1,563
Total equity 135,117 132,543 128,027 102,449
Total liabilities and equity 2,154,397 2,048,225 1,800,786 1,646,695

Note: The financial statements of 2019 was restated, the same as below.
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(2) Balance Sheet of the Bank

Unit: RMB million

June 30, December 31, December 31, December 31,
Item 2021 2020 2019 2018

Assets:
Cash and balances with the

central bank 134,023 137,411 131,029 126,370
Precious metals 5,550 19,478 21,251 8,103
Deposits with banks and other

financial institutions 35,175 38,455 17,596 19,744
Placements with banks and

other financial institutions 46,773 8,048 8,834 7,741
Derivative financial assets 12,833 23,434 13,892 10,123
Financial assets purchased

under resale agreements 31,549 57,067 28,950 27,572
Loans and advances to

customers 1,238,083 1,165,875 998,933 837,076

Financial investments:
— Financial assets held for
trading at fair value

through profit or loss 151,807 128,762 128,474 134,611
— Debt investments 353,732 336,109 305,160 337,836
— Other debt investments 69,450 62,108 83,205 92,036
— Other equity instrument

investments 1,234 994 690 275
Long-term equity investments 1,530 1,530 1,530 1,530
Fixed assets 12,429 12,552 11,680 9,771
Right-of-use assets 3,038 3,050 3,255 -
Intangible assets 2,024 2,055 2,082 748
Deferred tax assets 16,109 14,244 11,545 8,150
Other assets 6,220 7,472 6,208 6,552
Total assets 2,121,559 2,019,244 1,774,314 1,628,238
LIABILITIES:
Deposits from banks and

other financial institutions 165,024 148,378 133,320 170,827
Due to the central bank 59,657 84,768 94,065 -
Placements from banks and

other financial institutions 16,601 26,825 12,514 24,053

Financial liabilities held for
trading at fair value
through profit or loss 14,028 9,231 15,143 12,483
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June 30, December 31, December 31, December 31,

Item 2021 2020 2019 2018
Derivative financial liabilities 12,508 23,478 14,911 10,648
Financial assets sold under

repurchase agreements 34,858 900 6,002 71,132
Deposits from customers 1,366,771 1,335,130 1,143,741 974,916
Employee benefits payable 4,195 4,804 4,383 3,963
Taxes payable 5,962 4,486 4,521 2,469
Provisions 5,496 5,686 5,544 3,118
Lease liabilities 2,997 2,981 3,108 -
Debt securities issued 291,909 236,682 206,241 245,997
Other liabilities 9,179 5,966 4,902 7,843
Total liabilities 1,989,185 1,889,315 1,648,395 1,527,449
Equity:
Share capital 21,269 21,269 21,269 18,719
Other equity instruments 14,958 14,958 14,958 14,958
Capital reserve 32,018 32,018 32,018 22,130
Other comprehensive income 204 261 2,268 1,389
Surplus reserve 8,499 8,499 7,294 6,025
Statutory general reserve 23,488 20,926 19,454 18,462
Retained earnings 31,938 31,998 28,658 19,106
Total equity 132,374 129,929 125,919 100,789
Total liabilities and equity 2,121,559 2,019,244 1,774,314 1,628,238

2. Income Statement

(1) Consolidated Income Statement

Unit: RMB million

January to
Item June 2021 2020 2019 2018
I. Operating income 25,903 47,703 46,364 38,943
Interest income 45,151 86,224 80,276 72,252
Interest expense -24,773 -49,129 -45,614 -45,866
Net interest income 20,378 37,095 34,662 26,386
Fee and commission
income 2,309 4,775 4,291 4,830
Fee and commission
expense -312 -525 -500 -578
Net fee and commission
income 1,997 4,250 3,791 4,252
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January to
Item June 2021 2020 2019 2018
Investment gains 2,019 7,023 7,158 5,286
Including: gains arising
from dis-recognition of
financial assets measured
at AC - 19 117 252
Net losses from changes in
fair value 610 -1,882 -346 3,145
Net foreign exchange gain 743 778 771 -567
Net losses on disposal
of assets -1 -9 0 -1
Other business income 118 292 226 -
Other gains 39 156 102 443
II. Operating expense -17,787 -33,232 -31,712 -25,061
Tax and surcharges -423 -620 -598 -438
General and
administrative expenses -6,500 -12,385 -12,168 -11,563
Expected credit losses -10,834 -20,166 -18,902 -13,030
Other business costs -30 -61 -44 -31
III. Operating profit 8,116 14,471 14,652 13,882
Add: non-operating
income 45 68 83 79
Less: non-operating
expenses -10 -176 -55 -111
IV. Total profit 8,151 14,363 14,680 13,851
Less: income tax
expenses -1,163 -1,804 -1,538 -2,290
V. Net profit 6,988 12,559 13,142 11,560
(I) Net profit of
continuing operation 6,988 12,559 13,142 11,560
(I) Net profit of
discontinuing
operation - - - -
Net profit attributable to
shareholders of the
Bank 6,851 12,309 12,924 11,490
Profit or loss of
non-controlling
shareholders’ interests 137 250 218 70
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January to

Item June 2021
VI. Other comprehensive

income, net of tax -57

Other comprehensive

income that will not be

reclassified to profit

or loss:
— Gains or losses arising

from changes in fair

value of financial

investments designated

to be measured at

FVOCI -8
Items that may be

reclassified to profit

or loss:
— Gains or losses arising

from changes in fair

value of financial

assets measured at

FVOCI 317
- ECLs of financial

assets measured at

FVOCI -128
— Translation differences

arising from translation

of foreign currency

financial statements -238

VII. Total comprehensive

income 6,931
Comprehensive income

attributable to

shareholders of

the Bank 6,794
Comprehensive income

attributable to

non-controlling

shareholders of

the Bank 137
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2020

-2,007

41

-1,077

298

-1,269

10,552

10,302

250

2019

879

124

477

-187

465

14,021

13,803

218

2018

1,687

410

391

886

13,247

13,177

70
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(2) Income Statement of the Bank

January to
Item June 2021
I. Operating income 25,291
Interest income 44,062
Interest expense -24,291
Net interest income 19,771
Fee and commission
income 2,303
Fee and commission
expense -304
Net fee and commission
income 1,999
Investment gains 2,096
Including: gains arising
from dis-recognition of
financial assets measured
at AC -
Net losses from changes in
fair value 602
Net foreign exchange gain 743
Net losses on disposal of
assets -1
Other business income 63
Other gains 18
II. Operating expense -17,472
Tax and surcharges -416
General and
administrative expenses -6,464
Expected credit losses -10,592
Other business costs -
III. Operating profit 7,819
Add: non-operating
income 45
Less: non-operating
expenses -10
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2020

46,250
84,224
-48,369
35,855

4,752

-516

4,236
7,021

19

-1,882
718

-9

165

86
-32,466
-615

-12,259
-19,592

13,784
68

-174

Unit: RMB million

2019

45,257
78,475

-44.812

33,663

4,253

-492

3,761
7,153

117
-337

771

149
97

-31,202

-594

-12,063
-18,545

14,055

83

-55

2018
38,289
71,295

-45,399
25,895
4,750

-575

4,176
5,282

252

3,145
-567

358
-24,596
-432

-11,469
-12,695

13,692

79

-111



APPENDIX I

PLAN ON PUBLIC ISSUANCE OF SHARES
BY WAY OF RIGHTS ISSUE

Item

January to
June 2021 2020 2019 2018

IV.

Total profit
Less: income tax

expenses

V. Net profit
(I) Net profit of

continuing operation

(I) Net profit of

VL

discontinuing operation

Other comprehensive

income, net of tax

Other comprehensive
income that will not be
reclassified to profit
or loss:

— Gains or losses arising
from changes in fair
value of financial
investments designated
to be measured at
FVOCI

Items that may be
reclassified to profit
or loss:

— Gains or losses arising
from changes in fair
value of financial
assets measured at
FVOCI

— ECLs of financial
assets measured at
FVOCI

— Translation differences
arising from translation
of foreign currency
financial statements

VII. Total comprehensive

income

7,854

-1,070
6,784

6,784

-57

317

-128

-238

6,727

35—

13,678

-1,625
12,053

12,053

22,007

41

-1,077

298

-1,269

10,046

14,083

11,389
12,694

12,694

879

124

477

-187

465

13,573

13,661

2,243
11,418

11,418

1,687

410

391

886

13,104
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3.  Cash Flow Statement of the Bank
(1) Consolidated Cash Flow Statement
Unit: RMB million

January to
June 2021 2020 2019 2018

I. Cash flows from

operating activities:
Net decrease in deposits

with banks and other

financial institutions 0 1,623 1,599 -
Net decrease in

placements with banks

and other financial

institutions 1,666 - 6,726 -
Net decrease in financial

assets purchased under

resale agreements - 28,941 - 14,915
Net decrease in financial

assets held for trading - - 5,912 -
Net increase in

placements from banks

and other financial

institutions - 14,751 - 8,683
Net increase in due to

central bank - - 29,023 -
Net decrease in balances

with central bank 764 - - 13,923

Net increase in deposits
with banks and other

financial institutions 16,384 15,450 - -
Net increase in customer

deposits 32,433 188,059 167,449 103,808
Interest, fee and

commission received 43,655 80,307 72,340 54,692

Net increase in financial

assets sold under

purchase agreements 33,956 - - 40,303
Other cash received from

other operating

activities 14,617 4,438 3,502 22,208
Sub-total of cash

inflows from

operating activities 143,475 333,569 286,551 258,532
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January to
June 2021 2020 2019 2018

Net increase in balances

with central bank - -16,335 -2,909 -
Net increase in

placements with banks

and other financial

institutions - -1,511 - -3,355
Net increase in financial

assets purchased under

resale agreements -08 - -1,384 -
Net increase in financial

assets held for trading -20,775 -9,113 - -1,871
Net increase in finance

lease receivables -4,132 -5,737 -9,024 -
Net increase in loans and

advances to customers -79,409 -175,782 -168,803 -194,100
Net decrease in due to

central bank -24,691 -8,917 - -

Net decrease in deposits

from banks and other

financial institutions -
Net decrease in deposits

with banks - - - -2,497
Net decrease in

placements from banks

and other financial

-37,696 -128,107

institutions -6,848 - -4,338 -
Net decrease in financial

assets sold under

repurchase agreements - -5,102 -875 -
Cash paid for interest,

fee and commission -21,785 -39,747 -35,460 -37,047
Cash paid to and for

employees -5,086 -7,763 -7,809 -8,036
Taxes paid -4,475 -8,799 -6,775 -7,381
Other cash paid for

operating activities -1,676 -5,183 -23,023 -16,454

Sub-total of cash

outflows from

operating activities -168,975 -283,989 -298,096 -398,847
Net cash flows

generated from/(used

in) operating

activities -25,500 49,580 -11,545 -140,316
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IL.

III.

Cash flows from

investing activities:

Proceeds from disposal
of investments

Investment returns
received

Proceeds from disposal
of fixed
assets/Proceeds from
disposal of fixed
assets, intangible assets
and other long-term
assets (2018)

Sub-total of cash
inflows from investing
activities

Payment for acquisition
of investments

Payment for acquisition
of fixed assets,
intangible assets and
other long-term assets

Sub-total of cash
outflows from
investing activities

Net cash flows
generated from/(used
in) investing activities

Cash flows from

financing activities:

Proceeds from
investments

Proceeds from issuance
of debt securities

Sub-total of cash
inflows from
financing activities

Cash repayment of
borrowings

Payment for dividend
distribution, profit or
for interest

Other cash payment for
financing activities

January to
June 2021

802,961

10,101

813,064

-827,990

-360

-828,350

-15,286

242,709

242,709

-186,544

-5,989

-359

_38 —

2020

2,600,356

18,959

35

2,619,350

-2,618,492

-1,738

-2,620,230

-880

273,452

273,452

-243,698

-11,602

-673

2019

3,756,063

27,370

14

3,783,447

-3,721,619

-4,683

-3,726,302

57,145

12,438

227,478

239,916

-266,514

-9,258

-583

2018

1,853,743

28,744

67

1,882,554

-1,802,284

-4,969

-1,807,253

75,301

2,915

314,227

317,141

-260,010

-13,381
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January to
June 2021 2020 2019 2018

Sub-total of cash

outflows from

financing activities -192,892 -255,973 -276,355 -273,391
Net cash flows

generated from/(used

in) from financing

activities 49,817 17,479 -36,439 43,750

IV. Effect of exchange rate

changes on cash and

cash equivalents -485 -1,002 144 314
V. Net increase in cash and
cash equivalents 8,546 65,177 9,305 -20,951

Add: balance of cash and
cash equivalents at the
beginning of the year 112,121 46,944 37,639 58,590
VI. Balance of cash and
cash equivalents at the
end of the year 120,667 112,121 46,944 37,639
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(2) Cash Flow Statement of the Bank

Unit: RMB million

January to
Item June 2021 2020 2019 2018

I. Cash flows from

operating activities:
Net decrease in deposits

with banks and other

financial institutions 0 1,517 1,705 -
Net decrease in

placements with banks

and other financial

institutions 2,166 - 6,737 -
Net decrease in financial

assets purchased under

resale agreements - 28,941 - 14,515
Net decrease in financial

assets held for trading - - 6,112 -
Net increase in

placements from banks

and other financial

institutions - 14,366 - -
Net increase in due to

central bank - - 29,023 -
Net decrease in balances

with central bank 764 - - 13,902
Net increase in deposits

with banks and other

financial institutions 16,503 15,185 - -
Net increase in customer

deposits 32,433 187,559 167,303 104,137
Interest, fee and

commission received 42,576 78,445 70,500 54,840

Net increase in financial

assets sold under

purchase agreements 33,956 - - 40,303
Other cash received from

other operating

activities 14,366 3,607 3,185 21,639
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January to
Item June 2021

Sub-total of cash

inflows from

operating activities 142,764
Net increase in balances

with central bank -
Net increase in

placements with banks

and other financial

institutions -
Net increase in financial

assets purchased under

resale agreements -98
Net increase in financial

assets held for trading -20,775
Net increase in finance

lease receivables -
Net increase in loans and

advances to customers 79,409
Net decrease in due to

central bank -24,691
Net decrease in deposits

from banks and other

financial institutions -
Net decrease in deposits

with banks -
Net decrease in

placements from banks

and other financial

institutions -10,192
Net decrease in financial

assets sold under

repurchase agreements -
Cash paid for interest,

fee and commission -21,432
Cash paid to and for

employees -5,027
Taxes paid -4,184
Other cash paid for

operating activities -1,669
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3

-1

2020

29,620

16,305

-4,511

-9,113

75,782

-8,917

-5,102

38,979

-7,670
-8,530

-5,026

2019

284,565

-2,909

-1,384

-168,803

-37,338

-11,516

-875

-34,814

7,735
-6,512

-23,048

2018

249,336

-3,365

-1,271

-194,100

-128,134

-2,497

2,198

36,482

-1,972
-7,221

-5,029
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Item

IL.

IIL.

Sub-total of cash
outflows from
operating activities

Net cash flows
generated from/(used
in) operating
activities

Cash flows from

investing activities:

Proceeds from disposal
of investments

Investment returns
received

Proceeds from disposal
of fixed
assets/Proceeds from
disposal of fixed assets
intangible assets and
other long-term assets
(2018)

Sub-total of cash
inflows from investing
activities

Payment for acquisition
of investments

Payment for acquisition
of fixed assets,
intangible assets and
other long-term assets

Sub-total of cash
outflows from
investing activities

Net cash flows
generated from/(used
in) investing activities

Cash flows from

financing activities:

Proceeds from
investments

Proceeds from issuance
of debt securities

January to
June 2021

-167,477

-24,713

802,496

10,100

812,598

-827,990

-357

-828,347

-15,749

242,709
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2020

-279,935

49,685

2,600,259

18,957

24

2,619,240

-2,618,492

-1,732

42,620,224

-984

273,452

2019

-294,934

-10,369

3,754,259

27,365

3,781,632

-3,721,477

-4,222

-3,725,699

55,933

12,438

227,478

2018

-388,869

-139,533

1,853,318

27,783

67

1,881,168

-1,802,284

-4,702

-1,806,986

74,182

2915

314,227
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January to
Item June 2021 2020 2019 2018

Sub-total of cash

inflows from

financing activities 242,709 273,452 239,916 317,141
Cash repayment of

borrowings -186,544 -243,698 -266,514 -260,010
Payment for dividend

distribution, profit or

for interest -5,989 -11,602 -9,258 -13,381
Other cash payment for

financing activities -354 -673 -583 -

Sub-total of cash

outflows from

financing activities -192,887 -255,973 -276,355 -273,391
Net cash flows

generated from/(used

in) from financing

activities 49,822 17,479 -36,439 43,750

IV. Effect of exchange rate

changes on cash and

cash equivalents -485 -1,002 144 314
V. Net increase in cash and
cash equivalents 8,875 65,178 9,269 -21,287

Add: balance of cash and
cash equivalents at the
beginning of the year 111,749 46,571 37,302 58,590
VI. Balance of cash and
cash equivalents at the
end of the year 120,624 111,749 46,571 37,302
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4. Statement of Changes in Equity
(1) Consolidated Statement of Changes in Equity
Unit: RMB million
Non-
Other Statutory Controlling
Share Other equity ~ Capital ~ comprchensive ~ Surplus  general ~ Retained Shareholders’ Total

Item capital  instruments  reserve income reserve  reserve  earnings  inferests  Equity

January-June 2021

Balance as at December 31, 2020 1,269 14958 3,018 261 8499 8 3 1N 1354
Changes in equity for the period
(I) Total comprehensive income - - - 47 - - 0,851 13 6,931

(1) Appropriation of profits
Appropriation to statutory general

TeServe - - - - - 2562 -6 - -
Distributions to ordinary
shareholders - - - - - - 344 -15 -3499
Distributions to preference
shareholders - - - - - - 458 - 458
Balance as at June 30, 2021 1,269 14958 3018 yil 8499 23680 30,3% 209 1307
2020
Balance as at December 31, 2019 1,269 14958 3018 2,268 104 1945 28985 1781 128007
Changes in equity for the year
(1) Total comprehensive income - - - 2,007 - - 1309 B 1055

(1) Appropriation of profits
Appropriation to statutory surplus

TESeIve - - - - 1,205 - -1.205 - -
Appropriation to statutory general

ESeIVe - - - - - 1664 -1664 - -
Distributions to ordinary

sharcholders - - - - - - S - M
Distributions to preference

sharcholders - - - - - - 93 - 93

Balance as at December 31, 2020 1,269 1495 3,018 261 8499 1§ RN 0N 1354
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Non-
Other Statutory Controlling
Share Other equity ~ Capital ~ comprchensive ~ Surplus  general ~ Retained Shareholders’ Total
Item capital  instruments  reserve income reserve  reserve earnings  inferests  Equity
019
Balance as at December 31, 2018 18719 14958 2130 1,389 6025 18462 19,209 1563 102,449
Changes in equity for the year
(I) Total comprehensive income - - - §79 - -1 n 4
(IT) Contribution of sharholders and
decrease in capital
Tncrease in capital 2550 - 9,888 - - - - - 12438

(IIT)Appropriation of profits
Appropriation to statutory surplus

ESEIVe - - - - 1,269 - - -
Appropriation to statutory general
Teserve - - - - - 992 99 - -
Distributions to preference
sharcholders - - - - - - 81 - 81
Balance as at December 31, 2019 21209 14958 308 2,268 194 1944 B8 1780 12807
2018
Balance as at December 31, 2017 17960 14958 1993 1,554 4383 1M W 1493 89,688
Change of accounting policies - - - 1,256 - SR N - 19
Balance as at 1 January, 2018 17960 14958 19975 91 438 1M 132 1493 89469

Changes in equity for the year
(I) Total comprehensive income

Net profit - - - - - - 11,490 i 11,560
Other comprehensive income - - - 1,687 - - - - 1,687
Total - - - 1,687 - - 1A% N B
(IT) Contribution of shareholders and
decrease in capital
Increase in capital 759 - 2156 - - - - - 2915
(IIT) Appropriation of profits
Appropriation to statutory surplus
reserve - - - - 1,142 - L4 - -
Appropriation to statutory general
reserve - - - - - 1218 -1218 - -
Distributions to ordinary
shareholders - - - - - - 38 - 38
Balance as at December 31, 2018 18719 1498 2,130 1,389 605 18462 19203 1563 102449
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(2) Statement of Changes in Equity of the Bank

Unit: RMB million

Other Other Statutory
Share equity  Capital comprehensive  Surplus  general  Retained Total
[tem capital  instruments  reserve income  reserve  reserve  earnings  Equity
January-June 2021
Balance as at December 31, 2020 21,269 14958 32,018 261 8499 2092 31998 129929
Changes in equity for the period
(I) Total comprehensive income - - - A1 - - 0,784 6,727
(IT) Appropriation of profits
Appropriation o statutory
general reserve - - - - - 2562 -1,56 -
Distributions to ordinary
shareholders - - - - - - 344 344
Distributions to preference
shareholders - - - - - - -§38 -§58
Balance as at June 30, 2021 21,269 14958 3018 204 §499 23488 398 132,31
2020
Balance as at December 31, 2019 21,2609 14958 32,018 2,268 7,294 19454 28658 125919
Changes in equity for the period
(I) Total comprehensive income - - - 2007 - - 12,03 10,046
(IT) Appropriation of profits
Appropriation to statutory
surplus reserve - - - - 1,205 - 1205 -
Appropriation to statutory
general reserve - - - - - 1472 -1472 -
Distributions to ordinary
shareholders - - - - - - 5,104 5,104
Distributions to preference
shareholders - - - - - - 932 93
Balance as at December 31, 2020 21,2609 14958 32,018 261 8499 20926 31998 129929
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Other Other Statutory
Share equity  Capital comprehensive ~ Surplus  general  Retained Total
Item capital instruments  reserve income  reserve  reserve earnings  Equity
2009
Balance as at December 31, 2018 18,719 14958 22,130 1,389 0,025 18,462 19,106 100,789
Changes in equity for the period
(I) Total comprehensive income - - - 879 - - 12,694 13573
(I) Contribution of shareholders
and decrease in capital
Increase in capital 2,550 - 9,388 - - - - 12438
(IIT) Appropriation of profits
Appropriation to statutory
surplus reserve - - - - 1,269 - -1,269 -
Appropriation o statutory
general reserve - - - - - 992 992 -
Distributions to preference
shareholders - - - - - - -881 881
Balance as at December 31, 2019 1269 14958 3,018 2,268 1294 1945 2868 125909
018
Balance as at December 31, 2017 17,960 14958 19975 1,554 4883 17244 1406 88171
Change of accounting policies - - - 1,560 - - 14 219
Balance as at 1 January, 2018 17,960 14958 19,975 297 4883 17,44 13230 87952
Changes in equity for the year
(I) Total comprehensive income
Net profit - - - - - - 11418 11418
Other comprehensive income - - - 1,687 - - - 1,687
Total - - - 1,687 - - 148 13,104

(IT) Contribution of shareholders

and decrease in capital

Increase in capital 759 - 2,156 - - - - 2915
(IT)Appropriation of profits

Appropriation fo statutory

surplus reserve - - - - 1,142 - -1,14 -
Appropriation to statutory
general reserve - - - - - 1,218 -1,218 -
Distributions to ordinary
shareholders - - - - - - 3,182 3,182
Balance as at December 31, 2018 18,719 14958 22,130 1,389 0,025 18,462 19,106 100,789
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(IT) Changes of Scope of Consolidated Statements

As of June 30, 2021, details of the subsidiary that included in the scope of the Bank’s
consolidated statements are as follows:

Proportion

of equity/

voting

Place of Registered Business Registered rights of

Name incorporation address nature capital the Bank
Zhejiang Zheyin Financial ~ Zhejiang Zhoushan Financial RMB3 51%

Leasing Co., Ltd. Province institution billion

The changes of the Bank’s consolidated statements for the last three years and the latest
period:

(1) Change of Bank’s consolidated statements for January—June 2021

There was no change in the Bank’s consolidated statements for January—June 2021.
(2) Change of Bank’s consolidated statements for the year of 2020

There was no change in the Bank’s consolidated statements in the year of 2020.
(3) Change of Bank’s consolidated statements for the year of 2019

There was no change in the Bank’s consolidated statements in the year of 2019.
(4) Change of Bank’s consolidated statements for the year of 2018

There was no change in the Bank’s consolidated statements in the year of 2018.
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(ITT) Major Financial Indicators and Regulatory Indicators of the Bank

1. Major Financial Indicators

January-

June 2021/

June 30,

Major Financial Indicators 2021

Basic earnings per share

(RMB) 0.28
Diluted earnings per share

(RMB) 0.28

Basic earnings per share

after deduction of non-

recurring profit or loss

(RMB) 0.28
Diluted earnings per share

after deduction of non-

recurring profit or loss

(RMB) 0.28
Weighted average return on
net assets (%) 5.06

Weighted average return on

net assets after deduction

of non-recurring profit or

loss (%) 5.02
Net assets per share

attributable to ordinary

shareholders of listed

companies (RMB) 5.55
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2020/
December
31, 2020

0.53

0.53

0.54

0.54

10.03

10.05

5.43

2019/
December
31, 2019

0.64

0.64

0.63

0.63

12.92

12.82

5.23

2018/
December
31, 2018

0.61

0.61

0.60

0.60

14.04

13.93

4.59
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2. Major Regulatory Indicators

The Bank calculates and completes the regulatory indicators in accordance with the
Core Indicators for Risk Supervision of Commercial Banks (Trial) ( P SEERA T by B
L FEREETT)) ) (Yin Jian Fa [2005] No. 89), the Administrative Measures for the
Capital of Commercial Banks (Trial) ( (FZESRITEAREIILGETT)) ) and the
Administrative Measures on the Liquidity Risk Management of Commercial Banks ( {7
SEMRAT UL E MR B ) ) (Yin Bao Jian Hui Ling [2018] No. 3). In the last three
years and one period, all risk control indicators of the Bank, including capital adequacy
ratio, consistently satisfy regulatory requirements. The major risk control indicators are
shown as follows:

Unit: %
January-

June 2021/ 2020/ 2019/ 2018/
Criterion for ~ June 30, December December December

Regulatory Indicators Indicators 2021 31,2020 31,2019 31,2018
Liquidity risks Liquidity ratio =75 41.56 4252 574 52.80
Liquidity coverage =100 114.63 111.49 22349 21479
ratio
Net stable fund ratio =100 109.16 110.43 113.49 108.90
Non-performing loan <5 1.50 1.42 1.37 1.20
ratio
Single customer loans <10 231 2.33 2.16 278
concentration
Top ten single - 17.14 19.40 18.38 21.33
borrowers
concentration
Risk migration rate Pass loan migration - 1.21 345 4.09 117
rate
Special mention loan - 26.13 317 41.28 7091
migration rate
Substandard loan - 95.08 94.93 96.96 67.63
migration rate
Doubtful-loan - 13.92 36.30 39.96 18.95
migration rate
Profitability Return on assets =(.60 0.67 0.65 0.76 0.73
Return on capital =11 11.00 10.03 12.21 14.17
Cost-to-income ratio <45 25.09 25.96 26.24 29.69
Loan provision ratio =250 271 27 3.03 325
Provision coverage =150 180.24 191.01 220.80 270.37
ratio
Adequacy of capital  Capital adequacy ratio =10.5 12.42 12.93 14.24 13.38
Tier-one capital =85 9.46 9.88 10.94 9.83
adequacy ratio
Core tier-one capital =75 §.37 8.75 9.64 8.38

adequacy ratio
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Note 1:

Note 2:

The above data is on a consolidated basis.
The calculation methods of indicators are as follow:

Liquidity ratio=liquid assets/liquid liabilities*100%, the data is the Group’s total liquidity
ratio of the local currencies and foreign currencies;

Liquidity coverage ratio= high quality liquid assets/the net cash outflows over the next 30
days*100%;

Net stable fund ratio=stable fund available/stable fund required*100% ( On May 2018, the
CBIRC issued the Measures for the Liquidity Risk Management in Commercial Banks ( {7
SEERATULE) I B #EHHL) ). Thus, as stipulated in the Measures, the net stable fund ratio
was added to the regulatory indicators since July 2018);

Non-performing loan ratio=balance of the non-performing loan ratio/total loans and advances
to customers*100%;

Our single borrowers concentration =total loan of the largest customer/net capital*100%;
Our top ten borrowers= total loans to our top ten customers/net capital*100%;

Pass loan migration rate=the amount in the pass loan changed to the latter four categories/pass
loan*100%;

Migration rate of special mention loans = The amount of special mention loans that became
non-performing loans divided by special mention loans and multiply by 100%;

Migration rate of substandard loans = The amount of substandard loans that became doubtful
loans and loss loans divided by substandard loans and multiply by 100%;

Migration rate of doubtful loans = The amount of doubtful loans that became loss loans
divided by doubtful loans and multiply by 100%;

Return on assets = Net profit of the Bank divided by average total assets and multiply by
100%:;

Return on capital = Net profit attributable to shareholders of the Bank divided by average net
assets attributable to shareholders of the Bank and multiply by 100%;

Cost-to-income ratio = Operation and administrative expenses divided by operating income
and multiply by 100%;

Allowance to total loans = Balance of expected credit loss allowance on loans (or balance of
impairment allowances on loans) divided by total loans and advances to customers and
multiply by 100%. There is no difference between the indicator for the Group and the Bank,
while the regulatory requirements specify that a bank’s allowance to total loans shall not be
less than 2.10% from 2018;

Allowance to non-performing loans = Balance of expected credit loss allowance on loans (or
balance of impairment allowances on loans) divided by balance of non-performing loans and
multiply by 100%. There is no difference between the indicator for the Group and the Bank,
while the regulatory requirements specify that a bank’s allowance to non-performing loans
shall not be less than 140% from 2018;

Capital adequacy ratio = Net capital base divided by risk-weighted assets and multiply by
100%;
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Tier-one capital adequacy ratio = Net tier-one capital divided by risk-weighted assets and
multiply by 100%;

Core tier-one capital adequacy ratio = Net core tier-one capital divided by risk-weighted assets
and multiply by 100%.

Note 3: According to the Notice of China Banking and Insurance Regulatory Commission on
Completing the Filling of Off-site Banking Supervision Statements in 2019 ( {=[E4R{% B &
BR AU 20 19 4R SRAT 3E IR B0 B2 A8 B RS AR A9 AT) ) (Yin Bao Jian Fa [2018] No. 69),
since 2019, the original G14_I Top Ten Group Customers Credit Facilities Statement
( {GUA_IFHARTREMEFE T EEHE W) ) and G14_IIT Top Ten Customers Loan Statement
( {Gl4_NmKTREFHEZIEWER) ) have been suspended, the index data of the loan
concentration of single customer and the concentration of top ten single borrowers are
calculated based on the original indicators.

(IV) Management Discussion and Analysis

In this section, unless otherwise specified, all financial data refers to the Bank’s data in
consolidated financial statement. Any differences between the total and its components in

aggregate as shown herein are due to rounding.

1.

Analysis on major items in balance sheet
(1) Assets

As of December 31, 2018, December 31, 2019, December 31, 2020 and June
30, 2021, the total assets of the Bank were RMB1,646.695 billion, RM1,800.786
billion, RMB2,048.225 billion and RMB2,154.397 billion, respectively, with a
CAGR of 11.53% from 2018 to 2020. The composition of total assets of the Bank
are shown as follows:

Unit: RMB million, %
December 31,  December 31,  December 31,
Item June 30, 2021 2020 2019 2018

Amount %  Amount %  Amount %  Amount %

Cash and balance with central

bank 134,054 622 137441 671 131,029 728 126,370  7.67
Precious metals 5550 026 19478 095 21,251 1.18 8,103 049
Deposits with banks and other

financial institutions 35217 1.63 38,827 190 17,725 098 20,080 1.22

Placements with banks and
other financial institutions 44271 2.05 5,637  0.28 9,184  0.51 7,731 047

Derivative financial asset 12,833 0.60 23434 114 13892 0.77 10,123  0.61
Financial assets purchased

under resale agreements 31,549 146 57,067 279 28950 1.61 27572 1.67
Loans and advances to

customers 1,238,083  57.47 1,165,875 56.92 998,933 5547 837,076 50.83
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December 31,  December 31,  December 31,
Item June 30, 2021 2020 2019 2018
Amount %  Amount %  Amount %  Amount %

Financial assets:
- Financial assets held for
trading at fair value through

profit or loss 151,857 7.05 129,269 631 129266  7.18 135211 821
- Debt investments 353,732 1642 336,109 1641 305,160 16.95 337,836 20.52
- Other debt investments 69,355 322 62,013 3.03 82,922 460 91611 556
— Other equity instrument

investments 1,234 0.06 994 0.05 690  0.04 275 0.02
Long-term equity investments - - - - - - - -
Fixed assets 13321 0.62 13474 0.66 12,673 070 10,357  0.63
Right-of-use assets 3,038 0.14 3,050 0.15 3,256 0.18 - -
Intangible assets 2,040 0.09 2,070 0.10 2,093 0.12 757 0.05
Deferred tax assets 16,480 0.76 14,620 0.71 11,831  0.66 8,320 0.51
Other assets 41,783 194 38867 1.90 31931 177 25272 1.53
Total assets 2,154,397 100.00 2,048,225 100.00 1,800,786 100.00 1,646,695 100.00

The assets of the Bank mainly include loans and advances to customers,
various financial investments and cash and balances with central bank. As of June
30, 2021, the loans and advances to customers, various financial investment, cash
and balances with central bank of the Bank accounted for 57.47%, 26.74% and
6.22% of total assets, respectively.

As of December 31, 2018, December 31, 2019, December 31, 2020 and June
30, 2021, the net loans and advances to customers of the Bank amounted to
RMB837.076 billion, RMB998.933 billion, RMBI1,165.875 billion, and
RMB1,238.083 billion, respectively, with a CAGR of 18.02% from 2018 to 2020.
The Bank enhanced the support of credit to the real economy in line with the
regulatory requirements, continuously deepened the innovation of products and
comprehensive financial service model. The advance of loan has grown at a steady
pace.

As of December 31, 2018, December 31, 2019, December 31, 2020 and June
30, 2021, the net financial investment of the Bank amounted to RMB564.933 billion,
RMB518.038 billion, RMB528.385 billion and RMB576.178 billion, respectively,
accounting for 34.31%, 28.77%, 25.80% and 26.74% of the total assets of the Bank.
In 2017, the financial investments of the Bank included financial assets measured at
FVTPL, available-for-sale financial assets, held-to-maturity investments and
receivable investments. Since 1 January 2018, the Bank has implemented the new
financial instrument standards. Financial investments include financial assets held
for trading, debt investment, other debt investments and other equity instrument
investments. Since 2018, as the Bank proactively adjusted its asset structure and
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responded actively to the call of serving the real economy, the balance of investment
trusts and regulatory schemes has declined. The proportion of financial investment
assets in the Bank’s assets has shown a downward trend.

As of December 31, 2018, December 31, 2019, December 31, 2020 and June
30, 2021, the cash and balances with central bank of the Bank amounted to
RMB126.370 billion, RMB131.029 billion, RMB137.441 billion and RMB134.054
billion, respectively, mainly included reserve deposits.

(2) Liabilities

As of December 31, 2018, December 31, 2019, December 31, 2020 and June
30, 2021, the total liabilities of the Bank amounted to RMB1,544.246 billion,
RMB1,672.759 billion, RMB1,915.682 billion and RMB2,019.280 billion,
respectively, with a CAGR of 11.38% from 2018 to 2020. The composition of
liabilities of the Bank are shown as follows:

Unit: RMB million, %

December 31,  December 31,  December 31,
Item June 30, 2021 2020 2019 2018
Amount %  Amount %  Amount %  Amount %

Deposits from banks and other

financial institutions 164,800 8.16 148,273  7.74 132,950  7.95 170,815 11.06
Due to central bank 59,657 295 84,768 442 94,065 5.62 - -
Placements from banks and

other financial institutions 41,791  2.07 48543 253 33,853 2.02 38,053 246
Financial liabilities held for

trading at fair value through

profit or loss 14,028 0.69 9,231 048 15,143 091 12483 0.8l
Derivative financial liabilities 12,508 0.62 23,478 123 14911 0.89 10,648 0.69
Financial assets sold under

repurchase agreements 34,858 1.73 900  0.05 6,002 036 71,132 4.6l
Customer deposits 1,367,287  67.71 1,335,636 69.72 1,143,741 68.37 974,770 63.12
Employee benefits payable 4233 0.21 4873 025 4439 027 4006 0.26
Taxes payable 599 030 46063 024 4669 028 2613 0.17
Provisions 5496 027 5686 030 5544  0.33 3,118 0.20
Lease liabilities 2997 0.5 2981 016 3,108 0.19 - -
Debt securities issued 291,909 1446 236,682 1235 206,241 1233 245997 1593
Other liabilities 13,720 0.68 9,968 052 8,093 048 10,612 0.69
Total liabilities 2,019,280 100.00 1,915,682 100.00 1,672,759 100.00 1,544,246 100.00
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The liabilities of the Bank mainly include customer deposits, debt securities
issued and deposits from banks and other financial institutions. As of June 30, 2021,
the customer deposits, debt securities issued and deposits from banks and other
financial institutions of the Bank accounted for 67.71%, 14.46% and 8.16% of total

liabilities, respectively.

As of December 31, 2018, December 31, 2019, December 31, 2020 and June
30, 2021, the total customer deposits of the Bank amounted to RMB974.770 billion,
RMBI1,143.741 billion, RMBI1,335.636 billion and RMB1,367.287 billion,
respectively, with a CAGR of 17.06% from 2018 to 2020. Since 2018, the Bank has
proactively responded to changes in the external situations such as interest rate
liberalization, strengthened deposit organization and management, and improved the
differential pricing mechanism of deposit interest rates through increasing the
coverage of outlets across the country. The Bank has also made greater efforts to
develop a fundamental customer base, expand the scale of deposits, increase the
stability of deposits and optimize the deposit structure, thereby achieving rapid
growth in customer deposits. Since the second half of 2020, the Bank has focused
on the adjustment on debt structure, and the deposits growth has slowed down
gradually.

As of December 31, 2018, December 31, 2019, December 31, 2020 and June
30, 2021, the balance of debt securities issued of the Bank amounted to
RMB245.997 billion, RMB206.241 billion, RMB236.682 billion and RMB291.909
billion, respectively. The balance of deposits from banks and other financial
institutions of the Bank amounted to RMB170.815 billion, RMB132.950 billion,
RMB148.273 billion and RMB164.800 billion, respectively. Since 2018, bonds
payable and the balance of deposits from banks and other financial institutions has
fluctuated, mainly due to the market environment, fluctuations in fund costs, the
Bank’s capital needs and other factors.
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2.  Analysis on Key Income Statement Items

In 2018, 2019, 2020 and from January to June 2021, the Bank achieved net profit
attributable to shareholders of the Bank of RMB11.490 billion, RMB12.924 billion,
RMB12.309 billion and RMB6.851 billion, respectively, with a CAGR of 3.50% from
2018 to 2020, and the level of profitability remained stable overall.

In the last three years and one period, the key income statement items are set but

below:
Unit: RMB million
January-

Item June 2021 2020 2019 2018
Operating income 25,903 47,703 46,364 38,943
Including:

net interest income 20,378 37,095 34,662 26,386

Net fee and commission income 1,997 4,250 3,791 4,252

Gains arising from investments 2,019 7,023 7,158 5,286
Operating expenses -17,787 -33,232 -31,712 -25,061
Operating profit 8,116 14,471 14,652 13,882
Total profit 8,151 14,363 14,680 13,851
Net profit 6,988 12,559 13,142 11,560
Net profit attributable to

shareholders of the Bank 6,851 12,309 12,924 11,490
Net profit attributable to

shareholders of the Bank after the

deduction of non-recurring profit

or loss 6,805 12,334 12,828 11,403

In 2018, 2019, 2020 and from January to June 2021, the Bank achieved operating
income of RMB38.943 billion, RMB46.364 billion, RMB47.703 billion and RMB25.903
billion, respectively. The operating income of the Bank was mainly derived from net
interest income, net fee and commission income and investment proceeds.

Net interest income is the largest component of the operating income of the Bank.
In 2018, 2019, 2020 and from January to June 2021, the net interest income of the Bank
amounted to RMB26.386 billion, RMB34.662 billion, RMB37.095 billion and
RMB20.378 billion, respectively, maintaining an overall stable growth.
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3.  Analysis on Cash Flow Statement

In 2018, 2019, 2020 and from January to June 2021, the net increase in cash and
cash equivalents of the Bank amounted to RMB-20.951 billion, RMB9.305 billion,
RMB65.177 billion and RMB8.546 billion, respectively. The cash flow of the Bank is

shown in the table below:

Item

Sub-total of cash inflows from
operating activities

Sub-total of cash outflows from
operating activities

Net cash flows generated
from/(used in) operating
activities

Sub-total of cash inflows from
investing activities

Sub-total of cash outflows from
investing activities

Net cash flows generated
from/(used in) investing
activities

Sub-total of cash inflows from
financing activities

Sub-total of cash outflows from
financing activities

Net cash flows generated
from/(used in) financing
activities

Effects of foreign exchange rates
changes on cash and cash
equivalents

Net increase/(decrease) in cash and
cash equivalents

January-
June 2021

143,475

-168,975

-25,500

813,064

-828,350

-15,286

242,109

-192,892

49,817

-485

8,546
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2020

333,569

-283,989

49,580

2,619,350

-2,620,230

-880

273,452

-255,973

17,479

-1,002

65,177

Unit: RMB million

2019

286,551

-298,096

-11,545

3,783,447

-3,726,302

57,145

239,916

-276,355

-36,439

144

9,305

2018

258,532

-398,847

-140,316

1,882,554

-1,807,253

75,301

317,141

-273,391

43,750

314

-20,951
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VIIL

In 2018, 2019, 2020 and from January to June 2021, the net cash flows generated
from operating activities of the Bank amounted to RMB-140.316 billion, RMB-11.545
billion, RMB49.580 billion and RMB-25.500 billion, respectively. The Bank has made
greater efforts to promote the innovations of business model and service, bringing in a
constant enhancement of market competitiveness, increasingly expanded high-quality
customer base, growing in scale of customer deposits, and increase in cash inflows from
operating activities. In 2018 and 2019 and from January to June 2021, the net cash flow
generated from operating activities was negative, mainly due to the increase in cash paid
for loans and advances to customers as a result of the expansion of the Bank’s business
scale, resulting the increase in cash outflows from operating activities. In 2020, the net
cash flow from operating activities of the Bank was positive, mainly due to the significant
increase in the net inflow in customer deposits.

In 2018, 2019, 2020 and from January to June 2021, the net cash flows from
investment activities of the Bank amounted to RMB75.301 billion, RMB57.145 billion,
RMB-880 million and RMB-15.286 billion, respectively. The Bank has continued to
optimize the allocation of investment assets, and provided capital support and
comprehensive financial services to fundamental customers through diversified
investment tools. Since 2020, the net cash flow from investment activities of the Bank has
been negative, mainly due to the Bank’s increase in the scale of the investment in debt
securities attributable to the study of the market.

In 2018, 2019, 2020 and from January to June 2021, the net cash flows from
financing activities of the Bank amounted to RMB43.750 billion, RMB-36.439 billion,
RMB17.479 billion and RMB49.817 billion, respectively. Since 2018, the net cash flow
from financing activities of the Bank has fluctuated, mainly due to changes in the scale
of financing through the issuance of debt securities. The net cash flow generated from
financing activities in 2019 was negative, mainly due to the rapid growth of deposits, the
decline in demand for interbank liabilities, and the decline in the scale of issuance of
interbank certificates of deposit.

THE USE OF THE PROCEEDS FROM THE RIGHTS ISSUE

The proceeds from the Rights Issue shall not exceed RMB18.0 billion (inclusive). The

Bank will use all net proceeds from the Rights Issue of the Bank (after deducting the relevant

issuance expenses) to replenish the core tier-one capital, enhance the Bank’s capital adequacy

ratios, support the sustainable and healthy development of each business in future and enhance

the Bank’s capital strength and competitiveness.
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IX.

@

THE NECESSITY AND REASONABLENESS OF THE RIGHTS ISSUE
Analysis on the Necessity of the Rights Issue

1. Better Meeting the Capital Supervision Requirements and Enhancing the
Capability of Risk Resilience

In recent years, the China Banking and Insurance Regulatory Commission has been
continuously tightening the capital supervision of commercial banks. The Administrative
Measures for the Capital of Commercial Banks (for Trial Implementation) ( CPZESRATE
AEIPELGAAT)) ) issued by the former China Banking Regulatory Commission in
2012 imposed strict and prudent regulations on the qualification standards and
measurement requirements of various types of capital. Since 2016, the People’s Bank of
China has been implementing a “macro and discreet assessment system” to guide
financial institutions of the banking industry to strengthen self-restrain and self-discipline
management from seven aspects including capital and leverage, assets and liabilities,
liquidity, pricing behavior, asset quality, cross-border financing risks and credit policy
implementation. And it is expected that starting from 2023, China will implement a
capital measurement method based on the Basel III: Final Plan for Post- crisis Reform.
By then, the measurement of various risk-weighted assets of the Bank will be affected to
varying degrees. As at June 30, 2021, the Bank’s consolidated capital adequacy ratio,
tier-one capital adequacy ratio and core tier-one capital adequacy ratio were 12.42%,
9.46% and 8.37%, respectively.

In order to better meet regulatory requirements and enhance the capacity of risk
resilience, it is necessary for the Bank to further increase the core tier-one capital
adequacy ratio through Rights Issue, leave space for the possible increase of regulatory
requirements and ensure the implementation of the long-term strategic development target
of the Bank, while satisfying the needs of future business development.

(2) Supporting the Steady Business Development of the Bank and Further Serving the
Real Economy

With the steady development of the national economy and the acceleration of
financial market reforms, the operating environment of banks is undergoing a profound
change. At the same time, the domestic economy is in the stage of industrial restructuring.
To support the transformation and upgrading of the real economy, the domestic banks
need to maintain a stable and reasonable growth in the scale of credit grants. However,
the increase in the risk-weighted assets will cause the Bank to continue facing capital
pressures as its business develops. As at the end of June 2021, the total assets of the Bank
is RMB2,154.397 billion, representing an increase of 5.18% from the end of 2020; the
total amount of loan and advances issued was RMB1,272.137 billion, representing an
increase of 6.22% from the end of 2020, showing a steady growth trend.
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(ID

To maintain a healthy and rapid development trend and effectively respond to the
rapid changes and challenges of the industry environment, the Bank needs to replenish the
capital required for business development, realize steady operation and further serve the
real economy through Rights Issue.

In summary, the Rights Issue will effectively replenish the Bank’s core tier-one
capital, which is of great significance to the Bank in meeting increasingly stringent
capital regulatory requirements, supporting the sustainable and healthy development of its
business, and further serving the real economy.

Feasibility Analysis on the Rights Issue

The Bank will strengthen capital management and improve the efficiency of the use of

proceeds. Through the rational use of the proceeds from the Right Issue and focusing on

prudent operation and steady development, the Bank will promote the high-quality

development of various businesses and improve profitability and risk resistance while

maintaining the steady growth of its asset scale.

1. A clear strategic positioning to build China Zheshang Bank Co., Ltd. into a first
class commercial bank

The Bank will firmly grasp the overall requirements of basing on the new
development stage, implementing the new development concept, and building a new
development pattern, closely following the implementation of the “August Eight Strategy
in Zhejiang Province, striving to create an “important window”, and strive to create a
leading province in socialist modernization. Guided by the overall goal of “two most”, the
Bank deepens the implementation of the platform-based service strategy, and continue to
build the three major characteristics of liquidity services, industrial chain supply chain
services, and wealth management services through continuous improvement of the three
capabilities of digitalization, specialization and refinement. The Bank deeply implements
the twelve-character business policy of “enlarging scale, adjusting structure, controlling
risks, and creating benefits”, promotes high-quality development, and accelerates the
realization of the vision of a “first-class commercial bank”.

2. Adhering to the platform-based service strategy and endeavor to promote the
development of the business sector of large companies

The Bank will continue to fully promote the development strategy of the business
segment of large companies and further develop on the basis of the results of the
platform-based service model, focus on key customer, key business, key regions and key
personnel under the principle of “a policy for an account and a policy for a bank”, as well
as the three core requirements of physical enterprises, being “reducing financing costs,
improving service efficiency and maintaining the stability of the supply chain”, and
embed banking business and services into corporate production, operation and fund
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management activities, so as to help core companies build an ecosystem and sales
network, help upstream and downstream companies to effectively solve the problems of
difficulties in financing, high financing costs and low financing efficiency, and
effectively serve the real economy.

3.  Continuing to focus on small and micro services, and comprehensively improving
inclusive financial service capabilities

The Bank has been implementing the national economic and financial policies and
decision-making arrangements, practiced inclusive finance, and served the small and
micro real economy. It is a pioneer in the business of small and micro enterprises in the
industry, and has formed distinctive advantages in terms of mechanism, products,
processes, and risk control. Adhering to the principle of sustainable business development
and based on a professional operation method, the Bank actively applied Internet
technology and thinking, continued to focus on key points, and expanded the coverage of
inclusive finance. In the future, the Bank will actively carry out a three-year expansion
of first-lenders, actively increase medium and long-term financial support for
manufacturing and emerging industries, and comprehensively improve inclusive financial
service capabilities.

4.  Further enhancing customer service capabilities, cultivating unique advantages in
retail business and new growth drivers

In terms of retail business, the Bank will closely focus on the “two most” overall
goal of the Bank, and realize the overall rapid development of each retail business by
building the unique advantages of wealth management as the main line of development.
In terms of personal deposit and loan business, the Bank will strengthen the optimization
of the personal deposit structure to achieve a steady increase in the scale of personal
deposits; in terms of wealth management business, the Bank will continue to build a
“client-entrusted unique wealth management bank” in an all-round way; in terms of
private banking business, the Bank will continue to improve the three major capabilities
in customer service, wealth management and asset allocation by improving products,
characteristic value-added services and professional teams; in the credit card business, the
Bank will accelerate the development of online and scenario-based transformation, and
promote a profitable, high-quality and sustainable business development.
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5.  Building the core advantages of finance technology and promoting the digital
transformation of the Bank

The Bank will continue to deepen the development of finance technology, practice
technology-driven transformation, strengthen finance-technology-innovation driven
development and explore the in-depth integration of cutting-edge technologies such as
block-chain, Internet of Things, artificial intelligence, cloud computing, big data and
meta universe with banking business and operation management to create strong technical
intermediate platform and data intermediate platform, comprehensively empower
operational management, improve quality and enhance profitability. In terms of business
development, relying on business innovation empowered by finance technology, the Bank
will focus on promoting the construction of the “Five Major” business segments system.
In terms of operation management, the Bank will continue to strengthen the improvement
of the operation and maintenance management system, actively innovate the technology
management system and mechanism, and endeavor to promote the digital transformation
of the Bank.

VI. Remedial Measures for the Dilution of Current Returns by the Rights Issue

Upon completion of the Rights Issue, the amount of share capital and net assets of the
Bank will increase by a larger degree. However, it takes a certain period to produce benefits
after the investment of proceeds, and the Bank mainly depends on its existing business to
realize profits and Shareholders’ return, so the Bank’s indicators such as the earnings per Share
and weighted average net return on assets will experience a certain decrease in short term, i.e.
the immediate returns will be susceptible to dilution after the Bank’s Rights Issue. Please refer
to the relevant contents set out the Announcement of Remedial Measures for the Dilution of
Current Returns to Original Shareholders by Rights Issue of China Zheshang Bank Co., Ltd.
for further details.

The specific remedial measures for the risk of dilution of current returns do not constitute
a guarantee of future profit by the Bank. Investors shall not make decisions related to
investment on the above basis, and any losses thus incurred shall not be borne by the Bank.

VII. Profit Distribution Policy and Implementation

(I) The Relevant Requirements of the Existing Articles of Association on the Profit
Distribution Policy

“Article 249 Our Bank shall distribute profits after income tax in the following
order:

(I) to make up for the losses of previous years;
(2) to set aside 10% as statutory reserve fund;
(3) to make allocations to general reserve;

(4) to set aside discretionary reserve fund;

(5) to pay dividends to shareholders.
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The payment of dividends on preference shares should be subject to laws, rules,
departmental regulations, and relevant provisions of the securities regulatory authorities in the
place where the Bank’s shares are listed and the preference shares are issued or listed, and the
Articles of the Association.

Article 250 No further contribution may be required when the accumulated amount of
statutory reserve funds of our Bank reaches more than 50% of our registered capital.

If the statutory revenue reserve is not sufficient to cover the losses in the previous year,
the profits of the current year shall be used to cover such losses before allocation to the
statutory revenue reserve is made in accordance with the provisions of the proceeding
paragraph. After withdrawal of statutory reserve fund, the general meeting may decide whether

to withdraw discretionary reserve fund.

If it is resolved at the general meeting to distribute profit to shareholders before covering
the losses and making allocation to statutory revenue reserve in violation to the provisions of
the proceeding paragraph, the shareholders shall return such distributed profits to our Bank.

The reserve fund of our Bank shall be used for making up the losses, expanding the scale
of operation or increasing the registered capital. However, capital reserve of our Bank shall not

be applied for making up for losses.

The shares held by our Bank shall not participate in the profit distribution.

Article 251 If the statutory reserve fund is converted into capital, the retained part of such
statutory reserve fund shall not be less than 25% of the registered capital of the Bank prior to
the conversion.

Article 252 The profit distribution policy of ordinary shareholders of the Bank is as
follows:

(I) The Bank will implement a sustainable and stable dividend distribution policy. The
Bank shall emphasize reasonable investment returns to investors and take its
sustainable development into account when distributing dividends. The Bank shall
give priority to distribution of dividends in cash subject to compliance with the
principle of continuous profitability, regulatory requirements and its normal
operation and long-term development.

(IT) Particulars of the profit distribution policy are as follows:
1. Form of profit distribution and its interval: The Bank may distribute profits in

proportion to the shareholdings of Shareholders, and may make dividend
distributions either in cash or in shares or a combination of both. If the Bank
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satisfies the conditions for cash dividends, it shall give priority to make profit
distribution in the form of cash dividends. The Bank shall, in principle,
distribute profits once a year. Where conditions allow, the Bank may distribute
interim dividends.

2. Particulars of conditions and ratio of cash dividend distribution: In general, no
cash dividends shall be paid to Shareholders for any year in which the Bank’s
capital adequacy ratio is lower than the minimum standard required by the
regulatory authorities of the PRC. Provided that the capital adequacy ratio
meets the regulatory requirements, the Bank may pay cash dividends if its
profits realized in each year, after making up any losses, making allocations to
reserve fund and general reserve and making the payment for dividends on
preference shares in accordance with applicable laws, remain positive and
distributable. The accumulated profits distributed to the ordinary shareholders
by the Bank in cash in last three years shall be no less than 30% of the annual
average distributable profits attributable to the ordinary shareholders of the
Bank realized for these three years. The specific ratio of cash dividend
distribution each year will be determined by the Bank in accordance with the
requirements of the relevant laws, regulations, regulatory documents and the
Articles of Association, and based on its business operation, and will be

considered and approved at general meetings of the Bank.

3. Conditions for distributing dividends in shares: Where the operating income of
the Bank grows rapidly and the Board considers that the share price of the
Bank does not reflect its share capital, the Bank may propose and execute a
share dividend distribution proposal in addition to payment of the cash
dividend distribution above.

4. The Board of the Bank shall take into full account various factors, such as
features of the industries where the Bank operates, stage of development, its
own business model, profitability and whether there is significant capital
expenditure arrangement, to distinguish the following situations and put
forward differentiated policies of cash dividend policy in accordance with the
procedures as required by the Articles of Association of the Bank:

(1) If the Bank is at the mature stage of development and has no significant
capital expenditure arrangement, the proportion of cash dividends in the
profit distribution shall be at least 80% when the profit distribution is
made;

(2) If the Bank is at the mature stage of development and has significant
capital expenditure arrangement, the proportion of cash dividends in the
profit distribution shall be at least 40% when the profit distribution is
made;

_64 —



APPENDIX I PLAN ON PUBLIC ISSUANCE OF SHARES
BY WAY OF RIGHTS ISSUE

(3) [If the Bank is at the growing stage and has significant capital expenditure
arrangement, the proportion of cash dividends in the profit distribution
shall be at least 20% when the profit distribution is made;

If it is difficult to distinguish the Bank’s stage of development and the Bank
has significant capital expenditure arrangement, the profit distribution may be
dealt with pursuant to the preceding provisions.

5. The Bank shall not distribute profits to the ordinary shareholders before
ensuring the full satisfaction of annual dividend as agreed to preference
shareholders.

(ITII) Review Procedure of Profit Distribution:

1. When determining a profit distribution plan, the Board shall consider, among
other things, the timing, conditions and minimum ratio for cash dividend
distribution, its conditions for adjustments and the requirements of the
procedures for decision-making. The independent Directors shall give specific
opinion in respect thereof. The independent Directors may seek the opinion of
the minority Shareholders, devise a dividend distribution proposal accordingly
and submit the same directly to the Board for consideration. Prior to the
consideration of the plan by the Shareholders at a general meeting, the Bank
shall communicate and exchange ideas through multiple channels with
Shareholders (in particular, the minority Shareholders), consider the opinions
and requests of the minority Shareholders and give timely responses to the
issues that concern them. The Supervisory Committee of the Bank shall
supervise the formulation and decision-making by the Board of the profit
distribution plan of the Bank.

2. Where the Bank has satisfied conditions for cash dividend distribution but has
not prepared any cash dividend plan, or the accumulated profit distributed by
the Bank in cash in last three years is less than 30% of the distributable profits
realized by it for these three years, the Board shall set out the specific reasons
for not distributing cash dividends, the exact purpose for the retained profits
and the estimated investment return. The Bank shall submit to the general
meeting for consideration after the independent Directors have expressed their
opinions, and make disclosure in the designated media by the Bank. The Bank
shall provide access to online voting platforms for Shareholders.

— 65—



APPENDIX I PLAN ON PUBLIC ISSUANCE OF SHARES

BY WAY OF RIGHTS ISSUE

(Iv)

V)

(VD

(VII)

Explanation of the reasons for not making profit distribution in cash: A profit
distribution plan shall be disclosed in the annual report for the year. If the Bank
generated profits during the reporting period but the Board of the Bank has not made
any cash profit distribution plan, the reasons thereof and the use of proceeds retained
by the Bank not used for distribution shall be explained in detail in its periodic
reports and independent Directors shall give an independent opinion in this regard.

Adjustments to the profit distribution policy: If the production and operation of the
Bank are materially affected as a result of war, natural disasters and other events of
force majeure, or any change in its external operating environment, or any
significant changes in its own operating conditions, the Bank may adjust its profit
distribution policy. When the Bank makes such adjustment, the Board shall prepare
a written report on special topics containing detailed discussion and verification of
the reasons for adjustment, which, after being considered by the independent
Directors, shall be submitted to the general meeting for approval by Shareholders
representing over 2/3 voting rights at such meeting. The Bank shall provide access
to online voting platforms for Shareholders for voting purpose. In considering such
adjustments at a general meeting, the opinions of minority Shareholders must be
sufficiently considered.

If there is any shareholder illegally taking up the Bank’s capital, the Bank shall
deduct the cash dividends allocated to such shareholder to repay the amount of
capital taken.

The Bank shall disclose in detail the formulation and implementation of cash
dividends distribution policy in its annual reports, and state whether the policy is in
compliance with these Articles of Association or the resolutions passed at general
meeting, whether the benchmark and ratio of dividend distribution are definite and
clear, whether the relevant decision-making procedure and mechanism is
impeccable, whether independent directors perform their duties diligently and
exercise their functions as required, whether the minority shareholders have the
opportunities to fully express their opinions and appeals, and whether the legitimate
rights and interests of the minority shareholders have been fully protected. Where
the Bank revises or changes its cash dividend distribution policy, it shall explain in
detail as to whether the revised or changed plans and procedures are in compliance
with regulations and transparent.
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(IT) The Profit Distribution for the Last Three Years

1. The Arrangements of Profit Distributions and the Uses of Undistributed
Profits for the Last Three Years

(1)

(2)

Profit Distribution of Ordinary Shares

®  Profit Distribution of Ordinary Shares for the Year 2018

According to the relevant resolutions at 2018 annual general
meeting of the Bank convened on May 27, 2019, the Bank did not make
dividend distribution to ordinary shareholders in 2018.

®  Profit Distribution of Ordinary Shares for the Year 2019

As approved by shareholders in 2019 Annual General Meeting on 16
June 2020, based on the Bank’s total ordinary shares amounting to 21,269
million shares on the record date of profit distribution, the Bank declared
a cash dividend of RMB2.40 for each 10 ordinary shares, with total
amount of RMB5,104 million.

®  Profit Distribution of Ordinary Shares for the Year 2020

As approved by shareholders in 2020 Annual General Meeting on
June 30, 2021, based on the Bank’s total ordinary shares amounting to
21,269 million shares on the record date of profit distribution, the Bank
declared a cash dividend of RMB1.61 for each 10 ordinary shares, with
total amount of RMB3,424 million.

Dividend Distribution of Preference Shares

On December 20, 2017 as approved by the resolution of the board of

directors, the Bank would distribute dividends to offshore preference
shareholders. A total dividend of USDI132 million (tax inclusive) was
distributed, calculated at a dividend rate of 5.45% (after tax), equivalent to
RMB866 million. The dividend issuance date was March 29, 2018.

On March 18, 2019, as approved by the resolution of the board of

directors, the Bank would distribute dividends to offshore preference
shareholders. A total dividend of USDI132 million (tax inclusive) was
distributed, calculated at a dividend rate of 5.45% (after tax), equivalent to
RMBS881 million. The dividend issuance date was March 29, 2019.
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On March 11, 2020, as approved by the resolution of the board of
directors, the Bank would distribute dividends to offshore preference
shareholders. A total dividend of USDI132 million (tax inclusive) was
distributed, calculated at a dividend rate of 5.45% (after tax), equivalent to
RMB932 million. The dividend issuance date was March 30, 2020.

On January 5, 2021, as approved by the resolution of the board of
directors, the Bank would distribute dividends to offshore preference
shareholders. A total dividend of USD132 million (tax inclusive) was
distributed, calculated at a dividend rate of 5.45% (after tax), equivalent to
RMBR858 million. The dividend issuance date was March 29, 2021.

(3) Arrangement for the usage of the undistributed profits for the last three
years

In accordance to the regulatory requirements of the CBRC on capital of
commercial banks, the undistributed profits for the last three years of the Bank
have been carried forward to the next year, which were retained to replenish
the capital for the stable development of various businesses of the Bank.

2. Details on the Dividend Distributions of Ordinary Shares for the Last Three
Years

Details on the dividend distributions of ordinary shares for the last three years
of the Bank are shown in the following table:

Unit: RMBI100 million

Net profit  Cash dividends
attributable to  as a percentage

ordinary of net profit
shareholders of  attributable to
the parent ordinary
Cash dividend company for shareholders of
amount (Tax the dividend the parent
Dividend year inclusive) year company
2020 34.24 113.77 30.10%
2019 51.04 120.43 42.38%
2018 0.00 112.74 0.00%
The accumulated profit distributed in cash
in the last three years as a percentage to
the average annual distributable net
profit realized in the last three years 73.74%
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In November 2019, the Bank has been listed on the Shanghai Stock Exchange.
During 2018-2020, the Bank’s accumulated profit distributed in cash as a percentage
to the average annual distributable net profit realized in the last three years was
73.74%. The cash dividends distributed by the Bank for the last three years have
been complied with the relevant requirements under the Articles of Association of
China Zheshang Bank Co., Ltd. and shareholders return plans. The legal benefits of
our Shareholders are fully safeguarded with comprehensive procedures and
mechanisms for decision making, accurate and clear dividend standards and ratios,
which have been considered and agreed by the independent directors of the Bank.

3. Profit Distribution Policy of the Bank After the Rights Issue

In order to further increase Shareholders’ return, optimize and implement the
cash dividend policy, clarify the plan of the Bank for providing reasonable
investment returns to Shareholders, improve the transparency and operability of
decision-making on profit distribution and to facilitate supervision of the Bank’s
operations and profit distribution by the Shareholders, the Board of the Bank has
formulated the Shareholder Return Plan for the Next Three Years (2022-2024) of
China Zheshang Bank Co., Ltd., the detailed contents of which are as follows:

(1) Priorities of Profit Distribution

Our Bank shall distribute profits after income tax in the following order:

® to make up for the losses of previous years;

®  to set aside 10% as statutory reserve fund;

®  to make allocations to general reserve;

@  to set aside discretionary reserve fund;

®  to pay dividends to ordinary shareholders.

The payment of dividends on preference shares should be subject to laws,
rules, departmental regulations, and relevant provisions of the securities
regulatory authorities in the place where the Bank’s shares are listed and the
preference shares are issued or listed, and the Articles of the Association.

No further contribution may be required when the accumulated amount of

statutory reserve funds of our Bank reaches more than 50% of our registered
capital.

—69 —



APPENDIX I PLAN ON PUBLIC ISSUANCE OF SHARES
BY WAY OF RIGHTS ISSUE

If the statutory revenue reserve is not sufficient to cover the losses in the
previous year, the profits of the current year shall be used to cover such losses
before allocation to the statutory revenue reserve is made in accordance with
the provisions of the proceeding paragraph. After withdrawal of statutory
reserve fund, the general meeting may decide whether to withdraw
discretionary reserve fund.

If it is resolved at the general meeting to distribute profit to shareholders
before covering the losses and making allocation to statutory revenue reserve
in violation to the provisions of the proceeding paragraph, the shareholders
shall return such distributed profits to our Bank.

The reserve fund of our Bank shall be used for making up the losses,
expanding the scale of operation or increasing the registered capital. However,
capital reserve of our Bank shall not be applied for making up for losses.

The shares held by our Bank shall not participate in the profit
distribution.

(2) Forms and Interval of Profit Distribution

The Bank shall distribute profits on a pro-rata basis based on the
shareholdings of shareholders, and may make dividend distributions either in
cash or shares or in a combination of both. If the Bank reaches the conditions
for cash dividends, it shall give preference to profit distribution in the form of
cash dividends. The Bank shall, in principle, distribute profits once a year.
Where conditions allow, the Bank may distribute interim dividends.

(3) Conditions and ratio of cash dividend distribution

In general, no cash dividend shall be paid to the shareholders for any year
in which the Bank’s capital adequacy ratio falls below the minimum standard
required by the regulatory authorities of the PRC. Provided that the capital
adequacy ratio meets the regulatory requirements, the Bank may pay cash
dividends for each of the years with realized profits which, after recovery of
losses and withdrawal of the statutory reserve fund, general reserve and
payment of dividends to preference shareholders in accordance with applicable
laws, remain positive and distributable. The profit to be distributed to ordinary
shareholders by the Bank in cash each year shall be no less than 30% of the
distributable profits of the Bank for the last three years. The specific ratio of
cash dividend distribution each year shall be set by the Bank in accordance
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with the requirements of the relevant laws, regulations, regulatory documents
and Articles of Association of China Zheshang Bank Co., Ltd. and based on its
business operations, and then shall be considered and approved at the general
meetings of the Bank.

Where the operating income of the Bank grows rapidly and the Board of
Directors considers that the share price of the Bank does not reflect its share
capital scale, the Bank may propose and execute a share dividend distribution
proposal in addition to the aforesaid distribution of cash dividends.

The Board of Directors of the Bank shall take into full account various
factors, including features of the industries where the Bank operates, the stage
of its development, its own business model, profitability and whether there are
significant capital expenditure arrangements, to distinguish the following
situations from each other and put forward differentiated cash dividend
policies in accordance with the procedures provided under Articles of
Association of China Zheshang Bank Co., Ltd.:

® if the Bank is at the mature stage of development and has no
significant capital expenditure arrangement, the proportion of cash
dividends in the distributable profits shall be at least 80% when
making profit distribution;

@  if the Bank is at the mature stage of development and has significant
capital expenditure arrangements, the proportion of cash dividends
in the distributable profits shall be at least 40% when making profit
distribution;

® if the Bank is at the growing stage of development and has
significant capital expenditure arrangements, the proportion of cash
dividends in the distributable profits shall be at least 20% when

making profit distribution.

If it is difficult to distinguish the Bank’s stage of development and the
Bank has significant capital expenditure arrangements, the profit distribution
may be dealt with pursuant to the preceding paragraph.

The Bank shall not make dividend distribution to ordinary shareholders

before ensuring that the dividend agreed each year has been paid in full to
preference shareholders.
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RESOLUTION IN RELATION TO THE FULFILLMENT OF
ISSUE CONDITIONS OF RIGHTS ISSUE OF
CHINA ZHESHANG BANK CO., LTD.

The Bank plans to allot shares to original shareholders (the “Rights Issue”). According

to the laws, regulations and regulatory documents including the Company Law of the PRC (the

“Company Law”), the Securities Law of the PRC (the “Securities Law”), the Administrative
Measures for Issuance of Securities by Listed Companies ( {_ LT RlE R8T IHE) )
(the “Issuance Measures”) and the Issuance Regulatory Q&A — Regulations on Guiding and
Regulating Financing Activities of Listed Companies (Revised) ( €#17 Ei 4 24— A 5] 45
B LT RS AT 51 B ZIR(BFTR)) ), and in light of the annual audit report of the
Bank, the formulation and implementation of each system, internal control level of finance and

management, the convening of general meeting, aggregating the Broad and supervisors and

their decision-making as well as the plan for the use of proceed from the Rights Issue, the Bank

has complied with the statutory conditions for the Rights Issue. Details are as follow:

I

II.

THE BANK COMPLIES WITH RELEVANT PROVISIONS IN THE COMPANY
LAW

@D

(D

The Rights Issue include RMB ordinary shares (A Shares) and overseas-listed
foreign shares (H Shares), and each share of the same type has the same issuance
conditions and the Rights Issue Prices are the same after exchange rate adjustments,

which complies with the relevant provisions in Article 126 of the Company Law.

The par value of the issuance of Shares for the Right Issue is RMB1.00. The price
of Rights Issue is to be determined at a discount to market price having regard to the
market trading conditions of the A Shares and the H Shares before the publication
of the Rights Issue announcement. The final Rights Issue Price shall be determined
through negotiation between those parties authorized by the Board and the
sponsor(s) institution (underwriter(s)) with reference to the market conditions
before the issuance, which complies with the relevant provisions in Article 127 of
the Company Law.

THE BANK COMPLIES WITH RELEVANT PROVISIONS IN THE SECURITIES
LAW

ey

(1D

The Rights Issue of the Bank complies with the relevant requirements of the
Issuance Measures ( (Z¥17##%) ) of the China Securities Regulatory Commission
(the “CSRC”), therefore it complies with the relevant provisions in Article 12 of the
Securities Law.

The net proceeds from the H Shares IPO in 2016 and the A Shares IPO in 2019 of
the Bank after deducting the relevant issuance cost have been fully applied for the
replenishment of the Bank’s core tier-one capital, which complies with the relevant

provisions in Article 14 of the Securities Law.
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II1.

@

(ID

THE BANK COMPLIES WITH RELEVANT PROVISIONS IN THE ISSUANCE
MEASURES

The Bank has a complete and well-operated organization:

4.

The Articles of Association of China Zheshang Bank Co., Ltd. are lawful and
effective, and there are sound systems for the general meeting, the Board of
Directors, the board of supervisors, and independent Directors, who are able to
perform their respective duties in accordance with the law;

The Bank has a sound internal control system, which can ensure its operating
efficiency, legal compliance, and the reliability of its financial reports effectively.
There are no serious defects in regard to the completeness, reasonableness and
validity of the internal control system;

The current Directors, supervisors and senior management are qualified for their
posts and can faithfully and diligently perform their duties. None of them has
committed any act in violation of Article 147 or Article 148 of the Company Law,
or has been given any administrative penalties by the CSRC within the recent 36
months, or has been publicly condemned by the stock exchange within the recent 12

months;

It has not provided any illegal guarantee to external parties,

which complies with the relevant requirements of Article 6 of the Issuance Measures.

The Bank has sustainability in its profit-making ability:

Profit is recorded for three consecutive accounting years. In 2018, 2019 and 2020,
the audited net profit amounted to RMB11.560 billion, RMB13.142 billion and
RMB12.559 billion, and the net profit after deducting non-recurring profit or loss
amounted to RMB11.461 billion, RMB13.044 billion and RMB12.559 billion;

It has relatively stable sources of businesses and profits;

It can maintain its present primary business or investment trend sustainably. It has
a sound business operation mode and investment plan, and has a good market
prospect for its main products or services. There is no seriously unfavorable
imminent or foreseeable change in the business operation environment and market

demands;

The senior management is stable and there is no seriously unfavorable change;
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(I1II)

5.  The important assets, core technologies or other material interests of the Bank have
been lawfully obtained and can be continuously utilized, and there is no seriously
imminent or foreseeable unfavorable change;

6. There is no guarantee, litigation, arbitration or any other important matters that are
likely to seriously affect the sustainable business operations of the Bank;

7.  For the A Shares IPO in 2019 of the Bank, the operating profit for the year of listing
increased by 5.55% from the previous year. There is no public issuance of securities
within the recent 24 months, and there is no situation of a decrease in the business
profits of the current year of the issuance by 50% or more as compared to the

previous year,

which complies with the relevant provisions in Article 7 of the Issuance Measures.

The Bank is in a good financial position:

1. TIts basic accounting work is standard, and it strictly complies with the unified
accounting system of the State;

2.  The audit opinions of the audit reports for the recent three years are standard

unqualified opinions;

3. The assets are of good quality. The non-performing assets is not sufficient to
produce any seriously unfavorable effect on the financial position;

4.  Tts business outcomes are authentic and the cash flows are normal. It has strictly
complied with the relevant corporate accounting standards of the State in
recognition of its business incomes, costs and expenses. It has made full and
reasonable provisions for the asset impairment in the recent three years and has

never manipulated its operating results;

5. The profits which it has accumulatively distributed in cash for the recent three years
accounted for 73.74% of the annual average distributable profits realized in the
recent three years. Meanwhile, given the A Shares of the Bank are listed for less than
3 years, since the listing of A Shares, the profits which it has accumulatively
distributed in cash accounted for 72.83% of the annual average distributable profits

realized after listing,

which complies with the relevant provisions in Article 8 of the Issuance Measures.
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(IV) The Bank has no false record in its financial and accounting documents within the
recent 36 months and has not committed any of the following serious illegal acts as
stipulated in Article 9 of the Issuance Measures:

1. It has been subject to any administrative penalties of the CSRC or has been given
any criminal punishments due to a violation of any securities laws, administrative

regulations or rules;

2. It has been subject to any administrative penalties with serious circumstances, or has
been subject to any criminal punishments due to a violation of any laws,
administrative regulations or rules on industry and commerce, tax, land,

environmental protection or customs;

3. Other acts in violation of other national laws or administrative regulations with
serious circumstances.

(V) The amount and utilization of the proceeds raised by the Bank:
1. They comply with the capital needs of the Bank;
2. The proceeds, after deducting relevant issuance costs, are all applied for the
replenishment of core tier-one capital, and there is no incompliance with the national
industry policies and laws and administrative regulations on, among others,

environmental protection and land administration;

3.  The proceeds specific storage system has been established and the proceeds have
been stored in specific accounts,

which complies with the relevant provisions in Article 10 of the Issuance Measures.
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(VI) The Bank is not involved in any of the following circumstances under which it is
prohibited to issue any securities publicly as stipulated in Article 11 of the Issuance
Measures:

1. The application documents for the Rights Issue have any false record, misleading
statement or serious omission;

2. It changes the purposes of the use of the proceeds raised in the previous public
issuance of securities without permission and fails to make rectifications;

3. The Bank has been publicly condemned by the stock exchange within the recent 12
months;

4.  The Bank fails to perform its public commitments to the investors within the recent
12 months;

5. The Bank or any of its incumbent Directors or senior management are being
investigated by the judicial authority due to any suspected crime or are being
investigated by the CSRC due to any suspected violation;

6.  Other circumstances under which the legitimate rights and interests of the investors

or the social and public interests are severely impaired.

(VII) The Bank intends to conduct the Rights Issue on the basis of up to three (3) Shares
for every ten (10) Shares, under which, the A Share Rights Issue will proceed on a
best effort basis pursuant to the requirements of the Securities Law, and it complies
with the relevant provisions in Article 12 of the Issuance Measures.

IV. THE BANK SATISFIES THE RELEVANT PROVISIONS OF THE ISSUANCE
REGULATORY Q&A - REGULATIONS ON GUIDING AND REGULATING
FINANCING ACTIVITIES OF LISTED COMPANIES (REVISED):

For the A Shares IPO of the Bank in November 2019, the proceeds amounted to
RMB12.438 billion. The Board meeting for the Rights Issue is 23 months after the date of
receiving the raised funds and it complies with the relevant provisions in the Issuance
Regulatory Q&A — Regulations on Guiding and Regulating Financing Activities of Listed
Companies (Revised) ( (E¥47 % M —BR 5 B & i/ AUE AT 5 ) B BOR (1B FT
).

In conclusion, the Board is of the view that the Bank has a complete and well-operated
organization, sustainable profit-making ability, a good financial position without false record
in its financial and accounting documents. The amount and utilization of the proceeds comply
with relevant provisions without any significant violations. It satisfies various regulations and
requirements on rights issue by listed companies in relevant laws and regulations, and it has
the qualification and conditions for the application for rights issue.
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REPORT ON THE USE OF PREVIOUSLY RAISED FUNDS
AS AT 30 SEPTEMBER 2021 OF CHINA ZHESHANG BANK CO., LTD.

Pursuant to the provisions under the Status Report on the Use of Previously Raised Funds
issued by the China Securities Regulatory Commission (Zheng Jian Fa Xing Zi [2007] No. 500)
( CERAIRGEEE S AHIREMFE) (BEEITF[2007]150098)), China  Zheshang
Bank Co., Ltd. (hereinafter referred to as the “Bank”) prepared the report on the use of the
previously raised funds as at 30 September 2021.

I. OVERVIEW OF THE PREVIOUSLY RAISED FUNDS

(D Initial public offering (including over-allotment) of overseas-listed foreign shares
(ordinary H Shares) in March 2016

As approved by the China Securities Regulatory Commission with the Approval on the
Issuance of Overseas Listed Foreign Invested Shares by China Zheshang Bank Co., Ltd.
(Zheng Jian Xu Ke [2016] No. 118) ( BRI HER P 8RAT B An A BR A vl B84 T4 4h b TS E ik
ML) (7B 7FrI[2016]118%%)), the Bank was listed on The Stock Exchange of Hong Kong
Limited on 30 March 2016. The total proceeds raised from the offering were
HK$13,662,000,000 (equivalent to RMBI11,421,705,240). After deducting the issuing
expenses, the net proceeds were equivalent to RMB11,212,856,319.

As at 19 April 2016, such proceeds have been deposited to bank account No. 7215971321
and No. 02187560123417 opened by the Bank at the Agricultural Bank of China Hong Kong
Branch and Bank of China Hong Kong Branch, respectively, and were verified by
PricewaterhouseCoopers Zhongtian LLP, which has issued the capital verification report (PwC
Zhong Tian (2016) Yan Zi No. 1308).

(IT) Non-public issuance of preference shares in March 2017

As approved by the Approval of China Banking Regulatory Commission (“CBRC”)
Concerning the Issuance of Offshore Preference Shares and Amendments to the Articles of
Association by China Zheshang Bank Co., Ltd.(Yin Jian Fu [2017] No. 45) issued by CBRC
and China Securities Regulatory Commission’s Approval Concerning the Overseas Issuance of
Preference Shares by China Zheshang Bank Co., Ltd. (Zheng Jian Xu Ke [2017] No. 360), the
Bank non-publicly issued 108,750,000 preference shares to qualified investors at an issue price
of USD20 per share. The total proceeds were USD2,175,000,000, and net proceeds after
deducting the issuing expenses were equivalent to RMB14,957,663,800.

As at 30 March 2017, the aforesaid proceeds have been deposited to specific bank account
for proceeds from issuing preference shares No. 01287560102739 opened by the Bank at Bank
of China (Hong Kong) Limited, and were verified by PricewaterhouseCoopers Zhongtian LLP,
which has issued the capital verification report (PwC Zhong Tian (2017) Yan Zi No. 395).
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(IIT) Non-public additional issuance of overseas-listed foreign shares (ordinary H Shares)
in March 2018

As approved by the Approval of CBRC Concerning the H Share Capital Increase Plan of
China Zheshang Bank Co., Ltd.(Yin Jian Fu [2018] No. 16) issued by CBRC and China
Securities Regulatory Commission’s Approval Concerning the Additional Issuance of
Overseas-listed Foreign Shares by China Zheshang Bank Co., Ltd. (Zheng Jian Xu Ke [2018]
No. 486), the Bank non-publicly issued 759,000,000 ordinary H shares to overseas investors
at an issue price of HK$4.80 per share. The total proceeds were HK$3,643,200,000, and net
proceeds after deducting the issuing expenses and relevant domestic expenses were equivalent
to RMB2,914,544,841.

As at 29 March 2018, the aforesaid proceeds have been deposited to specific bank account
for proceeds No. 02187560123417 opened by the Bank at Bank of China (Hong Kong) Limited,
and were verified by PricewaterhouseCoopers Zhongtian LLP, which has issued the capital
verification report (PwC Zhong Tian (2018) Yan Zi No. 0192).

(I'V) Initial public offering of RMB ordinary shares (A shares) in November 2019

As approved by the Approval of CBRC Concerning the Initial Public Offering of A Shares
and Matters on Listing of China Zheshang Bank Co., Ltd.(Yin Jian Fu [2017] No. 345) issued
by CBRC and China Securities Regulatory Commission’s Approval Concerning the Initial
Public Offering of Shares by China Zheshang Bank Co., Ltd. (Zheng Jian Xu Ke [2019] No.
1846), the Bank issued RMB ordinary shares (A shares) under the initial public offering to
domestic investors. The total proceeds were RMB12,597,000,000, and net proceeds after
deducting the issuing expenses amounted to RMB12,437,943,067.

As at 20 November 2019, the aforesaid proceeds have been deposited to the bank account
No. 3310008080120100100248 opened at China Zheshang Bank Business Center, and were
verified by PricewaterhouseCoopers Zhongtian LLP, which has issued the capital verification
report (PwC Zhong Tian (2019) Yan Zi No. 0685).

II. ACTUAL USE OF THE PREVIOUSLY RAISED FUNDS

As at 30 September 2021, the Bank has utilised all remaining proceeds after deducting the
issuing expenses from the initial public offering (including over-allotment) of overseas-listed
foreign shares (ordinary H shares) in March 2016, the non-public issuance of preference shares
in March 2017, the non-public additional issuance of overseas-listed foreign shares (ordinary
H shares) in March 2018 and the initial public offering of RMB ordinary shares (A shares) in
November 2019 to replenish the capital of the Bank, which is in line with the intended use of

proceeds in accordance with the undertakings made in connection therewith.

The actual use of the previously raised funds as at 30 September 2021 is set out in the
“Breakdown of the Use of the Previously Raised Funds” to the schedule of this report.
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III. ECONOMIC BENEFITS GENERATED BY THE USE OF THE PREVIOUSLY
RAISED FUNDS

After initial public offering (including over-allotment) of overseas-listed foreign shares
(ordinary H shares) in March 2016, the Bank raised funds successively through non-public
issuance of preference shares, non-public additional issuance of overseas-listed foreign shares
(ordinary H shares) and initial public offering of RMB ordinary shares (A shares). All the
raised funds after deducting the issuing expenses have been applied to replenish the capital of
the Bank. Due to the particularity of banking business, the benefits of the funds raised by the
Bank cannot be calculated separately. As the previously raised funds were used to replenish the
Bank’s capital, the Bank’s capital adequacy ratio was improved.

IV. COMPARISON BETWEEN THE USE OF PREVIOUSLY RAISED FUNDS AND
INFORMATION DISCLOSED IN THE REGULAR REPORTS OF THE BANK

The actual use of the previously raised funds mentioned above has been compared, item
by item, by the Bank with reference to the relevant disclosures made in the relevant regular
reports and other disclosure documents of the Bank published since March 2016. The actual use
of proceeds is in line with the relevant disclosures.

V.  CONCLUSION

The Bank had used the previously raised funds in accordance with the undertakings made
in connection with the use of proceeds from the initial public offering (including
over-allotment) of overseas-listed foreign shares (ordinary H shares) in March 2016, the
non-public issuance of preference shares in March 2017, the non-public additional issuance of
overseas-listed foreign shares (ordinary H shares) in March 2018 and the initial public offering
of RMB ordinary shares (A shares) in November 2019. This report has been prepared in
accordance with the Regulations on the Status Report on the Use of Previously Raised Funds
(Zheng Jian Fa Xing Zi [2007] No. 500) ( B FIRGEE M AR EWHIE) EEE
1T5[2007]1500%%)) issued by the China Securities Regulatory Commission.

The Directors of the Bank undertake that this Report does not contain any false

statements, misleading representations or material omissions, and jointly and severally accept

legal liability for the truthfulness, accuracy and completeness hereof.

~79 _



REPORT ON THE USE OF PREVIOUSLY RAISED FUNDS

APPENDIX III

J14voriddy
LON

asn papuajul
$)1 10} UONIPUO)
guppIom

) payoeal
1930ad arpy
OIYM U0 Ae(

amwy -y

- 61€'9S8TITTI
gursrex puny junoure

A1) 1938 JUNOWE  JUAWISAAUL
JuAUSAAU [enpy
PapIuIOd

pue junowe

JUAWSAAUL

[e)E UAIM)Iq
AU

61€'9S8TIT 11

guisiel punj

3} 193k Junowe
JuAWISAAUL
papIwImos)

61€'9S8°TIT 11

gurstex punj ay)
210J3q junoure
JuAUISAUL
papuImos)

A1BP JJ0-J10 AY) I8 SE SP3ddoad Jo JUIUISIAUL dAT)R[AWIN))

61€9S8TITTI

61€'9S8°TIT 11

00t
610C
810C
L10C

910¢
2183k yora pasn spaasoid [eio],

:pasn spaaooid aATjR[WINY [B)0],

61€'958°TIT 11

junowe
Jusdum)SaAul
[enOy

61€'9S8TITTI

usrex puny

) 19338 Junowre
JuAWSAAUL
papImwoy)

61€'9S8°TIT 11

gurstea puny ay)
310§3q Junoure
JuAWISAAUL
ppIwImos)

Jud)sIAUI Joj spazaoad [elof,

61€'9S8°TIT 11

fendeo jo [endes jo
Juauystuapday Juamystuadey I
193(0ad 13foad oy
JuAUISAAUY JuAWISAAUL
[enpy payIuIIo))

193(0ad Judurysauy

:$paa001d [e10)
Jo asn ur agueyo jo uorodoig

:spaaooxd 1e303 Jo asn ur aguey)

:spaasoxd [e10],

1917 YOIBJA UI (SdIeyS H) SdIeyS uSIdIo] PIIsI-SeIsIdAQ JO (Judunjo[[e-I19AQ) Surpnpuy) SULIdJQ dI[qnd [BNIUT Y} WOIJ SPIAV0IJ JO 3S)

1202 “0¢ 1oquardag :91eq Jjo-1nD

spuny pasiey A[SNOIAdIJ Y} JO 3S() Y} JO UMOPYBIIY :d[NPIAYIS

I
=
00

I



REPORT ON THE USE OF PREVIOUSLY RAISED FUNDS

APPENDIX III

d14VYOI'TddV
LON

asn papuadjur
$1 10J UOIIPUO)
gupjIom

) paydeal
1930ad arpy
OIYM U0 Ae(

any -up)

- 008°€99°LS6'71 008°€99'LS6 Y1 008°€99'LS6 1
Swistex puny junoure Sursrex puny Suistea puny oy
) J3)Je JUNOWE  JUIUISIAUL Y1 I3)Je JUNOWE  3I0J3q JuUNouIE
JUAUISAAUT [enpy JUAIISAAUI JUAIJSIAU
papIuII0d papuImo)) payuImo)

pue junowe

JUAUIISAAUT

[e)oE UIM)Iq

NWIQ
A7BD JJ0-J1D AY) J& S SP3dd0Ad Jo JUIULISIAUL AAT)R[AWIN)
- 00t
- 6102
- 810¢
008°€99°LS6'F1 L10¢

;123 o3 pasn $paadoid [eiof,

008°€99°LS6'p1 :pasn spaaaoxd aAreIWINg [eI0],

008°€99°LS6t1

junowre
JUAUISAAUY

[emay

008°€99°LS6H1

gurstes puny

A1) 193¢ Junowe
JUISIAI
papiwmoy)

008°€99'LS6°p1

Suistex puny ayy
210J3q junowre
JUIUYSIAUT
panImwo)

Jud)saAuI oy spazaoad [elof,

008°€99'LS6'F1

rendes jo Tended jo
Juawysuorday Juawysiuorday I
193f0ad Pafoad oy
JUAWSIAUL JuAUSAAUL
[enpy PIpmmoy)

193[0ad JudurysaAuy
:spaaooad [e10)
Jo asn ur agueyd jo uoniodoiq

:spaasoad 18103 Jo asn ur aguey)

:spaeaoid [ejo],

1LT0T YIIBIA UI SIIBYS DUIYILJ JO dduenss] di[qnd-uoN 3y} woij Spaddoid Jo asn

— 81 —



REPORT ON THE USE OF PREVIOUSLY RAISED FUNDS

APPENDIX III

d14vYOI'TddV
LON

asn papuadjur
$1 10J UOIIPUO)
gupjIom

) paydeal
1930ad arpy
OIYM U0 Ae(

any -up)

8T0T YdIBA UI (SdaeyS H) Sadeys AIeurpi() uSa0, pajsI-BasIdAQ JO

- 178 7VS 7167 178 7PST16T 178 77S716T
Swistex puny junoue Sursrex puny Suistea puny oy
A J3)Je JUNOWE  JUIUISIAUL A7) J9JJe JUNOWE  AI0JA( JUNOUIE
JUAUNSAAUT [enpy JUAJSAAUI JUAIJSIAU
papIuII0D papuImo)) pay o)

pue junowe

JUAUIISAAUT

[en)oe UIM)Iq
NWIQ
A1BP JJ0-J10 AY) J& S SP3ddAd Jo JUIULSIAUL AT)R[AUIN)

- 020t

- 610C
1989¥SH16T 810C
;123 o3 pasn $paadoid [eiof,

178 77SP16°T :pasn spaaaoxd are[IWINg [eI0],

198 9¥S 716

junowre
JUI)SIAUL
[emy

I989¥SH16T

gurstes punj

) Ja)Je Junoure
JUISIAI
paplwwoy)

1989151167

Suistex puny ayy
210J3q junowre
JUISIAUL
panImwo)

Jud)saAuI Joy spazaoad [elof,

198175116

rendes jo Tended jo
Jawysuorday Juawystuorday I
193f0ad Pafoad oy
JUAUSAAUL JuAUSAAUL
[enpy PIpmwmoy)

193[0ad Judurysauy
:spaaooad [e10)
Jo asn ur agueyd jo uoniodoiq

:spaasoad 18103 Jo asn ur aguey)

:spaeaoid [ejo],

dduenss| [BUONIPPY d[qnd-uoN 9y} Woaj SPI0ig Jo 3s))

— 82 —



REPORT ON THE USE OF PREVIOUSLY RAISED FUNDS

APPENDIX III

J14vorlddy
LON

asn papuadjur
$)1 10} uonIpuod
Surytom

) payaeal
1930ad arpy
I4 U0 (]

any -up)

- LO0°EP6'LEYTI  L90°CH6'LEY'TI L90°€P6'LEYT]
gursrex puny junoure guisrel punj gurstex punj ay)
) 1938 JUNOWE  JUAWISAAUL ) 193 JUNOWR  AJI0JA( JuUnOUE
LENREINI [enpy JuAWISAAUL JUAWISAAUL
PayImm0d pIpIumos) papuIos)

pue junowe

JuAWSAAUY

[en1oE UM
ENENENI |
A1BP JJ0-J10 AY) I8 SE SP3ddoad Jo JUIULSIAUL dAT)R[AWIN))

- 020t
L90'EP6°LEYT 6107
;123K yora pasn spaadoid [eio],

L90SH6'LEY'TT :pasn spaaaoxd aAreIWINg [eI0],

L90°EP6'LEYTI

junowe
jusdur)SaAul
[enOy

L90°€H6’LEY T

gusex puny

) 1938 Junowe
JuAWSAAUL
papIIo))

L90°EP6'LEY T

Suisrex puny ay)
310§3q Junoure
JuAWISAAUL
ppIwmos)

Jud)saAuI Joj spazaoad [elof,

L90°ER6'LEYTI

[endeo jo [endeo Jo
Juauystuapday Juauystuapday I
193[0ad 13foad oy
JUAUISAAUY JuAWISAAUL
[enpy poyIuImIo))

193(0ad Judurysauy
:spaasoid [e30)
Jo asn ur agueyd jo uorpodoig

:spaadoxd 303 Jo asn ur a3uey)
:spaaooxd [eio],

:6T0T T9qUIdAON UI (SaIeys V) sdaeys AreuipiQ gAY JO SuridjjO 21qng [eNIu] 3Y) WoIj SPIaddosd Jo 3s))

— 83 —



APPENDIX IV REPORT ON THE FEASIBILITY OF
USE OF PROCEEDS FROM RIGHTS ISSUE

REPORT ON THE FEASIBILITY OF USE OF PROCEEDS
FROM RIGHTS ISSUE OF
CHINA ZHESHANG BANK CO., LTD.

In order to ensure the sustained and healthy development of the Bank’s business
operations, further enhance the Bank’s capital strength, comprehensive competitiveness, risk
resilience and sustainable profitability, and adapt to increasingly stringent regulatory
requirements, the Bank plans to allot shares to the original shareholders (hereinafter referred
to as the “Rights Issue”). The feasibility analysis report on the use of proceeds raised by the
Rights Issue is hereby formulated as follows:

I. TOTAL AMOUNT OF PROCEEDS TO BE RAISED UNDER THE RIGHTS ISSUE
AND USE

The proceeds from the Rights Issue shall not exceed RMB18.0 billion (inclusive). The
Bank will use all net proceeds from the Rights Issue (after deducting the relevant issuance
expenses) to replenish its core tier-one capital, enhance its capital adequacy ratios, support the
sustainable and healthy development of the business of the Bank in future and enhance the
Bank’s capital strength and competitiveness.

II. THE NECESSITY OF THE RIGHTS ISSUE

The Rights Issue will effectively replenish the Bank’s core tier-one capital, which is of
great significance to the Bank in meeting increasingly stringent capital regulatory requirements
and supporting the sustainable and healthy development of its business and further serving the
real economy.

1. Better meeting the capital supervision requirements and enhancing the capability of
risk resilience

In recent years, the China Banking and Insurance Regulatory Commission has been
continuously tightening the capital supervision of commercial banks. The Administrative
Measures for the Capital of Commercial Banks (for Trial Implementation) ( PRI T EAE
FEHELAT)) ) issued by the former China Banking Regulatory Commission in 2012 imposed
strict and prudent regulations on the qualification standards and measurement requirements of
various types of capital. Since 2016, the People’s Bank of China has been implementing a
“macro and discreet assessment system” to guide financial institutions of the banking industry
to strengthen self-restrain and self-discipline management from seven aspects including capital
and leverage, assets and liabilities, liquidity, pricing behavior, asset quality, cross-border
financing risks and credit policy implementation. And it is expected that starting from 2023,
China will implement a capital measurement method based on the Basel III: Final Plan for
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Post- crisis Reform. By then, the measurement of various risk-weighted assets of the Bank will
be affected to varying degrees. As at June 30, 2021, the Bank’s consolidated capital adequacy
ratio, tier-one capital adequacy ratio and core tier-one capital adequacy ratio were 12.42%,
9.46% and 8.37%, respectively.

In order to better meet regulatory requirements and enhance the capacity of risk
resilience, it is necessary for the Bank to further increase the core tier-one capital adequacy
ratio through Rights Issue, leave space for the possible increase of regulatory requirements and
ensure the implementation of the long-term strategic development target of the Bank, while

satisfying the needs of future business development.

2. Supporting the steady business development of the Bank and further serving the real
economy

With the steady development of the national economy and the acceleration of financial
market reforms, the operating environment of banks is undergoing a profound change. At the
same time, the domestic economy is in the stage of industrial restructuring. To support the
transformation and upgrading of the real economy, the domestic banks need to maintain a
stable and reasonable growth in the scale of credit grants. However, the increase in the
risk-weighted assets will cause the Bank to continue facing capital pressures as its business
develops. As at the end of June 2021, the total assets of the Bank is RMB2,154.397 billion,
representing an increase of 5.18% from the end of 2020; the total amount of loan and advances
issued was RMB1,272.137 billion, representing an increase of 6.22% from the end of 2020,

showing a steady growth trend.

To maintain a healthy and rapid development trend and effectively respond to the rapid
changes and challenges of the industry environment, the Bank needs to replenish the capital
required for business development, realize steady operation and further serve the real economy
through Rights Issue.

In summary, the Rights Issue will effectively replenish the Bank’s core tier-one capital,
which is of great significance to the Bank in meeting increasingly stringent capital regulatory
requirements and supporting the sustainable and healthy development of its business and
further serving the real economy.

III. FEASIBILITY ANALYSIS ON THE RIGHTS ISSUE

The Bank will strengthen capital management and improve the efficiency of the use of
proceeds. Through the rational use of the proceeds from the Right Issue and focusing on
prudent operation and steady development, the Bank will promote the high-quality
development of various businesses and improve profitability and risk resistance while
maintaining the steady growth of its asset scale.
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1. A clear strategic positioning to build China Zheshang Bank Co., Ltd. into a first class
commercial bank

The Bank will firmly grasp the overall requirements of basing on the new development
stage, implementing the new development concept, and building a new development pattern,
closely following the implementation of the “August Eight Strategy” in Zhejiang Province,
striving to create an “important window”, and strive to create a leading province in socialist
modernization. Guided by the overall goal of “two most”, the Bank deepens the
implementation of the platform-based service strategy, and continue to build the three major
characteristics of liquidity services, industrial chain supply chain services, and wealth
management services through continuous improvement of the three capabilities of
digitalization, specialization and refinement. The Bank deeply implements the twelve-
character business policy of “enlarging scale, adjusting structure, controlling risks, and
creating benefits”, promotes high-quality development, and accelerates the realization of the
vision of a “first-class commercial bank”.

2. Adhering to the platform-based service strategy and endeavor to promote the
development of the business sector of large companies

The Bank will continue to fully promote the development strategy of the business
segment of large companies and will further develop on the basis of the results of the
platform-based service model, focus on key customer, key business, key regions and key
personnel under the principle of “a policy for an account and a policy for a bank”, as well as
the three core requirements of physical enterprises, being “reducing financing costs, improving
service efficiency and maintaining the stability of the supply chain”, and embed banking
business and services into corporate production, operation and fund management activities, so
as to help core companies build an ecosystem and sales network, help upstream and
downstream companies to effectively solve the problems of difficulties in financing, high

financing costs and low financing efficiency, and effectively serve the real economy.

3. Continuing to focus on small and micro services, and comprehensively improving
inclusive financial service capabilities

The Bank has been implementing the national economic and financial policies and
decision-making arrangements, practiced inclusive finance, and served the small and micro real
economy. It is a pioneer in the business of small and micro enterprises in the industry, and has
formed distinctive advantages in terms of mechanism, products, processes, and risk control.
Adhering to the principle of sustainable business development and based on a professional
operation method, the Bank actively applied Internet technology and thinking, continued to
focus on key points, and expanded the coverage of inclusive finance. In the future, the Bank
will actively carry out a three-year expansion of first-lenders, actively increase medium and
long-term financial support for manufacturing and emerging industries, and comprehensively

improve inclusive financial service capabilities.
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4. Further enhancing customer service capabilities, cultivating unique advantages in
retail business and new growth drivers

In terms of retail business, the Bank will closely focus on the “two most” overall goal of
the Bank, and realize the overall rapid development of each retail business by building the
unique advantages of wealth management as the main line of development. In terms of personal
deposit and loan business, the Bank will strengthen the optimization of the personal deposit
structure to achieve a steady increase in the scale of personal deposits; in terms of wealth
management business, the Bank will continue to build a “client-entrusted unique wealth
management bank” in an all-round way; in terms of private banking business, the Bank will
continue to improve the three major capabilities in customer service, wealth management and
asset allocation by improving products, characteristic value-added services and professional
teams; in the credit card business, the Bank will accelerate the development of online and
scenario-based transformation, and promote a profitable, high-quality and sustainable business
development.

5. Building the core advantages of finance technology and promoting the digital
transformation of the Bank

The Bank will continue to deepen the development of finance technology, practice
technology-driven  transformation, strengthen finance-technology-innovation driven
development and explore the in-depth integration of cutting-edge technologies such as
block-chain, Internet of Things, artificial intelligence, cloud computing, big data and meta
universe with banking business and operation management to create strong technical
intermediate platform and data intermediate platform, comprehensively empower operational
management, improve quality and enhance profitability. In terms of business development,
relying on business innovation empowered by finance technology, the Bank will focus on
promoting the construction of the “Five Major” business segments system. In terms of
operation management, the Bank will continue to strengthen the improvement of the operation
and maintenance management system, actively innovate the technology management system
and mechanism, and endeavor to promote the digital transformation of the Bank.
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IV. IMPACTS OF THE RIGHTS ISSUE ON THE OPERATION, MANAGEMENT AND
FINANCIAL CONDITION OF THE BANK

The Rights Issue will enable the Bank to increase its capital adequacy ratios which will
enhance its risk resilience and competitiveness. The impacts of the Rights Issue on the
operation, management and financial condition of the Bank are as follows:

1. Impact on shareholding structure and control of the Bank

There are no controlling shareholders or de facto controllers of the Bank before and after
the Rights Issue. Therefore, the Rights Issue will not lead to a change in control of the Bank.

2. Impact on net assets, net assets per share and rate of return on net assets

The net assets of the Bank will increase upon the completion of the Rights Issue.
Although there may be certain dilution effects on the rate of return on net assets in the short
run, the Issuance will have positive effects on the operating results of the Bank and further
improve its net assets per share in the long run when the benefits of the proceeds used to
support the business development of the Bank appear gradually.

3. Impact on capital adequacy ratios

Upon receipt of the proceeds from the Rights Issue, the core tier-one capital of the Bank
will be effectively replenished, and the core tier-one capital adequacy ratio, tier-one capital
adequacy ratio and capital adequacy ratio of the Bank will be enhanced which would strengthen
the Bank’s risk tolerance while providing strong capital guarantee for the Bank’s business
growth and sustainable development.

4. Impact on profitability

The Rights Issue will help consolidate the capital of the Bank, increase the Bank’s capital
scale, provide strong capital guarantees for the rapid, stable and sustainable development of the
Bank’s various businesses, promote the achievement of expansion and profit growth and
further enhance its profitability and core competitiveness.

Based on the above, the Rights Issue is in accordance with the requirements of relevant
laws and regulations, which is of great significance in enhancing the Bank’s capital strength,
ensuring the continuous and stable development of its business, and increasing its risk
tolerance and market competitiveness, and it will be necessary and feasible, as well as in line
with the interests of the Bank and shareholders as a whole.

— 88 —



APPENDIX V REMEDIAL MEASURES FOR THE DILUTION OF CURRENT
RETURNS BY RIGHTS ISSUE TO ORIGINAL SHAREHOLDERS

REMEDIAL MEASURES FOR THE DILUTION OF CURRENT RETURNS BY
RIGHTS ISSUE TO ORIGINAL SHAREHOLDERS
OF CHINA ZHESHANG BANK CO., LTD.

According to the requirements set out in the relevant regulations such as Opinions on
Further Strengthening the Protection of Lawful Interests of Medium and Small Investors in the
Capital Markets of the General Office of the State Council (Guo Ban Fa [2013] No. 110) ( [
5 B A 2 BB T A — 25 T s AT 85 /N B ik A R AR ) (BUE$£[2013]110
%)), Certain Opinions on Further Promoting the Healthy Development of Capital Markets of
the State Council (Guo Fa [2014] No. 17) ( BBt B i i — s EA TG M S e i 4 T
B (H¥5[2014]117%9%)), and the Guiding Opinions on Matters Relating to the Dilution of
Current Returns as a Result of Initial Public Offering, Refinancing and Major Asset
Restructuring (China Securities Regulatory Commission Announcement [2015] No. 31) ( B
AR R - EOE A B AR R A B E R R R ) (PSR LR
&N [2015]319%)) issued by China Securities Regulatory Commission (the “CSRC”), China
Zheshang Bank Co., Ltd. (hereinafter referred to as the “Bank”™) has analyzed the Rights Issue
to Original Shareholders (hereinafter referred to as the “Rights Issue”) and its potential
impacts on the ordinary shareholders’ equity and current returns, and explained on relevant
measures taken to remedy the returns in combination with the Bank’s actual situation as
follows:

I. ANALYSIS ON THE EFFECT IN CONNECTION WITH DILUTION OF
CURRENT RETURNS AS A RESULT OF THE RIGHTS ISSUE

(I) Assumptions

The impact of the Rights Issue on the estimation of major financial statistics and financial
indicators of the Bank are mainly based on the followings:

1.  Assuming that the macroeconomic environment, bank industry development trends
and the Bank’s operations have no material and adverse changes.

2. Assuming that the shares of the Rights Issue are placed on the basis of three (3)
shares for every ten (10) shares. On the basis of the total share capital of
21,268,696,778 Shares as at June 30, 2021, and the maximum shares to be placed of
the Rights Issue of 6,380,609,033 Shares, the total share capital of the Bank upon
completion of the Rights Issue is 27,649,305,811 Shares.

3. Assuming that the Rights Issue will be completed on September 30, 2022 (only for
indicative purpose; and it does not represent the actual time of the Rights Issue,
which will be finalized based on the actual completion time after regulatory
approvals).
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4. Assuming the growth in the Bank’s net profit attributable to the shareholders of the
Bank, the net profit attributable to the ordinary shareholders of the Bank, the net
profit attributable to the shareholders of the Bank after deducting non-recurring
profit or loss and the net profit attributable to the ordinary shareholders of the Bank
after deducting non-recurring profit or loss in 2021 are estimated based on the
annualized results data in January-June 2021.

5. Assuming that the net profit attributable to the shareholders of the Bank in 2022 will
grow by 0%, 3% and 6%, respectively, then the net profit attributable to
shareholders of the Bank would be RMB13.702 billion, RMB14.113 billion and
RMB14.524 billion, respectively; at the same time, assuming that the Bank’s 2022
non-recurring gains and losses attributable to the ordinary shareholders of the Bank
will be the same as those in 2021, then the 2022 net profit attributable to the
shareholders of the Bank after deducting nonrecurring gains and losses would be
RMBI13.610 billion, RMB14.021 billion and RMB14.432 billion, respectively.
These aforementioned profit figures do not represent the Bank’s profit forecast for
the future, but are used to calculate the impact of the dilution of immediate returns
due to the right issue on the main financial indicators of the Bank. Investors shall
not base their investment decisions on these figures.

6. Assuming that the dividend of the Bank’s overseas preference shares in 2022 is
consistent with the dividends of overseas preference shares that have been
distributed in 2021, which is equivalent to RMB858 million.

7. Assuming that its impact on the Bank’s production, operation and financial
conditions (such as usage efficiency of the raised funds) after the funds raised from
the Rights Issue are received is not taken into consideration.

8.  Except for the Rights Issue, assuming changes in the ordinary share capital due to
any other factors (including profit distribution, mandatory conversion of preferred
shares, etc.) will not be considered for now.

9. The earnings indicator per share is calculated in accordance with the relevant
requirements of Standards concerning the Contents and Formats of Information
Disclosure by Companies Offering Securities to the Public No. 9 — Computation and
Disclosure of Return on Net Assets and Earnings per Share (amended in 2010) ( {2
BHEEAT 8 5 04 20 W) JE 0 A R FU) 65 0 59— 3% 0 7 S % A PR R A 140 B R 48
#%) (20104F1E7T)).
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(IT) Impact on the key financial indicators of the Bank

Based on the above assumptions, the Bank has estimated the impacts on the dilution of
current returns of the shareholders by the Rights Issue in accordance with the relevant
provisions of the Rules for the Information Disclosure and Compilation of Companies Publicly
Issuing Securities, No. 9 — Calculation and Disclosure of Rate of Return on Net Assets and
Earnings per Share (2010 Revision) ( (2 BIEATRZ 1Y FlE B9 #E Mol R S5 9 95— 1 & 7
WA g 2R AN B IR 4 O 5T 3 88 (20104F45%])). The details are as follows:

1.  Case 1: Assuming the net profit attributable to the shareholders of the Bank after
deducting non-recurring profit or loss in 2022 is RMB13.610 billion.

Unit: RMBI100 million except otherwise stated

Year 2021/ Year 2022/December 31, 2022

December 31, Before the  After the Rights

Item 2021 Rights Issue Issue
Total ordinary share capital (100 million) 212.69 212.69 276.49
Weighted average total ordinary share capital

(100 million) 212.69 212.69 228.64
Net profit attributable to shareholders of

the Bank 137.02 137.02 137.02
Net profit attributable to ordinary

shareholders of the Bank 128.44 128.44 128.44
Net profit attributable to shareholders of the

Bank, net of non-recurring profit or loss 136.10 136.10 136.10
Net profit attributable to ordinary

shareholders of the Bank, net of non-

recurring profit or loss 127.52 127.52 127.52
Basic earnings per share (RMB) 0.60 0.60 0.56
Diluted earnings per share (RMB) 0.60 0.60 0.56
Basic earnings per share, net of non-recurring

profit or loss (RMB) 0.60 0.60 0.56
Diluted earnings per share, net of non-

recurring profit or loss (RMB) 0.60 0.60 0.56
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2. Case 2: Assuming the net profit attributable to shareholders of the Bank after the
deduction of the non-recurring profit or loss in 2022 is RMB14.021 billion.

Unit: RMBI100 million except otherwise stated

Year 2021/
December 31,
Item 2021
Total ordinary share capital (100 million) 212.69
Weighted average total ordinary share capital
(100 million) 212.69
Net profit attributable to shareholders of
the Bank 137.02
Net profit attributable to ordinary
shareholders of the Bank 128.44
Net profit attributable to shareholders of the
Bank, net of non-recurring profit or loss 136.10
Net profit attributable to ordinary
shareholders of the Bank, net of non-
recurring profit or loss 127.52
Basic earnings per share (RMB) 0.60
Diluted earnings per share (RMB) 0.60
Basic earnings per share, net of non-recurring
profit or loss (RMB) 0.60
Diluted earnings per share, net of non-
recurring profit or loss (RMB) 0.60
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Year 2022/December 31, 2022

Before the
Rights Issue

212.69
212.69
141.13
132.55
140.21
131.63

0.62

0.62

0.62

0.62

After the Rights
Issue

276.49
228.64
141.13
132.55
140.21
131.63

0.58

0.58

0.58

0.58
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3. Case 3: Assuming the net profit attributable to shareholders of the Bank after the
deduction of the non-recurring profit or loss is in 2022 RMB14.432 billion.

Unit: RMBI100 million except otherwise stated

Year 2021/ Year 2022/December 31, 2022
December 31, Before the  After the Rights
Item 2021 Rights Issue Issue
Total ordinary share capital (100 million) 212.69 212.69 276.49
Weighted average total ordinary share capital
(100 million) 212.69 212.69 228.64
Net profit attributable to shareholders of the
Bank 137.02 145.24 145.24
Net profit attributable to ordinary
shareholders of the Bank 128.44 136.66 136.66
Net profit attributable to shareholders of the
Bank, net of non-recurring profit or loss 136.10 144.32 144.32
Net profit attributable to ordinary
shareholders of the Bank, net of non-
recurring profit or loss 127.52 135.74 135.74
Basic earnings per share (RMB) 0.60 0.64 0.60
Diluted earnings per share (RMB) 0.60 0.64 0.60
Basic earnings per share, net of non-recurring
profit or loss (RMB) 0.60 0.64 0.59
Diluted earnings per share, net of non-
recurring profit or loss (RMB) 0.60 0.64 0.59

Notes: 1. The above financial data for 2021 is based on the annualized date of the 2021 interim
report, and the 2021 annual report shall prevail;

2. Net profit attributable to ordinary shareholders of the Bank = Net profit attributable to
shareholders of the parent company — Dividends declared on preferred share for the current
period;

3. Net profit attributable to ordinary shareholders of the Bank, net of non-recurring profit or

loss = Net profit attributable to shareholders of the parent company, net of non-recurring
profit or loss — Dividends declared on preferred share for the current period.
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(III) Explanation on the estimation

1. The foregoing hypothetical analysis of the Bank for the calculation does not
constitute the Bank’s profit forecast. Investors shall not base their investment
decisions on these analysis, and the Bank does not take any responsibility for losses
caused by investors’ investment decisions on such basis;

2. The issuance time of the right issue is for indicative calculation only, and the actual
issue time will be the time when the offering is actually completed after approval
from the CSRC.

II. RISK REMINDER IN CONNECTION WITH DILUTION OF CURRENT
RETURNS AS A RESULT OF THE RIGHTS ISSUE

Due to the particularity of the business model of commercial banks, the proceeds will be
applied together with the existing capital upon receipt, and thus the income contribution from
which cannot be individually calculated. Generally, the proceeds raised shall generate a certain
level of benefit in the current period; however, the asset scale cannot be expanded in the same
pace over a short period, while the gains and benefits that directly generated are also unable
to be fully synchronized. Therefore, if the Bank fails to maintain its current operating capital
efficiency by utilizing the proceeds from the Rights Issue, upon the increase in both share
capital and net assets of the Bank, both basic earnings per share and weighted average return
on net assets of the Bank will decrease.

Investors are kindly reminded to pay attention to the risk of dilution of immediate returns
of the Rights Issue. Investors are also reminded that the Bank’s remedial measures against the
potential dilution of immediate returns do not constitute the Bank’s guarantee for future profit.
The Bank will keep disclosing in the periodic reports the fulfillment of these remedial
measures for the dilution of current returns and the performance of the commitments made by
relevant stakeholders.

III. NECESSITY AND REASONABLENESS OF THE RIGHTS ISSUE

The Rights Issue can help consolidate the Bank’s capital base for sustainable development
of various businesses and further improve its capital adequacy ratio, which is of great
significance in the enhancement of the Bank’s profitability and risk resistance capacity.

(I) Better meeting the capital supervision requirements and enhancing the capability of
risk resilience

In recent years, the China Banking and Insurance Regulatory Commission has been
continuously tightening the capital supervision of commercial banks. The Administrative
Measures for the Capital of Commercial Banks (for Trial Implementation) ( {P¥3E8R1T & A4
A7) ) issued by the former China Banking Regulatory Commission in 2012 imposed
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strict and prudent regulations on the qualification standards and measurement requirements of
various types of capital. Since 2016, the People’s Bank of China has been implementing a
“macro and discreet assessment system” to guide financial institutions of the banking industry
to strengthen self-restrain and self-discipline management from seven aspects including capital
and leverage, assets and liabilities, liquidity, pricing behavior, asset quality, cross-border
financing risks and credit policy implementation. And it is expected that starting from 2023,
China will implement a capital measurement method based on the Basel III: Final Plan for
Postcrisis Reform. By then, the measurement of various risk-weighted assets of the Bank will
be affected to varying degrees. As at June 30, 2021, the Bank’s consolidated capital adequacy
ratio, tier-one capital adequacy ratio and core tier-one capital adequacy ratio were 12.42%,
9.46% and 8.37%, respectively.

In order to better meet regulatory requirements and enhance the capacity of risk
resilience, it is necessary for the Bank to further increase the core tier-one capital adequacy
ratio through Rights Issue, leave space for the possible increase of regulatory requirements and
ensure the implementation of the long-term strategic development target of the Bank, while
satisfying the needs of future business development.

(IT) Supporting the steady business development of the Bank and further serving the real
economy

With the steady development of the national economy and the acceleration of financial
market reforms, the operating environment of banks is undergoing a profound change. At the
same time, the domestic economy is in the stage of industrial restructuring. To support the
transformation and upgrading of the real economy, the domestic banks need to maintain a
stable and reasonable growth in the scale of credit grants. However, the increase in the
risk-weighted assets will cause the Bank to continue facing capital pressures as its business
develops. As at the end of June 2021, the total assets of the Bank is RMB2,154.397 billion,
representing an increase of 5.18% from the end of 2020; the total amount of loan and advances
issued was RMB1,272.137 billion, representing an increase of 6.22% from the end of 2020,
showing a steady growth trend.

To maintain a healthy and rapid development trend and effectively respond to the rapid
changes and challenges of the industry environment, the Bank needs to replenish the capital
required for business development, realize steady operation and further serve the real economy
through Rights Issue.

In summary, the Rights Issue will effectively replenish the Bank’s core tier-one capital,
which is of great significance to the Bank in meeting increasingly stringent capital regulatory
requirements and supporting the sustainable and healthy development of its business and
further serving the real economy.
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IV. RELATIONSHIP BETWEEN THIS PROCEEDS-RAISED INVESTMENT
PROJECT AND THE EXISTING BUSINESS OF THE BANK, AND THE BANK’S
PERSONNEL, TECHNOLOGY AND MARKET RESERVES FOR ENGAGEMENT
IN SUCH INVESTMENTS

(ID) Relationship between the proceeds-raised investment project and the existing
business of the Bank

The proceeds from the Rights Issue, after deducting relevant issuance expenses, will be
fully used to replenish the core tier-one capital of the Bank to support the sustainable and
steady development of various businesses of the Bank, which complies with the capital
regulatory requirements and long-term development strategies, facilitating the enhancement of
the Bank’s business development momentum and risk resilience ability and improvement of the
competitive edge and earnings, so as to create reasonable and stable investment return for the
shareholders of the Bank.

(IT) The Bank’s personnel, technology and market reserves for engagement in such
investments

In terms of personnel, the Bank has strengthened the construction of its management and
talent team. The management has excellent strategic vision and operational management
capabilities, as well as extensive experience in business operations, financial management, risk
control, and information technology. The Bank promoted a differentiated talent training model,
and continued to focus on the development of young employees. Employees are highly
educated, strong in professional skills, young and full of vitality.

In terms of technology, the Bank insists on developing finance technology, practicing
technology-driven transformation, and actively constructing information technology
infrastructure, system architecture, technology platform, application system and management
mechanism that are in line with the actual development of the Bank, taking the lead in
exploring the deep integration of cutting-edge technologies such as block-chain, artificial
intelligence, biometrics, natural language recognition, cloud computing, big data and meta
universe with banking services, and gradually establishing a leading brand image in finance
technology innovation.

In terms of market and business, the Bank developed investment banking, asset custody,
financial markets, capital markets, financial institutions, and asset management businesses
focusing on the improvement of differentiated competitiveness. Through iterative innovation
of financial products and service models, the Bank applied various types of financial tools to
provide customers with comprehensive, one-stop and sustainable financial service solutions,
and continuously improve diversified profitability and potential. In the future, the Bank will
endeavor to promote the “Five Major Business” segments coordinated development of retail
business, companies, investment banking, assets management and cross-border, thus making
the profit resources more balanced and reasonable.
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V. REMEDIAL MEASURES FOR DILUTED RETURNS OF THE BANK

The Bank will take effective measures to improve the management and use efficiency of
proceeds, further enhance business development and profitability, implement a continuous,
stable and reasonable profit distribution policy for Shareholders, and minimize the impact of
the Rights Issue on returns to ordinary Shareholders, so as to fully protect the legitimate rights
of Shareholders, especially minority Shareholders. The specific remedial measures for diluted
returns that the Bank intends to take are as follows:

(I) The operation conditions, development trends, major risks and improvement
measures of the Bank’s existing business segments

The Bank’s major businesses include corporate banking business, investment banking and
financial market business, small business and retail banking business.

The Bank’s positioning to corporate banking business focuses on building a platform-
based service bank. Centering on the mainline of “enlarging scale, adjusting structure,
controlling risks, and creating benefits”, we pay attention to the key clients, business, regions
and personnel, adhering to “one household, one policy; one bank, one policy”, so as to build
the Bank’s large corporate segments to particularly improve quality and efficiency of corporate
business to achieve high quality development. The Bank’s corporate clients include, among
others, large-scale central enterprises and local state-owned enterprises, high-quality private
enterprises, government agencies and public utilities. The Bank provides diversified financial
products and services to corporate clients, which mainly include corporate loans and advances,
supply-chain finance, trade financing, deposit products and other various corporate
intermediary businesses.

In terms of investment banking and financial market business, the Bank fully leverage its
unique advantages of targeting clients and markets it knows, maintain flexible and innovative
services, keep pace with economic and financial reform, make a deeper analysis on the needs
of real economy to invest and raise funds to flexibly expand business such as financial
business, capital market, investment banks, financial institutions, assets management and
assets custody business. Building on the strategy of platform services, we will accelerate the

innovation of business model and enhance the capability of comprehensive financial services.

In terms of business of small enterprises, the Bank has been implementing the national
economic and financial policies and decision-making arrangements, assuming responsibility,
and serving the small and micro real economy and developing methods to Zheshang for the
sustainable business development of small and micro finance. The Bank has always insisted on
the principle of “small amount and decentralization”, promoted the application of financial
technology, improved the ability to obtain clients in batches and expanded the coverage of
inclusive finance continuously; it has strengthened the product model innovation, vigorously
supported the transformation and upgrading of small and micro manufacturing enterprises and
those science and technology-based that master the industry’s “specialization and novelty”
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technology; and the bank has been adhered to professional management, continuously
optimized process application, improved the efficiency of microfinance services, and
consolidated its leading edge in the industry.

The Bank strives to be customer-centric in the retail banking business, and create a
“client-entrusted unique wealth management bank”. The Bank provides diversified products
and services, including personal deposit, personal loan, wealth management, private banking,
credit card. The Bank implements an overall strategy across the Bank in the retail business to
provide quality comprehensive financial services for clients, win a good market position,

image and word of mouth and create values for shareholders.

The Bank’s business operations are mainly exposed to risks such as credit risk, market
risk, liquidity risk and operational risk. The Bank has continuously improved the overall risk
management through various measures. The Bank implements a “prudent and healthy” risk
appetite. Under the guidance of a platform-based service strategy, the Bank insists on serving
the real economy and strengthening its innovation drive. The Bank strengthened access
management, strengthened customer base, and optimized business structure; strengthened
full-process management, and continued to promote the construction of a big data risk control
platform; accelerated liquidation and resolution work, and maintained stable asset quality;
continued to improve the comprehensive risk management system to create a second
development curve, promote the high-quality development of the Bank and steadily advance
the realization of the “two most” overall goal.

(IT) Specific measures for improving the Bank’s routine operating efficiency, reducing its
operating costs, and enhancing its performance

The Bank will take effective measures to strengthen capital management, enhance the use
efficiency of raised funds, further improve its profitability, minimize the impact of the right
issue on immediate returns for ordinary shareholders, and adequately protect the legitimate
rights and interests of its ordinary shareholders, especially those of the small and medium sized
shareholders. The Bank plans to take the following measures:

1.  Improving management of capital planning to ensure stable capital adequacy

The Bank will regularly re-examine its medium and long-term capital plans, and
make timely dynamic adjustments to the capital plans in light of changes in the macro
environment, regulatory requirements, market conditions, business development and
internal management, to ensure that the capital levels adapt to its future business
development and risk profiles.
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2. To increase efforts in asset structure adjustment and enhance capital allocation
efficiency

The Bank will adjust and optimize the on-and-off balance asset structure and give
priority to the development of higher overall returns and low-capital consumption
business. When expanding our business, the Bank will raise the standard of risk
mitigation and reduce capital occupation as appropriate; maintain the stable growth of
loans and improve the investment structure; enhance the management off-balance
business risky assets and restrict the growth of risky assets through economic capital,
thereby achieving reasonable balance between capital and risk level, while enhancing the
efficiency of capital use.

3. Improving operating efficiency and reducing operating costs

The Bank will effectively promote the transformation of its business model, and
improve operating efficiency. In terms of refined cost management, the Bank will
continue to strengthen management and control of operating costs, reinforce the
evaluation of the efficiency and effectiveness of resource input, accelerate the
construction of management information systems, intensify the monitoring of expenses
and capital expenditures, and reduce operating costs.

4.  Reinforcing capital stress test and improving capital contingency plans

In accordance with applicable regulatory requirements, the Bank will establish a
sound stress test system to ensure that available capital levels are sufficient to respond to
unfavorable changes in market conditions. In addition, it will formulate and improve
capital contingency plans, clarify the corresponding policy arrangements and
countermeasures under stress situations, and ensure unplanned capital needs are met. The
contingency plans include, but are not limited to, asset transfer, and greater risk

mitigation.
5. To regulate management and use of proceeds

The Bank will strictly comply with the requirements in the Company Law of the
People’s Republic of China, the Securities Law of the People’s Republic of China, the
Rules Governing the Listing of Stocks on The Shanghai Stock Exchange, the
Administrative Measures for Funds Raised by Companies Listed on the Shanghai Stock
Exchange (amended in 2013) ( { LSRRI LA FRISEEESEHIRE) ) and
other relevant laws, regulations, department rules and regulatory documents. Due to the
particularity of commercial banks, the proceeds raised will be used for capital
replenishment instead of project investment. Therefore, its use and effectiveness cannot
be measured in isolation. The Bank will strengthen the management of, and the
reasonable and effective use of, the proceeds raised, and proactively increase the capital

return level.
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VI

6. To maintain stable shareholder return policy to safeguard medium and small
shareholders’ interests

The Bank will strictly abide by the Company Law of the People’s Republic of China,
the Opinions of the General Office of the State Council on Further Strengthening the
Protection of Lawful Rights and Interests of Medium and Small Investors in the Capital
Markets( 55 Be 2 BE B A4 — 20 i o AR 7 35 v/ NBUE B G i b i IR TAR I
) ), the Provisions on Strengthening the Protection of the Rights and Interests of Public
Shareholders ( <[BH fin o A& 28 FA I sRME 4 PRFERY A T HLE) ), the Guideline No. 3
on Supervision and Administration of Listed Companies — Cash Dividends of Listed
Companies ( {_EHARIEEEIRTIH39- LT /AFRB4/740) ) and other relevant laws
and regulations, pay great attention to the protection of the Shareholders’ interests. It will
maintain the continuity and stability of the profit distribution policy, with an aim to create
long-term value for the Shareholders.

UNDERTAKINGS BY THE BANK’S DIRECTORS AND SENIOR MANAGEMENT
ON THE BEETER FULFILLMENT OF REMEDIAL MEASURES FOR RETURNS

The Bank’s Directors and senior management members will faithfully and diligently

perform their due diligence, and safeguard the legitimate rights and interests of the Bank and

all of its Shareholders. As per the relevant requirements of the CSRC, and for the purpose of

ensuring effective implementation of these remedial measures, the Bank’s Directors and senior

management members hereby personally undertake:

(I) they shall faithfully and diligently discharge their duties so as to safeguard the
legitimate rights of the Bank and all Shareholders;

(IT) they shall not transfer benefits to other units or individuals at nil consideration or
under unfair terms, nor shall they damage the Bank’s interest otherwise;

(IIT) they shall refrain from consumption on their roles;

(IV) they shall never utilize the assets of the Bank in any investment or consumption
activities irrelevant with the performance of their duties;

(V) they shall procure the remuneration system formulated by the Board or the
Remuneration Committee to be linked with the Bank’s implementation of remedial
measures for returns;

(VD) they shall conscientiously procure the conditions to exercise to be linked with the

Bank’s implementation of remedial measures for returns if the Bank introduces any
equity incentive policies in the future.
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SHAREHOLDERS’ RETURN PLAN
FOR THE NEXT THREE YEARS (2022-2024)
OF CHINA ZHESHANG BANK CO., LTD.

According to the relevant requirements of the Company Law of the People’s Republic of
China, the Securities Law of the People’s Republic of China, the Notice on Matters Relevant
to Further Implementing the Cash Dividend Distribution by Listed Companies ( A #E—3
EE LT AR &N A MSEIEMMEH) ), the Guideline No. 3 on Supervision and
Administration of Listed Companies — Cash Dividends of Listed Companies ( I /A A B4
9156398 — I ARIBI44r40) ) and the Articles of Association of China Zheshang Bank
Co., Ltd. (hereinafter referred to as the “Articles of Association”), and in order to further
increase Shareholders’ return, optimize and implement the cash dividend policy, clarify the
plan of the Bank for providing reasonable investment returns to Shareholders, improve the
transparency and operability of decision-making on profit distribution and to facilitate
supervision of the Bank’s operations and profit distribution by the Shareholders, the Board of
the Bank has formulated the Sharecholders’ Return Plan for the Next Three Years (2022-2024)
of China Zheshang Bank Co., Ltd. (hereinafter referred to as the “Plan”), details of which are
as follows:

I. PRINCIPLES FOR FORMULATION OF THE PLAN

The Bank will distribute dividends to Shareholders in proportion to their shareholdings of
the Shares of the Bank under the principle of “equal rights and returns for each share”.

The Bank will implement a continuous and stable dividend distribution policy. The Bank
shall emphasize reasonable investment return to investors and ensure sustainable development
of the Bank when distributing dividends.

The Bank shall prioritize the distribution of dividends in cash based on the principle of
continuous profitability, compliance with regulatory requirements and its normal operation and

long-term development.

II. FACTORS CONSIDERED IN DEVELOPING THE PROFIT DISTRIBUTION
PLAN

In developing the dividend distribution policy, the Bank with a focus on its existing

operations and sustainable development conducts comprehensive analysis of and takes into full

consideration the following important factors:
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(I) Safeguarding Shareholders’ Legitimate Rights and Interests in a Practical Manner
and Implementing Regulatory Requirements

The Notice on Matters Relevant to Further Implementing the Cash Dividend Distribution
by Listed Companies ( (BHNE—IEE i ARBESAARFHEKEM) ) and the
Guideline No. 3 on Supervision and Administration of Listed Companies — Cash Dividends of
Listed Companies issued by the CSRC and relevant regulations provide specific requirements
on further improving profit distribution decision-making process, perfecting the cash
distribution system, enhancing transparency in cash dividend distribution, and maintaining the

consistency, reasonableness and stability of the cash dividend policy.

To implement the regulatory requirements of the CSRC on profit distribution and cash
dividend policies for listed companies, perform its social and legal responsibilities, and
safeguard Shareholders’ legitimate rights and interests in a practical manner, the Bank shall
provide reasonable investment returns to investors.

(IT) Actual Business Development of the Bank

The Bank maintains satisfactory operating results and strong profitability. The Bank will
formulate a continuous and stable dividend distribution plan based on its actual operations of
the current year.

(IIT) Development Stage of the Bank

The Bank is currently in a fast-growing stage, during which each of its business lines
maintains a good development momentum with huge development potentials. Therefore, the
Bank needs sufficient capital to guarantee its future development. Taking into full
consideration the impact of various factors, the Bank will formulate a dividend distribution
policy that is able to meet the requirements of its normal operation and sustainable
development.

(IV) Demands and Wishes of Shareholders

The dividend distribution policy of the Bank, which attaches high importance to
providing reasonable investment returns to investors while considering the expectation of
investors for the rapid development of the Bank on an ongoing basis, will fully take into
consideration the demands and wishes of the Shareholders. The specific dividend distribution
plan, including the ratio of cash dividend and whether distributing dividends in form of Shares,
will be determined, considered and approved at a general meeting according to the actual
operations of the Bank for the current year and the future development of its normal operation.
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(V) Cost of Social Capital and External Financing Environment

The Bank may currently increase its capital scale by means of issuing ordinary shares,
debt instruments and profit retention. Among them, profit retention is currently one of the
important means of the Bank to increase its capital funds. When formulating a dividend policy,
the Bank will take into consideration various factors comprehensively, including the reasonable

capital structure, capital cost and external financing environment of the bank.
(VI) Cash Flow

The cash flow of the Bank from operating activities is mainly affected by various factors,
including the macro-economic development, the monetary policy and the scale of deposits and
loans of the PRC. While taking into consideration the impact of its financing and investment
activities on cash flow and ensuring its normal operation, the Bank will make appropriate
adjustments to the cash dividend policy according to its actual cash flow for the current year.

(VII) Capital Requirements

The Bank is required to satisfy the regulatory requirements of the CBIRC on capital
adequacy of commercial banks. The Administrative Measures for the Capital of Commercial
Banks (for Trial Implementation) ( {FiZERITEAREHAHLGATT)) ) issued by the CBIRC
with effect from January 1, 2013, further strengthened the capital restrictive mechanism and
provided more stringent capital regulatory requirements for commercial banks. The Bank is
required to take into full consideration its capital adequacy when formulating the profit
distribution policy. The Bank may implement a positive dividend distribution plan on the basis
that its capital adequacy ratio meets regulatory requirements and its long-term development.
However, when its net capital is consumed in a relatively fast manner, the dividend policy of
the Bank shall take into full consideration various factors, including the banking regulatory
requirements, requirements for meeting the demands of the Shareholders for dividends, and the
ability of the Bank to deal with operational and financial uncertainties.

III. SPECIFIC PROPOSAL FOR SHAREHOLDERS’ RETURN PLAN FOR THE NEXT
THREE YEARS (2022-2024)

(I) Priorities of Profit Distribution
The after-tax profit of the Bank shall be distributed in the following order of priority:
1.  to make up for the losses of previous years;
2. to set aside 10% as statutory reserve;

3. to make allocations to general reserve;

- 103 -



APPENDIX VI SHAREHOLDERS’ RETURN PLAN
FOR THE NEXT THREE YEARS (2022-2024)

4.  to set aside discretionary reserve fund;

5.  to pay dividends to shareholders.

The payment of dividends on preference shares should be subject to laws, rules,
departmental regulations, and relevant provisions of the securities regulatory authorities in the
place where the Bank’s shares are listed and the preference shares are issued or listed, and the
Articles of the Association.

No further contribution may be required when the accumulated amount of statutory
reserve funds of our Bank reaches more than 50% of our registered capital.

If the statutory revenue reserve is not sufficient to cover the losses in the previous year,
the profits of the current year shall be used to cover such losses before allocation to the
statutory revenue reserve is made in accordance with the provisions of the proceeding
paragraph. After withdrawal of statutory reserve fund, the general meeting may decide whether
to withdraw discretionary reserve fund.

If it is resolved at the general meeting to distribute profit to shareholders before covering
the losses and making allocation to statutory revenue reserve in violation to the provisions of

the proceeding paragraph, the shareholders shall return such distributed profits to our Bank.

The reserve fund of our Bank shall be used for making up the losses, expanding the scale
of operation or increasing the registered capital. However, capital reserve of our Bank shall not
be applied for making up for losses.

The shares held by our Bank shall not participate in the profit distribution.

(IT) Form of Profit Distribution and Its Interval

The Bank may distribute profits in proportion to the Shareholdings of Shareholders, and
may make dividend distributions either in cash or in shares or a combination of both. If the
Bank satisfies the conditions for cash dividends, it shall give priority to make profit
distribution in the form of cash dividends. The Bank shall distribute profits annually in

principle, and may distribute an interim dividend where conditions allow.

(IIT) Conditions and Ratio of Cash Dividend Distribution

In general, no cash dividend shall be paid to Shareholders for any year in which the
Bank’s capital adequacy ratio is lower than the minimum standard required by the regulatory
authorities of the PRC. On the premises of ensuring that the capital adequacy ratio meets the
regulatory requirements, the Bank may pay cash dividends if its profits realized in the last three
years, after making up losses and making allocation to the statutory reserve and general
reserves and payment of dividends to preference Shareholders in accordance with law, remain
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positive and distributable. Any profit to be distributed to its ordinary Shareholders by the Bank
in cash each year shall be no less than 30% of the distributable profits attributable to ordinary
Shareholders of the Bank realized by it for the last three years. The specific ratio of cash
dividend distribution each year will be determined by the Bank in accordance with the
requirements of the relevant laws, regulations, regulatory documents and the Articles of
Association, and based on its business operation, and will be considered and approved at
general meetings of the Bank.

Where the operating income of the Bank grows rapidly and the Board considers that the
share price of the Bank does not reflect its share capital size, the Bank may propose and
execute a share dividend distribution proposal in addition to the cash dividend distribution
above.

The Board of the Bank shall take into full account various factors, such as features of the
industries where the Bank operates, stage of development, its own business model, profitability
and whether there is significant capital expenditure arrangement, to distinguish the following
situations and put forward differentiated policies of cash dividend in accordance with the
procedures as required by the Articles of Association of the Bank:

1. If the Bank is at the mature stage of development and has no significant capital
expenditure arrangement, the proportion of cash dividends in the profit distribution
shall be at least 80% when the profit distribution is made;

2. If the Bank is at the mature stage of development and has significant capital
expenditure arrangement, the proportion of cash dividends in the profit distribution
shall be at least 40% when the profit distribution is made;

3. If the Bank is at the growing stage and has significant capital expenditure
arrangement, the proportion of cash dividends in the profit distribution shall be at
least 20% when the profit distribution is made.

If it is difficult to distinguish the Bank’s stage of development and the Bank has
significant capital expenditure arrangement, the profit distribution may be dealt with pursuant

to the preceding provisions.

The Bank shall not distribute profits to the ordinary shareholders before ensuring the full
satisfaction of annual dividend as agreed to preference shareholders.
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IV. DECISION-MAKING AND SUPERVISION MECHANISM OF THE RETURN
PLAN

When determining a profit distribution plan, the Board of the Bank shall carefully study
and justify the timing, conditions and minimum ratio for cash dividend distribution, its
conditions for adjustments and the requirements of the procedures for decision-making. The
independent Directors shall give specific opinion in respect thereof. The independent Directors
may seek the opinion of the minority Shareholders, devise a dividend distribution proposal
accordingly and submit the same directly to the Board for consideration. Prior to the
consideration of the specific plan of cash dividend by the Shareholders at a general meeting,
the Bank shall actively communicate and exchange ideas through multiple channels with
Shareholders (in particular, the minority Shareholders), thoroughly consider the opinions and
requests of the minority Shareholders and give timely responses to the issues that concern
them. The Board of Supervisors of the Bank shall supervise the formulation and decision-
making by the Board of the profit distribution plan of the Bank.

Where the Bank has satisfied conditions for cash dividend distribution but has not
prepared any cash dividend plan, or the profit distributed to its ordinary Shareholders by the
Bank in cash is less than 30% of the distributable profits attributable to ordinary Shareholders
of the Bank realized by it for the last three years, the Board shall set out the specific reasons
for not distributing cash dividends, the exact purpose for the retained profits and the estimated
investment return. The Bank shall submit to the general meeting for consideration after the
independent Directors have expressed their opinions, and make disclosure in the designated

media by the Bank. The Bank shall provide access to online voting platforms for Shareholders.

A profit distribution plan shall be disclosed by the Bank in the annual report for the year.
If the Bank generated profits during the reporting period but the Board of the Bank has not
made any cash profit distribution plan, the reasons thereof and the use of proceeds retained by
the Bank not used for dividend distribution shall be explained in detail in its periodic reports
and independent Directors shall give an independent opinion in this regard.

V. IMPLEMENTATION OF THE PROFIT DISTRIBUTION PLAN

After a resolution is adopted by the Bank’s general meeting in respect of the profit
distribution plan, the Board must complete the profit distribution within two months after the
general meeting.

VI. FORMULATION PERIOD AND ADJUSTMENT MECHANISM OF THE RETURN
PLAN

The Bank shall formulate the Shareholders’ return plan based on the profit distribution
policy set out in the Articles of Association, and ensure that the Shareholders’ return plan is
prepared every three years so as to plan the dividend distribution policy for the next three
years. When formulating the Shareholders’ return plan, the Board of the Bank shall fully
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consider and take advices and suggestions from Shareholders (especially the minority
Shareholders), independent Directors, and external Supervisors through various channels. The
dividend distribution policy and the Shareholders’ return plan for three years as made by the
Board of the Bank shall not be implemented until they are approved by a general meeting upon
submission.

If the operations of the Bank are materially affected as a result of war, natural disasters
and other events of force majeure, or any change in its external operating environment, or any
significant changes in its own operating conditions, the Bank may adjust its profit distribution
policy. When the Bank makes such adjustment, the Board shall prepare a written report on
special topics containing detailed discussion and verification of the reasons for adjustment,
which, after being considered by the independent Directors, shall be submitted to the general
meeting for approval by Shareholders representing over 2/3 voting rights at such meeting. The
Bank shall provide access to online voting platforms for Shareholders for voting purpose. In
considering such adjustments to profit distribution policy at a general meeting, the opinions of
minority Shareholders must be sufficiently considered.

VII. MATTERS WHICH ARE NOT COVERED UNDER THIS PLAN SHALL BE
IMPLEMENTED IN ACCORDANCE WITH THE RELEVANT LAWS AND
REGULATIONS, REGULATORY DOCUMENTS AND THE ARTICLES OF
ASSOCIATION OF THE BANK. THE PLAN SHALL BE INTERPRETED BY THE
BOARD OF THE BANK AND SHALL BECOME EFFECTIVE FROM THE DATE
UPON APPROVAL AT A GENERAL MEETING OF THE BANK.

VIII. UNLESS OTHERWISE INDICATED IN THE PLAN, THE TERMS “SHARES”
AND “STOCKS” USED HEREIN REFER TO ORDINARY SHARES AND STOCKS,
AND THE TERM “SHAREHOLDERS” USED HEREIN REFER TO ORDINARY
SHAREHOLDERS.
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CZBANK \ iffi i 88 17

CHINA ZHESHANG BANK CO., LTD.
HoE iR ITRGAE RS E

(A joint-stock company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 2016)
(Stock Code of Preference Shares: 4610)

NOTICE OF 2021 THIRD EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that the 2021 third extraordinary general meeting (the
“EGM”) of China Zheshang Bank Co., Ltd. (the “Bank”) will be held at
Main Conference Room, 1/F, Head Office of China Zheshang Bank, No. 288, Qingchun Road,
Hangzhou, Zhejiang, the People’s Republic of China (the “PRC”), at 2:30 p.m. on Tuesday,
November 23, 2021 for the purposes of considering and, if thought fit, passing the following
resolutions (capitalised terms used in this notice shall have the same meanings as those defined
in the circular dated November 3, 2021 by the Bank unless otherwise stated):

SPECIAL RESOLUTIONS

1.  To consider and approve the resolution in relation to the proposal for rights issue of
China Zheshang Bank Co., Ltd.

1.1 class and par value of the shares to be issued

1.2 issuance method

1.3 base, proportion and number of the rights issue

1.4 pricing principle and price for the rights shares

1.5 target subscribers for the rights issue

1.6 distribution plan for accumulated undistributed profits prior to the rights issue
1.7 time of issuance

1.8 method of underwriting

1.9 use of proceeds in relation to the rights issue
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1.10 validity period of the resolution in relation to the rights issue

1.11 listing of the shares in relation to the rights issue

2. To consider and approve the resolution in relation to the plan of China Zheshang
Bank Co., Ltd. on public issuance of shares by the way of rights issue

3.  To consider and approve the resolution in relation to the authorization to the Board
and persons authorized by China Zheshang Bank Co., Ltd. to deal with matters

related to rights issue to be proposed in the general meeting

4.  To consider and approve the resolution in relation to the change in registered capital
and the corresponding amendments to the relevant clauses in the Articles of
Association upon the completion of rights issue of China Zheshang Bank Co., Ltd.

5. To consider and approve the resolution in relation to the fulfillment of issue
conditions of rights issue of China Zheshang Bank Co., Ltd.

6. To consider and approve the resolution in relation to the report on the use of
previously raised funds of China Zheshang Bank Co., Ltd.

7.  To consider and approve the resolution in relation to the report on the feasibility of
use of proceeds from rights issue of China Zheshang Bank Co., Ltd.

8.  To consider and approve the resolution in relation to the remedial measures for the
dilution of current returns by rights issue to original shareholders of China Zheshang
Bank Co., Ltd.

9.  To consider and approve the resolution in relation to the shareholders’ return plan
for the next three years (2022-2024) of China Zheshang Bank Co., Ltd.

By order of the Board
China Zheshang Bank Co., Ltd.
Shen Renkang

Chairman

Hangzhou, the PRC,
November 3, 2021

As at the date of this notice, the executive directors of the Bank are Mr. Shen Renkang and
and Mr. Zhang Rongsen; the non-executive directors are Mr. Ren Zhixiang, Ms. Gao Qinhong,
Mpr. Hu Tiangao, and Mr. Zhu Weiming, the independent non-executive directors are Mr. Tong
Benli, Mr. Dai Deming, Mr. Liu Pak Wai, Mr. Zheng Jindu, Mr. Zhou Zhifang, Mr. Wang Guocai
and Mr. Wang Wei.
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Notes:

1. Individual Shareholder who wish to attend the meeting in person shall produce his/her identity cards or other
effective document or proof of identity. Proxies of individual Shareholder shall produce his/her effective proof
of identity and proxy form. A corporate Shareholder should attend the meeting by its legal representative or
a person authorized by its board of directors or other decision-making body upon resolution. A legal
representative or an authorized person who wishes to attend the meeting should produce his/her identity card
or other effective document or proof of identity. If appointed to attend the meeting, the proxy should produce
his/her identity card and the proxy form which bears the corporate Shareholder’s seal or is signed by its
director or a proxy duly appointed.

2. Any Shareholder entitled to attend and vote at the 2021 Third EGM is entitled to appoint one or more persons
(whether such person is a shareholder or not) as his/her proxy or proxies to attend and vote on his/her behalf

3. The instrument appointing a proxy must be in writing under the hand of the Shareholder or his/her attorney
duly authorised in writing. For a corporate Shareholder, the proxy instrument must be affixed with the common
seal or signed by its director or attorney duly authorised in writing.

4. For H Shareholders who wish to attend the 2021 Third EGM, the form of proxy (together with a notarized copy
of the power of attorney or other authority (if any) if the form of proxy is signed by a person on behalf of the
H Shareholder) must be delivered to the Bank’s H Share Registrar, Computershare Hong Kong Investor
Services Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not less than
24 hours before the time for holding the 2021 Third EGM or any adjournment thereof (i.e. before 2:30 p.m.
on Monday, November 22, 2021) in order to be valid. If no direction is given, the proxy will be entitled to vote
or abstain as he/she thinks fit. The proxy will also be entitled to vote at his/her discretion on any resolution
properly put to the 2021 Third EGM other than those referred to in the notice convening the EGM.

5. The H Shares register of members of the Bank will be closed from Thursday, November 18, 2021 to Tuesday,
November 23, 2021 (both days inclusive), during which period no transfer of H Shares of the Bank will be
effected. For unregistered holders of H Shares who intend to attend the 2021 Third EGM, all share certificates
and the transfer documents must be lodged with the Bank’s H Share Registrar, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong, not later than 4:30 p.m. on Wednesday, November 17, 2021. The holder of H Shares whose names
appear on the register of members of the Bank at the close of business on Wednesday, November 17, 2021 will
be entitled to attend and vote at the 2021 Third EGM.

6. Pursuant to the Hong Kong Listing Rules, each of the resolutions set out in the notice of the 2021 Third EGM
will be voted by poll. Results of the poll voting will be published on the Bank’s website at www.czbank.com

and the website of the Stock Exchange at www.hkexnews.hk after the 2021 Third EGM.

7. Shareholders who attend the EGM in person or by proxy shall bear their own traveling, dining and
accommodation expenses.
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CHINA ZHESHANG BANK CO., LTD.
HoE iR ITRGAE RS E

(A joint-stock company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 2016)
(Stock Code of Preference Shares: 4610)

NOTICE OF 2021 FIRST CLASS MEETING FOR H SHAREHOLDERS

NOTICE IS HEREBY GIVEN that the 2021 first class meeting for H shareholders (the
“2021 First Class Meeting for H Shareholders”) of China Zheshang Bank Co., Ltd. (the
“Bank”) will be held at Main Conference Room, 1/F, Head Office of China Zheshang Bank,
No. 288, Qingchun Road, Hangzhou, Zhejiang, the PRC, immediately after the conclusion of
the 2021 First Class Meeting for A Shareholders on Tuesday, November 23, 2021 for the
purposes of considering and, if thought fit, passing the following resolutions (capitalised terms
used in this notice shall have the same meanings as those defined in the circular dated
November 3, 2021 by the Bank unless otherwise stated):

SPECIAL RESOLUTIONS

1.  To consider and approve the resolution in relation to the proposal for rights issue of
China Zheshang Bank Co., Ltd.

1.1 class and par value of the shares to be issued

1.2 issuance method

1.3 base, proportion and number of the rights issue

1.4 pricing principle and price for the rights shares

1.5 target subscribers for the rights issue

1.6 distribution plan for accumulated undistributed profits prior to the rights issue
1.7 time of issuance

1.8 method of underwriting

1.9 use of proceeds in relation to the rights issue
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1.10 validity period of the resolution in relation to the rights issue

1.11 listing of the shares in relation to the rights issue

2. To consider and approve the resolution in relation to the plan of the China Zheshang
Bank Co., Ltd. on public issuance of shares by the way of rights issue

3.  To consider and approve the resolution in relation to the authorization to the Board
and persons authorized by China Zheshang Bank Co., Ltd. to deal with matters

related to rights issue to be proposed in the general meeting

4.  To consider and approve the resolution in relation to the change in registered capital
and the corresponding amendments to the relevant clauses in the Articles of
Association upon the completion of rights issue of China Zheshang Bank Co., Ltd.

5. To consider and approve the resolution in relation to the fulfillment of issue
conditions of rights issue of China Zheshang Bank Co., Ltd.

6. To consider and approve the resolution in relation to the report on the feasibility of
use of proceeds from rights issue of China Zheshang Bank Co., Ltd.

7. To consider and approve the resolution in relation to the remedial measures for the
dilution of current returns by rights issue to original shareholders of China Zheshang
Bank Co., Ltd.

By order of the Board
China Zheshang Bank Co., Ltd.
Shen Renkang
Chairman

Hangzhou, the PRC,
November 3, 2021

As at the date of this notice, the executive directors of the Bank are Mr. Shen Renkang and
and Mr. Zhang Rongsen; the non-executive directors are Mr. Ren Zhixiang, Ms. Gao Qinhong,
Mpr. Hu Tiangao, and Mr. Zhu Weiming, the independent non-executive directors are Mr. Tong
Benli, Mr. Dai Deming, Mr. Liu Pak Wai, Mr. Zheng Jindu, Mr. Zhou Zhifang, Mr. Wang Guocai
and Mr. Wang Wei.
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Notes:

Individual H Shareholders who wish to attend the meeting in person shall produce their identity cards or other
effective document or proof of identity. Proxies of individual H Shareholders shall produce their effective
proof of identity and proxy form. A corporate H Shareholder should attend the meeting by its legal
representative or a person authorized by its board of directors or other decision-making body upon resolution.
A legal representative or an authorized person who wishes to attend the meeting should produce his/her
identity card or other effective document or proof of identity. If appointed to attend the meeting, the proxy
should produce his/her identity card and the proxy form which bears the corporate H Shareholder’s seal or is
signed by its director or a proxy duly appointed.

Any H Shareholder entitled to attend and vote at the 2021 First Class Meeting for H Shareholders is entitled
to appoint one or more persons (whether such person is a shareholder or not) as his/her proxy or proxies to
attend and vote on his/her behalf.

Any H Shareholder entitled to attend and vote at the 2021 First Class Meeting for H Shareholders is entitled
to appoint one or more persons (whether such person is a shareholder or not) as his/her proxy or proxies to
attend and vote on his/her behalf.

For H Shareholders who wish to attend the 2021 First Class Meeting for H Shareholders, the form of proxy
(together with a notarized copy of the power of attorney or other authority (if any) if the form of proxy is
signed by a person on behalf of the H Shareholder) must be returned to the Bank’s H Share Registrar,
Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong not less than 24 hours before the time for holding the 2021 First Class Meeting for H
Shareholders or any adjournment thereof (i.e. before 2:30 p.m. on Monday, November 22, 2021) in order to
be valid. If no direction is given, the proxy will be entitled to vote or abstain as he/she thinks fit. The proxy
will also be entitled to vote at his/her discretion on any resolution properly put to the 2021 First Class Meeting
for H Shareholders other than those referred to in the notice convening the 2021 First Class Meeting for H
Shareholders.

The H Shares register of members of the Bank will be closed from Thursday, November 18, 2021 to Tuesday,
November 23, 2021 (both days inclusive), during which period no transfer of H Shares of the Bank will be
effected. For unregistered H Shareholders who intend to attend the 2021 First Class Meeting for H
Shareholders, all share certificates and the transfer documents must be lodged with the Bank’s H Share
Registrar, Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not later than 4:30 p.m. on Wednesday, November 17,
2021. The holder of H Shares whose names appear on the register of members of the Bank at the close of
business on Wednesday, November 17, 2021 will be entitled to attend and vote at the 2021 First Class Meeting
for H Shareholders.

Pursuant to the Hong Kong Listing Rules, the resolution set out in the notice of the 2021 First Class Meeting
for H Shareholders will be voted by poll. Results of the poll voting will be published on the Bank’s website
at www.czbank.com and the website of the Stock Exchange at www.hkexnews.hk after the 2021 First Class
Meeting for H Shareholders.

H Shareholders who attend the 2021 First Class Meeting for H Shareholders in person or by proxy shall bear
their own traveling, dining and accommodation expenses.
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