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

“A Share(s)” domestic share(s) in the share capital of the Company
with a nominal value of RMB1.00 each, which is (are)
listed on the Shanghai Stock Exchange and traded in
RMB

“A Shareholder(s)” holder(s) of A Shares

“Articles of Association” the articles of association of the Company, as amended
from time to time

“Board” or “Board of Directors” the board of Directors of the Company

“Company” China Galaxy Securities Co., Ltd., a joint stock
company with limited liability incorporated in the PRC
on 26 January 2007, whose H Shares are listed on the
Stock Exchange (Stock Code: 06881) and A Shares are
listed on the Shanghai Stock Exchange (Stock Code:
601881)

“CSRC” the China Securities Regulatory Commission

“Director(s)” the director(s) of the Company

“EGM” or “Extraordinary
General Meeting”

the first extraordinary general meeting of 2023 of the
Company to be held at Conference Room M1919,
Qinghai Finance Building, Building No. 1, No. 8
Xiying Street, Fengtai District, Beijing, the PRC on
Friday, 10 March 2023 at 10:00 a.m.

“H Share(s)” overseas listed foreign share(s) in the share capital of
the Company with a nominal value of RMB1.00 each,
which is (are) listed on the Stock Exchange and traded
in Hong Kong dollars

“H Shareholder(s)” holder(s) of H Shares

“Hong Kong” the Hong Kong Special Administrative Region of the
PRC

“Listing Rules” the Rules Governing the Listing of Securities on the
Stock Exchange, as amended from time to time

“PRC” or “China” the People’s Republic of China, but for the purposes of
this circular only, excluding Hong Kong, Macau
Special Administrative Region and Taiwan region
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“RMB” or “Renminbi” Renminbi, the lawful currency of the PRC

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

“Share(s)” ordinary share(s) of the Company, including A Share(s)
and H Share(s)

“Shareholder(s)” holder(s) of the Share(s)

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Supervisor(s)” the supervisor(s) of the Company

“Supervisory Committee” the supervisory committee of the Company

In case of any discrepancy between the English and Chinese versions of this circular,
the Chinese version shall prevail.
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20 February 2023

To the Shareholders

Dear Sir or Madam,

AMENDMENTS TO THE MEASURES FOR THE MANAGEMENT OF
PROCEEDS AND THE MANAGEMENT SYSTEM FOR STANDARDIZING FUND

TRANSFER WITH RELATED PARTIES OF THE COMPANY
ELECTION OF MS. LI HUI AS A NON-EXECUTIVE DIRECTOR OF THE

FOURTH SESSION OF THE BOARD OF THE COMPANY
REMUNERATION PLANS FOR MR. CHEN GONGYAN,

MS. CHEN JING AND MS. QU YANPING FOR 2021
AMENDMENTS TO THE ARTICLES OF ASSOCIATION

INTRODUCTION

On behalf of the Board of Directors, I invite you to attend the EGM to be held at
Conference Room M1919, Qinghai Finance Building, Building No. 1, No. 8 Xiying Street,
Fengtai District, Beijing, the PRC on Friday, 10 March 2023 at 10:00 a.m..

The purpose of this circular is to provide you with the information reasonably
necessary to enable you to make an informed decision on whether to vote for or against the
proposed resolutions or abstain from voting at the EGM.
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BUSINESSES TO BE CONSIDERED AT THE EGM

Ordinary resolutions will be proposed at the EGM to approve: (1) the amendments to
the Measures for the Management of Proceeds of the Company, (2) the amendments to the
Management System for Standardizing Fund Transfer with Related Parties of the Company,
(3) the election of Ms. LI Hui as a non-executive Director of the fourth session of the Board
of the Company, (4) the remuneration plans for Mr. CHEN Gongyan, Ms. CHEN Jing and
Ms. QU Yanping for 2021, and a special resolution will be proposed at the EGM to approve:
(5) the amendments to the Articles of Association.

1. Amendments to the Measures for the Management of Proceeds of the Company

In accordance with the Securities Law of the People’s Republic of China, the
Regulatory Guidelines for Listed Companies No. 2 – Regulatory Requirements for the
Management and Use of Proceeds by Listed Companies (2022 Revision) of the CSRC and
the Guidelines for Self-regulation of Listed Companies on the Shanghai Stock Exchange No.
1 – Regulation of Operations in relation to the relevant systems for the management and use
of proceeds, it is proposed to amend the Measures for the Management of Proceeds of the
Company, details of which are set out in Appendix I to this circular.

2. Amendments to the Management System for Standardizing Fund Transfer with
Related Parties of the Company

In accordance with the Securities Law of the People’s Republic of China and the
Regulatory Guidelines for Listed Companies No. 8 – Regulatory Requirements of Fund
Transfer and External Guarantee of Listed Companies of the CSRC in relation to the
management system of fund transfer with related parties, it is proposed to amend the
Management System for Standardizing Fund Transfer with Related Parties of the Company,
details of which are set out in Appendix II to this circular.

3. Election of Ms. LI Hui as a non-executive Director of the fourth session of the
Board of the Company

On 29 December 2022, the Board considered and approved the proposal in relation to
the nomination of Ms. LI Hui as a candidate for non-executive director of the Company. The
proposal is hereby submitted to the EGM for Shareholders’ consideration and approval.

The biographical details of Ms. LI Hui are set out below:

LI Hui, female, born in May 1969, is a certified public accountant. She graduated from
Central Institute of Banking and Finance (currently known as Central University of Finance
and Economics) in June 1991 majoring in national economic management with a bachelor’s
degree in economics, and obtained a master’s degree in engineering from Beijing University
of Aeronautics & Astronautics in January 2003. From July 1991 to December 1998, she
consecutively served as a cadre, assistant accountant and auditor of the Audit Bureau of
China State Shipbuilding Corporation. From December 1998 to July 2008, she worked at the
Commission for Science, Technology and Industry for National Defense, consecutively
serving as a principal staff member, deputy director and director-level investigator and

LETTER FROM THE BOARD

– 4 –



researcher of the Finance Department. From July 2008 to March 2010, she served as the
director of the Finance and Audit Department of the State Administration of Science,
Technology and Industry for National Defense. Since March 2010, she has served
consecutively as the senior manager and team head of the Finance Department and the
managing director of China Investment Corporation, and during the period from September
2011 to March 2017, she also served as a supervisor of China Investment Securities Co.,
Ltd..

Ms. LI Hui will enter into a letter of appointment with the Company. The term of
office of Ms. LI Hui will commence from the date of approval by the Shareholders at the
EGM, and end on the expiry of the term of the fourth session of the Board. She is eligible
for re-election upon expiry of her term. Ms. LI Hui will not receive any director’s fee or
remuneration from the Company.

Save as disclosed above, Ms. LI Hui has not held any directorships in other listed
public companies in the last three years, does not hold any other position with the Company
or any of its subsidiaries, and is not connected with any directors, senior management or
substantial or controlling Shareholders of the Company. Ms. LI Hui does not have any
interest in the Shares within the meaning of Part XV of the SFO.

Further, there is nothing in respect of the election of Ms. LI Hui that needs to be
disclosed pursuant to Rule 13.51(2) of the Listing Rules, nor is there anything that needs to
be brought to the attention of the Shareholders.

4. Remuneration Plans for Mr. CHEN Gongyan, Ms. CHEN Jing and Ms. QU
Yanping for 2021

According to the Articles of Association, the remuneration of Mr. CHEN Gongyan, the
former Chairman of the Board, Ms. CHEN Jing, the former Chairperson of the Supervisory
Committee, and Ms. QU Yanping, the current Chairperson of the Supervisory Committee,
shall be submitted to the general meeting for Shareholders’ consideration and approval.
Pursuant to the remuneration administrative measures of the Company and based on the
performance appraisal results of the relevant Directors and Supervisors, the remuneration
plans for Mr. CHEN Gongyan, Ms. CHEN Jing and Ms. QU Yanping for 2021 are set out
below:

(1) The total remuneration of Mr. CHEN Gongyan, the former Chairman of the
Board, was RMB3,815,416 (before tax).

(2) The total remuneration of Ms. CHEN Jing, the former Chairperson of the
Supervisory Committee, was RMB3,628,632 (before tax).

(3) The total remuneration of Ms. QU Yanping, the current Chairperson of the
Supervisory Committee, was RMB1,451,452 (before tax).

The remuneration plans are hereby proposed to the EGM for Shareholders’
consideration and approval.
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5. Amendments to the Articles of Association

The Company has recently received the approvals in relation to its new business
qualifications (Zheng Jian Xu Ke [2022] No. 2170 and Zheng Jian Xu Ke [2022] No. 2941)
from the CSRC. The CSRC has approved the qualifications of the Company to engage in the
businesses of market making and trading of listed securities and market making of stock
options. Pursuant to the approvals, the Company proposes to include “market making and
trading of listed securities” and “market making of stock options” in its scope of business
and make corresponding amendments to the Articles of Association.

The proposed amendments to the Articles of Association are hereby proposed to the
EGM for Shareholder’s consideration and approval. It is also proposed to the EGM to
authorize the Board who may delegate to the management or other persons of the Company
the authority to deal with matters relating to the change of business scope, registration with
the department in charge of industrial and commercial administration and change of license
for operating securities and futures business, etc..

The details of the proposed amendments to the Articles of Association are set out in
Appendix III to this circular.

THE EGM

The notice convening the EGM and the form of proxy are enclosed herewith.

If you intend to appoint a proxy to attend the EGM, please complete the enclosed form
of proxy in accordance with the instructions printed thereon and return the same to
Computershare Hong Kong Investor Services Limited (for H Shareholders) or the Office of
the Board of Directors of the Company (for A Shareholders) not less than 24 hours before
the time appointed for holding the EGM (i.e. no later than 10:00 a.m. on Thursday, 9 March
2023) or any adjournment thereof in person or by post. Completion and return of the form
of proxy will not preclude you from attending and voting in person at the EGM or any
adjournment thereof if you so wish.

VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of Shareholders at a general
meeting must be taken by poll. As such, the chairman of the EGM will exercise his power
under the Articles of Association to demand a poll for the resolutions proposed at the EGM.
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RECOMMENDATION

The Board considers that the resolutions proposed at the EGM are in the interests of
the Company and its Shareholders as a whole. As such, the Board recommends you to vote
in favour of the resolutions proposed at the EGM.

Yours faithfully,
By Order of the Board

China Galaxy Securities Co., Ltd.
CHEN Liang

Chairman and Executive Director
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(A joint stock company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 06881)

NOTICE OF THE FIRST
EXTRAORDINARY GENERAL MEETING OF 2023

NOTICE IS HEREBY GIVEN that the first extraordinary general meeting of 2023
(the “EGM”) of China Galaxy Securities Co., Ltd. (the “Company”) will be held at
Conference Room M1919, Qinghai Finance Building, Building No. 1, No. 8 Xiying Street,
Fengtai District, Beijing, the PRC on Friday, 10 March 2023 at 10:00 a.m. for the following
purposes:

ORDINARY RESOLUTIONS

1. To consider and approve the amendments to the Measures for the Management of
Proceeds of the Company;

2. To consider and approve the amendments to the Management System for
Standardizing Fund Transfer with Related Parties of the Company;

3. To consider and approve the election of Ms. LI Hui as a non-executive Director
of the fourth session of the Board of the Company;

4. To consider and approve the remuneration plans for Mr. CHEN Gongyan, Ms.
CHEN Jing and Ms. QU Yanping for 2021:

4.01 To consider and approve the remuneration plan for Mr. CHEN Gongyan for
2021;

4.02 To consider and approve the remuneration plan for Ms. CHEN Jing for 2021;

4.03 To consider and approve the remuneration plan for Ms. QU Yanping for
2021; and

SPECIAL RESOLUTION

5. To consider and approve the amendments to the articles of association of the
Company.

By Order of the Board
China Galaxy Securities Co., Ltd.

CHEN Liang
Chairman and Executive Director

Beijing, the PRC, 20 February 2023

NOTICE OF THE FIRST EXTRAORDINARY GENERAL MEETING OF 2023
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Notes:

1. Pursuant to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited,
any vote of shareholders at a general meeting must be taken by poll. As such, the resolutions set out in the
notice of EGM will be voted by poll. Results of the poll voting will be published on the Company’s
website at www.chinastock.com.cn and the HKExnews website of Hong Kong Exchanges and Clearing
Limited at www.hkexnews.hk after the EGM.

2. Any shareholder entitled to attend and vote at the EGM convened by the above notice is entitled to appoint
one or more proxies to attend and vote instead of him/her. A proxy need not be a shareholder of the
Company.

3. In order to be valid, the form of proxy together with the notarized power of attorney or other documents of
authorization, if any, must be completed and returned to the Office of the Board of Directors of the
Company (for A Shareholders) or the H Share registrar of the Company, Computershare Hong Kong
Investor Services Limited (for H Shareholders), not less than 24 hours before the time appointed for holding
the EGM (i.e. no later than 10:00 a.m. on 9 March 2023) or any adjournment thereof. Computershare Hong
Kong Investor Services Limited is located at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wan
Chai, Hong Kong. Completion and return of the form of proxy will not preclude a shareholder from
attending and voting in person at the EGM or any adjournment thereof should he/she so wish.

4. The H Share register of members of the Company will be closed, for the purpose of determining the
entitlement of holders of H Shares to attend the EGM, from Monday, 6 March 2023 to Friday, 10 March
2023 (both days inclusive), during which period no transfer of H Shares will be registered. In order to
attend the EGM, all share certificates, together with the instruments of transfers, must be lodged for
registration with the Company’s H Share registrar, Computershare Hong Kong Investor Services Limited
(for H Shareholders) at Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong
Kong, not later than 4:30 p.m. on Friday, 3 March 2023. The Company will announce separately on the
Shanghai Stock Exchange details of the eligibility of the A Shareholders for attending the EGM.

5. Where there are joint holders of any shares, the one whose name stands first on the register of members
shall be entitled to attend and vote at the EGM in respect of such shares.

6. Shareholder or his/her proxy shall produce proof of identity when attending the EGM:

(a) Legal representatives of legal person shareholders who attend the meeting shall produce their own
identity cards and effective proof of their capacity as legal representatives. Proxies of legal person
shareholders shall produce their own identity cards and the form of proxy duly signed by the legal
representatives or the board of directors or other governing body of the legal person shareholders
according to laws; and

(b) Individual shareholders who attend the meeting in person shall produce their identity cards or other
effective document or proof of identity and stock account cards. Proxies of individual shareholders
shall produce effective proof of identity and form of proxy.

7. The EGM is expected to be held for less than half a day. Shareholders who attend the meeting in person or
by proxy shall bear their own travelling and accommodation expenses.

8. The Office of the Board of Directors of the Company is located at Qinghai Finance Building, Building
No. 1, No. 8 Xiying Street, Fengtai District, Beijing, the PRC.

Tel. no.: 86 (10) 8092 9800

Fax no.: 86 (10) 8092 6725
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As at the date of this notice, the executive directors of the Company are Mr. CHEN
Liang (Chairman) and Mr. WANG Sheng (Vice Chairman and President); the non-executive
directors are Mr. YANG Tijun, Ms. LIU Chang, Mr. LIU Zhihong and Mr. JIANG Yuesheng;
and the independent non-executive directors are Mr. LIU Ruizhong, Mr. WANG Zhenjun,
Ms. LIU Chun and Mr. LAW Cheuk Kin Stephen.
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– 10 –



APPENDIX I PROPOSED AMENDMENTS TO THE MEASURES FOR 
THE MANAGEMENT OF PROCEEDS

– I-1 –

The proposed amendments to the Measures for the Management of Proceeds are set out 
below:

Article Before Amendment Article After Amendment

Chapter I General Provisions Chapter I General Provisions

Article 1 In order to regulate the management 
and use of the proceeds of China Galaxy 
Securi t ies Co.,  Ltd. (the “Company”) for 
the protection of the legitimate rights and 
interests of all shareholders, these Measures are 
formulated pursuant to the Company Law of the 
People’s Republic of China  (“Company Law”), 
the Securities Law of the People’s Republic of 
China  (the “Securities Law”), the Measures for 
the Administration of Initial Public Offering 
and Listing of Shares , the Measures for the 
Administration of Securities Issuance by Listed 
Companies , the Rules on the Report on the 
Use of Previously Raised Funds , the Notice 
on Further Regulation of the Use of Proceeds 
by Listed Companies , the Rules Governing 
the Listing of Shares on the Shanghai Stock 
Exchange , the Rules for the Administration 
of Proceeds of the Companies Listed on the 
Shanghai Stock Exchange  and other laws and 
regulations and the Articles of Association.

The proceeds mentioned in these Measures 
refer to the funds raised by the Company from 
domestic investors through the public issuance 
of A shares (including the initial public offering 
of shares, issuance of new shares after listing, 
issuance of convertible corporate bonds) or 
other public means permitted under laws and 
regulations and the Articles of Association and 
for specific purposes, as well as the funds raised 
from domestic investors through non-public 
offering of shares after listing, but exclude 
the funds raised by the Company from the 
implementation of its share incentive scheme.

Article 1 In order to regulate the management 
and use of the proceeds of China Galaxy 
Securi t ies Co.,  Ltd. (the “Company”) for 
the protection of the legitimate rights and 
interests of all shareholders, these Measures 
are formulated pursuant to the Company Law 
of the People’s Republic of China  (“Company 
Law”), the Securities Law of the People’s 
Republic of China  (the “Securities Law”), 
the Measures for the Administration of Initial 
Public Offering and Listing of Shares , the 
Measures for the Administration of Securities 
Issuance by Listed Companies , the Rules on 
the Report on the Use of Previously Raised 
Funds , the Regulatory Guidelines for Listed 
Companies No. 2 – Regulatory Requirements 
for the Management and Use of Proceeds 
by Listed Companies (2022 Revision) , the 
Rules Governing the Listing of Shares on the 
Shanghai Stock Exchange , the Guidelines for 
Self-regulation of Listed Companies on the 
Shanghai Stock Exchange No. 1 – Regulation 
of Operations  and other laws and regulations 
and the Articles of Association.

Article 2 The proceeds mentioned in these 
Measures refer to the funds raised by the 
Company from investors through the issuance 
of shares and their derivatives and applied 
for specific purposes.

The surplus proceeds mentioned in these 
Measures refers to any portion of the actual 
net proceeds in excess of the amount of 
proceeds proposed to be raised.
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Article 2 The proceeds shall only be used for 
investment purposes disclosed to the public by 
the Company and the investment projects to be 
financed with the proceeds which have been 
resolved or approved by the general meeting and 
the board of directors. The board of directors 
of the Company shall formulate detailed plans 
for the use of the proceeds so as to ensure 
standardised, open and transparent use thereof.

A r t i c l e  3  T h e  p r o c e e d s  r a i s e d  b y  t h e 
Company shall be used as contemplated 
in the prospectus or other public offering 
documents. Any change to the use of proceeds 
as contemplated in the prospectus or other 
public offering documents by the Company 
must be approved by shareholders by way of 
resolution at a general meeting.

Article 3 After the proceeds are received, capital 
verification procedures shall be carried out in a 
timely manner by the Company, and a capital 
verification report shall be prepared by an 
accounting firm qualified for securities business. 
The Company shall commence the utilisation of 
the proceeds according to the plan for the use of 
proceeds as set forth in information disclosure 
documents such as the prospectus and offering 
circular in timely manner.

Article 4 After the proceeds are received, capital 
verification procedures shall be carried out in 
a timely manner by the Company, and a capital 
verification report shall be prepared by an 
accounting firm that meets the requirements 
of the Securities Law.

Article 4 The board of directors of the Company 
shall disclose the use of the proceeds in a timely 
manner pursuant to the requirements of the 
Company Law, the Securities Law, the listing 
rules of the place where the Company’s shares 
are listed and relevant laws and regulations.

The Company shall use the proceeds according 
to the plan and schedule for the use of proceeds 
as commit ted in the prospectus,  offer ing 
circular and other information disclosure 
documents. The use of the proceeds announced 
by the Company shall not be changed without 
a resolution or authorisation made by the 
Company’s general meeting in accordance with 
law and the approval of the relevant securities 
regulatory authority (if necessary).

Where the investment project financed with 
the proceeds is carried out by the Company’s 
subsidiaries or any other entities controlled by 
the Company, the Company shall ensure that 
such subsidiaries and entities observe these 
Measures.

Article 5 The board of directors of the Company 
shall disclose the use of the proceeds in a timely 
manner pursuant to the requirements of the 
Company Law, the Securities Law, the listing 
rules of the place where the Company’s shares 
are listed and relevant laws and regulations.

A r t i c l e  6  T h e  C o m p a n y  s h a l l  u s e  t h e 
proceeds in a prudent manner to ensure 
that the use of the proceeds is consistent 
with the commitments made in the offering 
application documents, and shall not change 
the investment of the proceeds at will.

The Company shall truthfully, accurately 
and completely disclose the actual use of 
proceeds. An announcement shall be made in 
a timely manner in the event that the normal 
progress of the proceeds investment plan is 
seriously affected.

Where the investment project financed with 
the proceeds is carried out by the Company’s 
subsidiaries or any other entities controlled by 
the Company, the Company shall ensure that 
such subsidiaries and entities observe these 
Measures.
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Article 5 Directors, supervisors and senior 
management shall effectively perform their 
duties to strengthen the supervision of the 
p roceeds  and ensu re  the  t ru th fu lness  o f 
information disclosure.

–

Art ic le 6 The amount of proceeds of the 
Company and the use thereof shall comply with 
the following requirements:

(I) T h e  a m o u n t  o f  p r o c e e d s  a n d  t h e 
investment projects financed thereby are 
compatible with the existing scale of 
operation, financial position, technical 
level and management capability of the 
Company.

(II) The proceeds must be deposited in the 
special account decided by the board of 
directors of the Company.

Art ic le 7  The amount of proceeds of the 
Company and the use thereof shall comply with 
the following requirements:

(I) T h e  a m o u n t  o f  p r o c e e d s  a n d  t h e 
investment projects financed thereby are 
compatible with the existing scale of 
operation, financial position, technical 
level and management capability of the 
Company.

(II) The proceeds must be deposited in the 
special account (the “Special Account”) 
decided by the board of directors of the 
Company.

Chapter II Deposit of the Proceeds Chapter II Deposit of the Proceeds

Art ic le 8 The es tabl ishment of a Specia l 
Account for proceeds shall be approved by the 
board of directors and the establishment of such 
account and materials shall be reported to the 
CSRC for filing when the Company applies 
for fundraising. The number of the Special 
Accounts for proceeds shall not exceed the 
number of investment projects financed with the 
proceeds.

Article 9 The Company shall carefully select 
a commercial bank for opening a Special 
Account for proceeds. The proceeds must be 
deposited into the Special Account approved 
for  open ing by the  board o f  d irec tors 
for central management, and the Special 
Account shall not keep any funds other than 
the proceeds or be used for other purposes. 
In the event of financing more than twice, 
the Company shall set up separate Special 
Accounts for proceeds. The surplus proceeds 
shall also be deposited into the Special 
Account for proceeds for management.
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Article 9 The Company shall open a Special 
Account for the deposit of proceeds with the 
bank where the proceeds are deposited and sign 
an agreement on the deposit and management 
of the Special Account for proceeds with 
the depositary bank and the sponsor of the 
Company in connection with the issuance of 
shares or convertible bonds (the “Sponsor(s)”). 
The agreement sha l l  inc lude a t  leas t  the 
following contents:

(I) The Company shall deposit the proceeds 
into the Special Account for proceeds;

(II) The depositary bank shall provide the 
Company with monthly bank statements 
of the Special Account for proceeds, with 
a copy to the Company's Sponsor(s);

(III) If the Company withdraws an amount 
that exceeds RMB50 million from the 
Special Account for proceeds once or on a 
cumulative basis within 12 months and the 
amount reaches 20% of the net amount of 
proceeds in total from the issuance after 
deducting issuance expenses (the “Net 
Proceeds”), the Company shall notify the 
Sponsor(s) of the same promptly;

(IV) The Sponsor(s) may make inquiries to the 
depositary bank on the Special Account 
for proceeds at any time;

(V) The liabilities for breach of the agreement 
by the Company, depositary bank or the 
Sponsor(s).

The Company shall file with the Shanghai Stock 
Exchange within 2 trading days after the above 
agreement is signed and make an announcement 
thereon.

Article 10 The Company shall, within one 
month upon receipt of the proceeds, sign 
a tr ipart i te regulatory agreement with 
the Sponsor(s) or independent financial 
adviser and the commercial bank in which 
the proceeds are deposited, and make an 
announcement promptly in respect thereof. 
The agreement sha l l  inc lude a t  leas t  the 
following contents:

(I) The Company shall deposit the proceeds 
into the Special Account for proceeds;

(II) The account number of the Special 
Account for proceeds,  the project 
f inanced with the proceeds in such 
account, and the amount deposited;

(III) The commercial bank shall provide the 
Company with monthly bank statements 
of the Special Account for proceeds, with 
a copy to the Company's Sponsor(s) or 
independent financial adviser;

(IV) If the Company withdraws an amount 
that exceeds RMB50 million from the 
Special Account for proceeds once or on 
a cumulative basis within 12 months and 
the amount reaches 20% of the net amount 
of proceeds in total from the issuance 
after deducting issuance expenses (the 
“Net Proceeds”), the Company shall notify 
the Sponsor(s) or independent financial 
adviser of the same promptly;

(V) The Sponsor(s) or independent financial 
a d v i s e r  m a y  m a k e  i n q u i r i e s  t o  t h e 
commercial bank on the Special Account 
for proceeds at any time;



APPENDIX I PROPOSED AMENDMENTS TO THE MEASURES FOR 
THE MANAGEMENT OF PROCEEDS

– I-5 –

If the Company considers that the amount of 
proceeds to be raised is large and it is necessary 
to open a Special Account in more than one 
bank af ter taking into account the credi t 
arrangements for investment projects, it may, 
based on the principle of centralised depository 
for ease of supervision and with the approval of 
the board of directors, open a Special Account 
in more than one bank, provided that the 
funds for the same investment project shall be 
deposited in the same Special Account.

(VI) T h e  d u t i e s  o f  s u p e r v i s i o n  o f  t h e 
Sponsor(s) or independent financial 
adviser, the commercial bank’s duties 
of giving notice and coordination, as 
well as the form of supervision of the 
Sponsor(s) or independent financial 
adviser and the commercial bank with 
respect to the Company’s use of the 
proceeds;

(VII) The liabilities for breach of the agreement 
by the Company, commercial bank, the 
Sponsor(s) or independent financial 
adviser;

(VIII) Where the commercial bank fails to 
issue bank statements to the Sponsor(s) 
or independent financial adviser in 
a timely manner for three times, or 
fails to coordinate with the Sponsor(s) 
or independent financial adviser in 
inquiries and investigations of materials 
of the Special Account, the Company 
may terminate the agreement and cancel 
such Special Account for proceeds.

The Company shall file with the Shanghai Stock 
Exchange within 2 trading days after the above 
agreement is signed and make an announcement 
thereon.

In the event of early termination of the 
above agreement before its expiration, the 
Company shall, within 2 weeks from the 
termination of the agreement, enter into a 
new agreement with relevant parties, and 
make an announcement thereon in timely 
manner.



APPENDIX I PROPOSED AMENDMENTS TO THE MEASURES FOR 
THE MANAGEMENT OF PROCEEDS

– I-6 –

Chapter III Use of the Proceeds and  
Risk Control

Chapter III Use of the Proceeds and  
Risk Control

Article 11 The proceeds shall be used in strict 
compliance with the investment projects to 
be financed with the proceeds as approved by 
the general meeting. The board of directors 
shall monitor the actual use of the proceeds 
to ensure that such investment projects are 
implemented in accordance with the progress of 
the prescribed plan.

Article 12 The board of directors of the 
Company shall adequately evaluate the 
f e a s i b i l i t y  o f  t h e  i n v e s t m e n t  p r o j e c t s 
f inanced with the proceeds, and ensure 
that the investment projects have better 
market prospects and profitability, so as 
to effectively prevent investment risks and 
enhance the efficiency of the utilization of the 
proceeds.

Article 12 The Company shall not conduct the 
following acts with the proceeds:

(I) Change the use of proceeds in disguise 
through pledges, entrusted loans or other 
means;

(II) O c c u p i e d  o r  m i s a p p r o p r i a t e d  b y 
c o n t r o l l i n g  s h a r e h o l d e r s ,  d e  f a c t o 
controllers and other related parties to 
obtain improper benefits for related parties 
using the investment projects financed 
with the proceeds.

Article 13 The Company shall, in principle, 
use the proceeds for its principal business. 
It shall not conduct the following acts with the 
proceeds:

(I) Change the use of proceeds in disguise 
through pledges, entrusted loans or other 
means;

(II) Make available the proceeds, whether 
directly or indirectly, to the controlling 
shareholder(s), de facto controller(s) 
a n d o t h e r  r e l a t e d  p a r t i e s  f o r  t h e 
purpose of  fac i l i tat ing the re lated 
p a r t i e s  t o  o b t a i n  i m p r o p e r  g a i n s 
t h r o u g h  t h e  i n v e s t m e n t  p r o j e c t s 
financed with the proceeds;

(III) Other acts in violation of the provisions 
on the administration of proceeds.
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Article 13 In the event of any circumstances 
seriously affecting normal implementation of 
the investment plan of proceeds, the Company 
shall report to the Shanghai Stock Exchange 
and make an announcement thereon in a timely 
manner.

–

Ar t i c l e  17  Inves tmen t  p ro j ec t s  sha l l  be 
implemented in accordance with the progress 
of the plan as committed by the board of 
directors, and the department responsible for 
the implementation shall refine the specific 
work progress to ensure that all work will 
be completed pursuant to the progress of the 
plan, and shall provide regular reports on the 
work progress to the audit department. If it is 
true that due to unforeseen or unforeseeable 
ob jec t ive  f ac to r s ,  t he  p ro jec t  canno t  be 
completed according to the plan and progress as 
committed, the Company must publicly disclose 
the actual situation and explain the reasons 
therefor in detail.

Ar t i c l e  17  Inves tmen t  p ro j ec t s  sha l l  be 
implemented in accordance with the progress 
of the plan as committed by the board of 
directors, and the department responsible for 
the implementation shall refine the specific 
work progress to ensure that all work will be 
completed pursuant to the progress of the plan, 
and shall provide regular reports on the work 
progress to the audit department.

Article 18 The investment projects financed 
with the proceeds shall be consistent with 
the projects committed in the information 
disclosure documents of the Company such as 
the prospectus or offering circular and shall 
not be changed in principle. If it is necessary 
to change the investment of the proceeds due 
to changes in the market, the board of directors 
shall deliberate, publicly disclose the actual 
situation, explain the reasons therefor in detail 
and report to the general meeting for approval 
in accordance with the statutory procedures.

–
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Article 20 Where the Company finances asset or 
equity interest acquisition of individuals, legal 
persons or other organisations and their related 
parties with actual control over the Company 
with the proceeds, the following provisions 
shall be followed:

(I) I n  p r i n c i p l e ,  t h e  a c q u i s i t i o n  s h a l l 
e f fec t ive ly  avo id  pee r  compe t i t ion , 
or reduce the continuing related party 
t ransact ions af ter the acquisi t ion, or 
facilitate the Company to expand new 
businesses, provided that it should be 
conducive to the long term development of 
the Company and may effectively protect 
the interests of minority investors;

(II) The Company shall disclose the reasons 
f o r  t r a n s a c t i o n s  w i t h  c o n t r o l l i n g 
shareholders or de facto controllers, the 
pricing policies and basis of the related 
party transactions, the impact of such 
transactions on the Company and the 
measures to resolve the relevant issues;

(III) The re levant provis ions on decis ion 
making and disclosure of related party 
transactions under the the listing rules of 
the place where the Company’s shares are 
listed;

(IV) Relevant provisions on decision making 
and disclosure of related party transactions 
under  r e l evan t  po l i c i e s  such as  the 
Management Pol icy for  Informat ion 
Disclosure  of the Company.

–
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Article 21 The general manager (president) 
s h a l l  b e  r e s p o n s i b l e  f o r  o r g a n i s i n g  t h e 
implementation of the investment projects 
financed with the proceeds.

Daily supervision in respect of the use of 
proceeds shal l be performed by the audit 
d e p a r t m e n t  o f  t h e  C o m p a n y .  T h e  a u d i t 
department shall conduct a special audit on the 
use of proceeds once every six months, and 
deliver the audit results promptly to the audit 
committee of the board, with a copy to the 
supervisory committee and the general manager 
(president).

If the audit committee considers that there 
a r e  i r r egu la r i t i e s  i n  t he  managemen t  o f 
the Company’s proceeds or that the audit 
department did not submit a report on the 
results of the inspection in accordance with 
the preceding paragraph, it shall promptly 
report to the board of directors. The board of 
directors shall report to the Shanghai Stock 
Exchange and make an announcement within 
two trading days after receiving the report of 
the audit committee. The announcement shall 
include the irregularities in the management of 
the proceeds, the consequences that have been 
or may be caused and the measures taken or 
proposed to be taken.

Article 19 The general manager (president) 
s h a l l  b e  r e s p o n s i b l e  f o r  o r g a n i s i n g  t h e 
implementation of the investment projects 
financed with the proceeds.

Art icle 22 The f inance department of the 
C o m p a n y  s h a l l  b e  r e s p o n s i b l e  f o r  t h e 
deployment and arrangement of funds, and shall 
establish relevant accounting records and books 
of accounts in respect of activities involving the 
use of the proceeds.

–

Article 23 On the premise of ensuring that the 
progress of the construction of the investment 
projects financed with the proceeds will not 
be affected, the proceeds may be used for 
short-term investments of not more than six 
months within the scope permitted by laws and 
regulations and the regulatory documents of the 
CSRC.

–
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Article 24 In case of termination of project 
implementation, investment beyond budgeting, 
delay in progress, etc. arising from the material 
changes in relevant national policies, market 
env i ronmen t ,  r e l evan t  t e chno log i e s  and 
circumstances of partners, etc., the relevant 
department shall report to the general manager 
(president) and the board of directors promptly. 
If a project is terminated for implementation, 
or the investment exceeds the budget, or the 
project is postponed for more than 6 months, the 
board of directors shall report it to the general 
meeting and the termination of implementation 
or increase in investment shall be made only 
after it is approved by the general meeting.

–

Article 25 If the Company has already disclosed 
its intention to replace the self-raised funds 
invested in advance with the proceeds in its 
offering application documents and the amount 
invested in advance is certain, such replacement 
shall be subject to the special audit by an 
accounting firm, the opinion given by the 
Sponsor(s), and consideration and approval by 
the board of directors. The board of directors 
shall report it to the Shanghai Stock Exchange 
and make an announcement within 2 trading 
days after the completion of the replacement.

Except as provided in the preceding paragraph, 
if the Company replaces the self-raised funds 
invested in advance with the proceeds, it shall 
comply with the corresponding procedures 
and disclosure obligations in accordance with 
the provisions of these Measures in relation 
to the change of investment projects with the 
proceeds.

For the temporari ly unused proceeds, the 
d e p a r t m e n t  u s i n g  t h e  p r o c e e d s  a n d  t h e 
risk management department shall strictly 
control the risks of assets in accordance with 
the requirements of the Company for risk 
management to ensure the safety of the use of 
the proceeds.

Article 20 When the Company invest its self-
raised funds in advance in an investment 
project financed with the proceeds, it may 
replace its self-raised funds with the proceeds 
within six (6) months after the proceeds are 
received, with a verification report to be 
issued by an accounting firm. The Company 
s h a l l  r e p o r t  i t  t o  t h e  S h a n g h a i  S t o c k 
Exchange and make an announcement within 
2 trading days after the meeting of the board 
of directors.

Article 21 For the temporarily unused proceeds, 
the department using the proceeds and the 
risk management department shall strictly 
control the risks of assets in accordance with 
the requirements of the Company for risk 
management to ensure the safety of the use of 
the proceeds.
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– Article 22 The Company may carry out 
cash management for temporar i ly  id le 
proceeds, in respect of which the term of the 
investment products shall not be longer than 
the term authorized for use by the Company 
internally by way of resolution and shall not 
exceed 12 months. After the proceeds are 
returned to the Special Account for proceeds 
as  scheduled af ter the maturi ty of  the 
investment products and an announcement 
thereon is made, the Company can carry out 
cash management again within the authorized 
period and limit.

The products for investment must meet the 
following conditions:

(I) the principal-guaranteed products with 
a high level of safety, such as structured 
deposits and certificates of deposit;

(II) t h e  p r o d u c t s  w i t h  h i g h  l i q u i d i t y 
and wi thout  a f f ec t ing  the  normal 
i m p l e m e n t a t i o n  o f  t h e  p r o c e e d s 
i n v e s t m e n t  p l a n .  T h e  i n v e s t m e n t 
products shall not be pledged, and 
the designated settlement account for 
the products (if applicable) shall not 
be used to maintain any funds other 
than the proceeds or for any other 
purposes. The Company shall make an 
announcement in a timely manner when 
it sets up or terminate a designated 
settlement account for the products.
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– Article 23 Where the Company invests in 
products with the idle proceeds, it shall, upon 
consideration and approval by the board of 
directors, promptly make an announcement 
containing the followings:

(I) Basic information of the proceeds, 
including the t iming of raising the 
proceeds, the amount of proceeds, the 
Net Proceeds and investment plan, etc.;

(II) Use of the proceeds;

(III) Amount and duration of the investment 
products financed with idle proceeds, 
whether there is any essential change 
of the use of the proceeds and measures 
to ensure that the normal operation of 
projects financed with the proceeds will 
not be affected;

(IV) Income distribution method, investment 
scope and safety of the investment 
products;

(V) Opinions issued by the independent 
directors, the supervisory committee, 
the Sponsor(s) or independent financial 
adviser.

In the event of any deterioration in the 
financial conditions of the issuer of the 
products, loss suffered from the invested 
p r o d u c t s  a n d  o t h e r  m a t e r i a l  r i s k s , 
t h e  C o m p a n y  s h a l l  m a k e  a  r i s k  a l e r t 
announcement in a t imely manner and 
indicate the risk control measures adopted 
by the Company to ensure the safety of its 
funds.



APPENDIX I PROPOSED AMENDMENTS TO THE MEASURES FOR 
THE MANAGEMENT OF PROCEEDS

– I-13 –

Ar t i c l e  26  The Company sha l l  mee t  t he 
following requirements when it temporarily 
uses the idle proceeds to replenish its working 
capital:

(I) The use of proceeds shall not be undergo 
essential change and the normal progress 
of the proceeds investment plan shall not 
be affected;

(II) The amounts used for the replenishment 
of working capital each time shall not be 
more than 50% of the Net Proceeds;

(III) The replenishment of working capital shall 
last no more than 6 months each time;

(IV) T h e  p r o c e e d s  p r e v i o u s l y  u s e d  f o r 
temporary replenishment of working 
capital that were due have been returned.

In the event that the Company temporarily uses 
the idle proceeds to replenish working capital, 
it shall be subject to the consideration and 
approval by the board of directors, the opinions 
given by independent directors, the Sponsor(s) 
and  the  supe rv i so ry  commi t t ee ,  and  the 
Company shall report it to the Shanghai Stock 
Exchange and make an announcement thereon 
within 2 trading days. When the Company uses 
the idle proceeds representing over 10% of the 
amount of such proceeds to replenish working 
capital, it shall be subject to the consideration 
and approval by the general meeting, and 
online voting shall be provided for the general 
meeting.

Before the expiration date of replenishing the 
working capital, the Company shall return such 
funds to the Special Account for proceeds and 
report it to the Shanghai Stock Exchange and 
make an announcement thereon within 2 trading 
days after the fund are returned in full.

Ar t i c l e  24  The  Company sha l l  mee t  t he 
following requirements when it temporarily 
uses the idle proceeds to replenish its working 
capital:

(I) The use of proceeds shall not be undergo 
essential change and the normal progress 
of the proceeds investment plan shall not 
be affected;

(II) It shall only be used for production 
and operation related to the principal 
businesses, and shall not be directly 
or indirectly used for placement or 
subscription of new shares, or trading 
in stocks and any derivative instruments 
or convertible bonds, etc.;

(III) The replenishment of working capital shall 
last no more than 12 months each time;

(IV) T h e  p r o c e e d s  p r e v i o u s l y  u s e d  f o r 
temporary replenishment of working 
capital that were due, if applicable, have 
been returned.

Before the expiration date of replenishing the 
working capital, the Company shall return such 
funds to the Special Account for proceeds and 
report it to the Shanghai Stock Exchange and 
make an announcement thereon within 2 trading 
days after the fund are returned in full.



APPENDIX I PROPOSED AMENDMENTS TO THE MEASURES FOR 
THE MANAGEMENT OF PROCEEDS

– I-14 –

Article 28 Where the Company proposes to 
use the remaining proceeds (including interest 
income) upon completion of an individual 
investment projects financed with the proceeds 
for the purpose of other investment projects 
financed with the proceeds, its use shall be 
subject to the consideration and approval by the 
board of directors and the opinions given by the 
independent directors, the Sponsor(s) and the 
supervisory committee.

If the remaining proceeds (including interest 
income) are less than RMB1 million or 5% 
of the committed investment amount of such 
pro jec t ,  the procedures s t ipu la ted in the 
preceding clause may be waived and the use of 
such proceeds shall be disclosed in the annual 
report.

If the Company applies the remaining proceeds 
(including interest income) from individual 
investment projects financed with the proceeds 
to projects not financed with the proceeds 
(including replenishment of working capital), it 
shall undergo relevant procedures by reference 
to the requirements for the change of investment 
projects financed with the proceeds under these 
Measures.

If,  af ter the complet ion of al l investment 
pro jec ts  f inanced wi th the proceeds,  the 
remaining proceeds (including interest income) 
represent more than 10% of the Net Proceeds, 
its use shall be subject to the consideration 
and approval by the board of directors and 
the general meeting and the opinions given by 
independent directors, the Sponsor(s) and the 
supervisory committee.

If the remaining proceeds (including interest 
income) are less than 10% of the Net Proceeds, 
its use shall be subject to the consideration 
and approval by the board of directors and the 
opinions given by independent directors, the 
Sponsor(s) and the supervisory committee.

Article 26 Where the Company proposes to 
use the remaining proceeds (including interest 
income) upon completion of an individual 
investment projects financed with the proceeds 
for the purpose of other investment projects 
financed with the proceeds, its use shall be 
subject to the consideration and approval by the 
board of directors and the opinions given by the 
independent directors, the Sponsor(s) and the 
supervisory committee. The Company shall 
make an announcement in a timely manner 
after consideration by the board of directors.

If the remaining proceeds (including interest 
income) are less than RMB1 million or 5% 
of the committed investment amount of such 
pro jec t ,  the procedures s t ipu la ted in the 
preceding clause may be waived and the use of 
such proceeds shall be disclosed in the annual 
report.

If the Company applies the remaining proceeds 
(including interest income) from individual 
investment projects financed with the proceeds 
to projects not financed with the proceeds 
(including replenishment of working capital), it 
shall undergo relevant procedures by reference 
to the requirements for the change of investment 
projects financed with the proceeds under these 
Measures.

A r t i c l e  27  A f t e r  t h e  c o m p l e t i o n  o f  a l l 
investment projects financed with the proceeds, 
the use of the remaining proceeds (including 
interest income) by the Company shall be 
subject to the consideration and approval 
by the board of directors and the express 
consents given by independent directors, the 
Sponsor(s) and the supervisory committee. 
The Company shall make an announcement 
in a timely manner after consideration by the 
board of directors.
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If the remaining proceeds (including interest 
income) are less than RMB5 million or 5% of 
the Net Proceeds, the implementation of the 
procedures stipulated in the preceding clause 
may be waived, and the use of such proceeds 
shall be disclosed in the latest periodic report.

If the remaining proceeds (including interest 
income) represent more than 10% of the Net 
Proceeds, its use shall also be subject to the 
consideration and approval by the general 
meeting.

If the remaining proceeds (including interest 
income) are less than RMB 5 million or 5% 
of the Net Proceeds, its use shall be subject to 
the consideration and approval by the board of 
directors and the opinions given by independent 
directors, the Sponsor(s) and the supervisory 
committee.

If the remaining proceeds (including interest 
income) are less than RMB5 million or 5% of 
the Net Proceeds, the implementation of the 
procedures stipulated in the preceding clause 
may be waived, and the use of such proceeds 
shall be disclosed in the latest periodic report.

– Article 28 When the Company invests surplus 
proceeds in projects under construction 
and new projects (including acquisition of 
assets), it shall invest in principal activities, 
and shall carry out the feasibility analysis 
of the investment projects in a scientific and 
diligent manner and perform the obligation 
of information disclosure in a timely manner, 
by reference to the applicable requirements 
for the change of proceeds under these 
Measures.

– Artic le 29 The surplus proceeds of the 
Company may be used to permanent ly 
replenish working capital or repay bank 
loans, but the cumulative amount for use in 
every 12 months shall not exceed 30% of the 
total amount of the surplus proceeds and 
the Company shall undertake that it will not 
make any high risk investments or provide 
financial assistance to targets other than its 
holding subsidiaries within 12 months after 
replenishing its working capital.
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If the surplus proceeds are used for the 
purpose of permanently replenishing the 
working capital or repayment of bank loans, 
it shall be considered and approved by the 
board of directors and the general meeting 
of the Company where shareholders would 
be provided with online voting means, and 
the express consent given by independent 
directors, the supervisory committee, the 
Sponsor(s) or independent financial advisers 
sha l l  be  obta ined.  The Company sha l l 
promptly make an announcement containing 
the fo l lowings upon cons iderat ion and 
approval by the board of directors:

(I) Basic information of the proceeds, 
including the t iming of raising the 
proceeds, the amount of proceeds, the 
Net Proceeds, surplus proceeds and 
investment plan, etc.;

(II) Use of the proceeds;

(III) The necessi ty of and detai led plan 
for  us ing the  surp lus  proceeds  to 
permanently replenish the working 
capital or repay bank loans;

(IV) The undertaking of not making any high 
risk investments or providing financial 
assistance for others within 12 months 
after replenishing the working capital;

(V) The impact of the use of the surplus 
proceeds for permanently replenishing 
the working capital or repaying bank 
loans on the Company;

(VI) O p i n i o n s  i s s u e d  b y  i n d e p e n d e n t 
directors, the supervisory committee, 
the Sponsor(s)  or the independent 
financial adviser.



APPENDIX I PROPOSED AMENDMENTS TO THE MEASURES FOR 
THE MANAGEMENT OF PROCEEDS

– I-17 –

– Article 30 Where the investment projects 
financed with the proceeds have not been 
completed within the original deadl ine 
a n d  a r e  t o  b e  p o s t p o n e d  f o r  f u r t h e r 
implementation, the Company shall timely 
disclose the specific reasons for the failure 
to complete as scheduled, explanation on the 
deposit of the proceeds and their status in 
accounts, whether there is any circumstance 
affecting the normal implementation of the 
utilisation plan of the proceeds, the estimated 
completion time, and relevant measures for 
ensuring the completion on schedule after 
the postponement. It shall also implement the 
corresponding decision-making procedures 
for the postponement of investment projects.

– Article 31 The use of the proceeds by the 
Company for the following purposes shall 
be subject to consideration and approval 
by the board of directors and the express 
consents given by independent directors, the 
supervisory committee and the Sponsor(s) or 
the independent financial adviser:

(I) Replacement of the self-raised funds 
invested in advance in the investment 
projects with the proceeds;

(II) Use of temporarily idle proceeds for 
cash management;

(III) Use of temporarily idle proceeds for 
temporary replenishment of working 
capital;

(IV) Change of the use of the proceeds;

(V) Use of surplus proceeds for projects 
under construction and new projects.

Any change in the use of proceeds shall also 
be subject to the consideration and approval 
by the general meeting.
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Where any related party transaction, asset 
acquisition or external investment is involved, 
the review procedures and information 
disclosure obligation shall be performed in 
accordance with the listing rules of the place 
where the Company’s shares are listed.

Chapter IV: Changes to the Investment 
Projects Financed with the Proceeds

Chapter IV: Changes to the Investment 
Projects Financed with the Proceeds

Article 29 In principle, the use of proceeds shall 
be implemented in accordance with the plan 
stipulated in the prospectus, the offering circular 
and other information disclosure documents. If 
there are special reasons for changes, the unit in 
charge of the project shall submit to the general 
manager (president) the reasons for the changes 
and the change plan, and after confirmation by 
the general manager (president), submit them to 
the board of directors for consideration.

In case of the following situations, the Company 
shall examine the feasibility of, and expected 
income from, etc.,  the investment project 
financed with the proceeds to decide whether 
or not to proceed with the project, and disclose 
in the latest regular report the progress of the 
project, reasons for the abnormal situations and 
the adjusted proceeds investment plan:

(I) Occurrence of significant changes in 
the market environment related to an 
investment project f inanced with the 
proceeds;

(II) Investment project f inanced with the 
proceeds which has been shelved for more 
than one year;

(III) Project which has been delayed beyond 
the time of completion of the previous 
proceeds investment plan, with the amount 
of proceeds invested not reaching 50% of 
the amount as set out in the relevant plan;

(IV) Abnormal situations occurred in other 
investment projects financed with the 
proceeds.

Article 32 In principle, the use of proceeds shall 
be implemented in accordance with the plan 
stipulated in the prospectus, the offering circular 
and other information disclosure documents. If 
there are special reasons for changes, the unit in 
charge of the project shall submit to the general 
manager (president) the reasons for the changes 
and the change plan, and after confirmation by 
the general manager (president), submit them to 
the board of directors for consideration.

In case of the following situations, the Company 
shall evaluate again the feasibility of, and 
expected income from, etc., the investment 
project financed with the proceeds to decide 
whether or not to proceed with the project, and 
disclose in the latest regular report the progress 
of  the pro jec t ,  reasons for  the abnormal 
situations, and (if required for the adjustment 
to the proceeds investment plan) also the 
adjusted proceeds investment plan:

(I) Occurrence of significant changes in the 
market environment related to an investment 
project financed with the proceeds;

(II) Investment project f inanced with the 
proceeds which has been shelved for more 
than one year;

(III) Project which has been delayed beyond 
the time of completion of the previous 
proceeds investment plan, with the amount 
of proceeds invested not reaching 50% of 
the amount as set out in the relevant plan;

(IV) Other abnormal situations occurred in 
the investment projects financed with the 
proceeds.
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Article 30 The Company shall be deemed 
to have changed the use of proceeds if the 
following changes occur in the implementation 
of the investment projects financed with the 
proceeds as compared with the commitments 
made by the Company in the prospectus, 
the offering circular and other information 
disclosure documents:

(I) Revoke or add new investment projects 
financed with the proceeds;

(II) A material difference in the investment 
amount of investment projects financed 
with the proceeds;

(III) Other circumstances as recognised by the 
CSRC or securities exchange(s).

Article 33 The Company shall be deemed 
to have changed the use of the proceeds in 
the following circumstances, and shall make 
an announcement in a timely manner after 
consideration and approval by the board of 
directors and carry out the procedures for 
consideration by a general meeting:

(I) Cancel or terminate the original projects 
financed with the proceeds, and implement 
new projects;

(II) Change the entity for the implementation 
of the investment projects financed with 
the proceeds;

(III) Change the implementation method of 
the investment projects financed with 
the proceeds;

(IV) Other circumstances considered as 
change in the use of proceeds.

Where there is a change in the entity of 
the investment project financed with the 
proceeds between the Company and i ts 
whol ly-owned subs id iar ies  or  on ly the 
locat ion for the implementat ion of  the 
i n v e s t m e n t  p r o j e c t  f i n a n c e d  w i t h  t h e 
proceeds is changed, it shall not be regarded 
as a change in the use of proceeds and may 
be exempted from the general  meet ing 
procedures, but shall still be subject to the 
consideration and approval by the board of 
directors, and the reasons for the change in 
the entity or location and the opinions of the 
Sponsor(s) shall be announced in a timely 
manner.

Article 31 Any change of the investment 
projects f inanced with the proceeds shal l 
be in line with the development strategy of 
the Company and the direction of national 
investment. The unit responsible for the project 
shall conduct sufficient investigation, research 
and analysis on a new project before proposing 
the change proposal.

–
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Article 34 After the board of directors has 
made a resolution in relation to the change 
of the investment projects financed with the 
proceeds, it shall be submitted to the general 
meeting for consideration and approval and 
shall be implemented only after it has been 
cons idered and approved by the  genera l 
meeting and the necessary approval procedures 
have been completed. No unit shall change 
the use of proceeds without authorization 
unless considered and approved by the general 
meeting. When a general meeting is convened 
to consider a proposal to change the use of 
proceeds, shareholders shall be provided with a 
means of voting by internet.

–

Article 35 Where the Company proposes to 
change an investment project financed with 
the proceeds, it shall report the same to the 
Shanghai Stock Exchange and announce the 
followings within 2 trading days after the 
submission of the proposal to the board of 
directors for consideration:

(I) B a s i c  i n f o r m a t i o n  o f  t h e  o r i g i n a l 
investment project f inanced with the 
proceeds and specific reasons for the 
change;

(II) Basic information, feasibility analysis and 
risk warning of the new investment project 
financed with the proceeds;

(III) Investment plan of the new investment 
project financed with the proceeds;

(IV) Explanation on the approval obtained or to 
be obtained from the relevant authorities 
in respect of the new investment project 
financed with the proceeds (if applicable);

(V) Opinions of independent directors, the 
supervisory committee and the Sponsor(s) 
on the change of investment project 
financed with the proceeds;

Article 36 Where the Company proposes to 
change an investment project financed with 
the proceeds, it shall announce the followings 
in a t imely manner  af ter the submission 
of the proposal to the board of directors for 
consideration:

(I) B a s i c  i n f o r m a t i o n  o f  t h e  o r i g i n a l 
investment project f inanced with the 
proceeds and specific reasons for the 
change;

(II) Basic information, feasibility analysis and 
risk warning of the new investment project 
financed with the proceeds;

(III) Investment plan of the new investment 
project financed with the proceeds;

(IV) Explanation on the approval obtained or to 
be obtained from the relevant authorities 
in respect of the new investment project 
financed with the proceeds (if applicable);

(V) Opinions of independent directors, the 
supervisory committee and the Sponsor(s) 
on the change of investment project 
financed with the proceeds;
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(VI) Explanation on the change of investment 
project financed with the proceeds that is 
still required for submission to the general 
meeting for consideration;

(VII) Other information as required by the 
securities exchanges.

New investment projects financed with the 
proceeds involving related party transactions, 
acquisition of assets and external investments 
shall also be disclosed in accordance with the 
relevant requirements of the listing rules of the 
place where the Company’s shares are listed.

(VI) Explanation on the change of investment 
project financed with the proceeds that is 
still required for submission to the general 
meeting for consideration;

(VII) Other information as required by the 
securities exchanges.

New investment projects financed with the 
proceeds involving related party transactions, 
acquisition of assets and external investments 
shall also be disclosed in accordance with the 
relevant requirements of the listing rules of the 
place where the Company’s shares are listed.

A r t i c l e  36  I f  t h e  C o m p a n y  p r o p o s e s  t o 
externally transfer or replace the investment 
projects financed with the proceeds (excluding 
those that have all been externally transferred or 
replaced during the implementation of material 
assets reorganization), it shall report the same 
to the Shanghai Stock Exchange and announce 
the followings within 2 trading days after the 
submission of the proposal to the board of 
directors for consideration:

(I) The specific reasons for the external 
transfer or replacement of the investment 
project financed with the proceeds;

(II) The amount of the proceeds already used 
in investment in such project;

(III) The investment progress and the realized 
benefits of the investment project financed 
with the proceeds;

(IV) The basic information, feasibility analysis 
and risk warnings (if applicable) regarding 
the received project;

(V) The basis for determination of the price of 
the transfer or replacement and relevant 
gains;

A r t i c l e  37  I f  t h e  C o m p a n y  p r o p o s e s  t o 
externally transfer or replace the investment 
projects financed with the proceeds (excluding 
those that have all been externally transferred or 
replaced during the implementation of material 
assets reorganization), it shall announce the 
fol lowings in a t imely manner  a f ter the 
submission of the proposal to the board of 
directors for consideration:

(I) The specific reasons for the external 
transfer or replacement of the investment 
project financed with the proceeds;

(II) The amount of the proceeds already used 
in investment in such project;

(III) The completion stage and the realized 
bene f i t s  o f  t he  inves tmen t  p ro j ec t s 
financed with the proceeds;

(IV) The basic information, feasibility analysis 
and risk warnings (if applicable) regarding 
the received project;

(V) The basis for determination of the price of 
the transfer or replacement and relevant 
gains;
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(VI) The opinions of the independent directors, 
the  superv i so ry  commi t t ee ,  and the 
Sponsor(s) in respect of the transfer or 
replacement of the investment projects 
financed with the proceeds;

(VII) Explanation on the transfer or replacement 
of the investment projects financed with 
the proceeds that is stil l required for 
submission to the general meeting for 
consideration;

(VIII) Other information as required by the 
securities exchanges.

The Company shall also pay sufficient attention 
to the receipt and use of the consideration for 
the transfer, the change of ownership for the 
received assets, and the ongoing operation of 
the received assets, and perform the obligation 
of information disclosure accordingly.

(VI) The opinions of the independent directors, 
the supervisory committee, the Sponsor(s) 
or the independent financial adviser in 
respect of the transfer or replacement of 
the investment projects financed with the 
proceeds;

(VII) Explanation on the transfer or replacement 
of the investment projects financed with 
the proceeds that is stil l required for 
submission to the general meeting for 
consideration;

(VIII) Other information as required by the 
securities exchanges.

– Article 38 The projects financed with the 
proceeds after the change shall be invested in 
the principal business.

T h e  C o m p a n y s h a l l  s c i e n t i f i c a l l y  a n d 
prudently conduct the feasibility analysis of 
the new projects financed with the proceeds, 
and ensure that the investment projects have 
better market prospects and profitability, so 
as to effectively prevent investment risks and 
enhance the efficiency of the utilization of the 
proceeds.

Chapter V Supervision of the Use of Proceeds Chapter V Supervision of the Use of Proceeds

Article 37 The board of directors and the 
supervisory committee shall strengthen the 
inspection and supervision of the management 
and use of proceeds to ensure that the funds are 
invested in accordance with the undertakings 
in the prospectus or the offering prospectus or 
the purposes approved by the general meeting, 
including the inspection of the progress of the 
projects, the effectiveness of their use and the 
disclosure of information.

Article 39 The directors, supervisors and 
senior management of the Company shall 
diligently perform their duties, urge the 
Company to regulate the use of proceeds, 
c o n s c i o u s l y  m a i n t a i n  t h e  s e c u r i t y  o f 
the Company’s proceeds,  and shal l  not 
participate in, assist or condone the Company 
to  change the use o f  proceeds wi thout 
authorization or in disguised form.
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– Article 40 The board of directors of the 
Company shall conduct a comprehensive 
inspection of the progress of the investment 
projects financed with the proceeds every 
six months and issue the Special Report on 
the Deposit and Actual Use of the Proceeds 
of the Company (the “Special Report of 
Proceeds”) regarding the deposit and use of 
the proceeds.

In the event of discrepancy between the 
actual progress of the investment project 
f i n a n c e d  w i t h  t h e  p r o c e e d s  a n d  t h e 
investment plan, the Company shall provide 
the specific reasons therefor in the Special 
Report of Proceeds. When idle proceeds 
were used for investment in products in the 
current period, the Company shall disclose 
in the Special Report of Proceeds the gains 
for the reporting period and investment 
share, parties, product name, term and other 
information as at the end of period.

The Special Report of Proceeds shall be 
subject to the consideration and approval by 
the board of directors and the supervisory 
committee, and an announcement shall be 
made in a timely manner upon the submission 
of such report to the board of directors for 
consideration.

During the annual audit,  the Company 
shall engage an accounting firm to issue a 
verification report for the deposit and use 
of proceeds and disclose such report on 
the website designated by the regulatory 
department at the time of the disclosure of 
the annual report.
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Article 38 During the use of the proceeds, 
t h e  C o m p a n y  s h a l l  s t r e n g t h e n  i n t e r n a l 
management and conduct self-inspection. The 
audit department of the Company shall be 
the supervising department for the use of the 
proceeds.

The finance department of the Company shall 
be responsible for the financial supervision of 
the use of the proceeds. The finance department 
shall regularly check and verify the use of the 
proceeds and report the use of the proceeds 
to the general manager (president) of the 
Company, who shall report the use of the 
proceeds specifically to the board of directors.

Article 41 The accounting department of the 
Company shall set up a ledger account for 
the use of proceeds, recording details of the 
spending of proceeds and the investment to 
projects financed with proceeds.

T h e  i n t e r n a l  a u d i t  d e p a r t m e n t  o f  t h e 
Company shall inspect the deposit and use of 
proceeds at least once every six months and 
promptly report the results of inspection to 
the audit committee.

Where the audit committee of the Company 
i s  of  the opinion that irregular i t ies  or 
mater ia l  r i sks  ex i s t  in  the  Company’s 
management of the proceeds, or that the 
internal audit department did not report 
any inspection results in accordance with the 
aforementioned provision, it shall promptly 
report the same to the board of directors. The 
board of directors shall report the situation 
to the Shanghai Stock Exchange and publish 
an announcement in a timely manner upon 
receipt of the report.

Article 39 The Company shall disclose in its 
periodic reports (including quarterly reports) 
the use of funds in the Special Account, the 
approval and the progress of implementation of 
projects.

Article 42 The Company shall disclose in its 
annual reports and interim reports the use of 
funds in the Special Account, the approval and 
the progress of implementation of projects.
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Article 40 The audit committee of the board of 
directors, the supervisory committee or over 
half of the independent directors may engage a 
certified public accountant to conduct a special 
audit on the deposit and use of proceeds and 
issue a special audit report. The Company 
shall actively cooperate and the necessary 
expenses incurred thereby shall be borne by the 
Company.

The board of directors shall report to the 
S h a n g h a i  S t o c k  E x c h a n g e  a n d  m a k e  a n 
announcement within 2 trading days upon the 
receipt of the special audit report issued by 
the certified public accountant. Should there 
be any non-compliance in the management of 
proceeds as set out in the special audit report 
by the certified public accountant, the board of 
directors shall also make an announcement in 
respect of the non-compliance of the deposit 
and use of proceeds, the consequences that have 
been or may be incurred and measures that have 
been adopted or are proposed to be adopted.

Article 43 Independent directors, the audit 
committee of the board of directors and the 
supervisory committee shall continuously 
pay attention to the actual management and 
use of proceeds. Independent directors shall 
pay attention to any difference between the 
actual use of proceeds and the information 
disclosure of the Company, and over half 
o f  independent  d i rec tors  may engage an 
account ing f irm to i ssue a ver i f icat ion 
report on the deposit and use of proceeds. 
The Company shall actively cooperate and the 
necessary expenses incurred thereby shall be 
borne by the Company.

T h e  b o a r d  o f  d i r e c t o r s  s h a l l  m a k e  a n 
announcement in a timely manner upon the 
receipt of the verification report as specified 
in the preceding paragraph. Should there 
be any non-compliance in the management of 
proceeds as set out in the verification report, 
the board of directors shall also make an 
announcement in respect of the non-compliance 
o f  t he  depos i t  and  use  o f  p roceeds ,  t he 
consequences that have been or may be incurred 
and measures that have been adopted or are 
proposed to be adopted.

A r t i c l e  41  T h e  S p o n s o r ( s )  a n d  i t s / t h e i r 
designated sponsor representative shall have 
the right to supervise and inspect the use of 
proceeds of the Company. The Company shall 
actively cooperate with the supervision work of 
the Sponsor(s), take the initiative to inform the 
Sponsor(s) of the use of proceeds, authorize the 
sponsor(s) representative to inquire about the 
withdrawal of the proceeds at the relevant banks 
and provide other necessary cooperation and 
information to the sponsor(s) representative.

T h e  S p o n s o r ( s )  s h a l l  c o n d u c t  o n - s i t e 
investigation on the deposit and use of the 
proceeds of the Company once every s ix 
months.

A r t i c l e  44  T h e  S p o n s o r ( s )  a n d  i t s / t h e i r 
designated sponsor representative shall have 
the right to supervise and inspect the use of 
proceeds of the Company. The Company shall 
actively cooperate with the supervision work of 
the Sponsor(s), take the initiative to inform the 
Sponsor(s) of the use of proceeds, authorize the 
sponsor(s) representative to inquire about the 
withdrawal of the proceeds at the relevant banks 
and provide other necessary cooperation and 
information to the sponsor(s) representative.

The Sponsor(s) or independent financial 
adviser shall conduct on-site investigation 
on the deposit and use of the proceeds of the 
Company once every six months.
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After the end of each accounting year, the 
Sponsor(s) shall issue a special inspection 
report on the deposit and use of proceeds by 
the Company for the year and submit it to the 
Shanghai Stock Exchange when the Company 
discloses its annual report. The inspection report 
shall include the following information:

(I) The deposit and use of the proceeds and 
the balance in the Special Account;

(II) The progress of the projects financed with 
the proceeds, including the difference with 
the progress of the proceeds investment 
plan;

(III) The replacement of self-raised funds 
invested in advance in the investment 
project with the proceeds (if applicable);

(IV) The replenishment of working capital with 
the idle proceeds and the effect thereof (if 
applicable);

(V) The change of the investment of the 
proceeds (if applicable);

(VI) The concluding remarks on whether the 
deposit and use of the proceeds are in 
compliance with regulations;

(VII) Other information as required by the 
securities exchanges.

After the end of each accounting year, the board 
of directors shall disclose in the Special Report 
on the Deposit and Actual Use of Proceeds  the 
concluding remarks made by the Sponsor in the 
special inspection report.

After the end of each accounting year, the 
Sponsor(s) or independent financial adviser 
issue a special inspection report on the deposit 
and use of proceeds by the Company for the 
year and submit i t  to the Shanghai Stock 
Exchange when the Company discloses its 
annual report. The inspection report shall 
include the following information:

(I) The deposit and use of the proceeds and 
the balance in the Special Account;

(II) The progress of the projects financed with 
the proceeds, including the difference with 
the progress of the proceeds investment 
plan;

(III) The replacement of self-raised funds 
invested in advance in the investment 
project with the proceeds (if applicable);

(IV) The replenishment of working capital with 
the idle proceeds and the effect thereof (if 
applicable);

(V) The change of the investment of the 
proceeds (if applicable);

(VI) The concluding remarks on whether the 
deposit and use of the proceeds are in 
compliance with regulations;

(VII) Other information as required by the 
securities exchanges.

After the end of each accounting year, the board 
of directors shall disclose in the Special Report 
of Proceeds the concluding remarks made by 
the Sponsor in the special inspection report.
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I f  t h e  S p o n s o r ( s )  o r  t h e  i n d e p e n d e n t 
financial adviser finds that the Company 
and the commercial bank fail to perform 
the tripartite regulatory agreement on the 
deposit of proceeds in special account as 
agreed, or if any material irregularities or 
significant risks in the management of the 
proceeds of the Company are identified 
d u r i n g  t h e  o n - s i t e  i n s p e c t i o n  o f  t h e 
Company, the Sponsor or the independent 
financial adviser shall urge the Company 
to make rectification and report the same 
to the Shanghai Stock Exchange in a timely 
manner.

Chapter VI Supplementary Provisions Chapter VI Supplementary Provisions

Article 42 Where the investment projects 
financed with the proceeds are implemented 
through subsidiaries of the Company or other 
enterprises controlled by the Company, these 
Measures shall apply.

–

The article number of the other articles in these Measures shall be changed accordingly.
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The proposed amendments to the Management System for Standardizing Fund Transfer 
with Related Parties are set out below:

Articles Before Amendment Articles After Amendment

CHAPTER 1 General Provisions CHAPTER 1 General Provisions

Article 1 In order to standardize fund transfer 
between China Galaxy Securities Co., Ltd. (the 
“Company”) and the controlling shareholder 
and other related parties, establish a long-
term mechanism to prevent appropriat ion 
of the Company’s funds by the controlling 
shareholder and related parties, and eradicate 
any appropriation of the Company’s funds by 
the controlling shareholder and related parties, 
the System is formulated in accordance with 
the Company Law of the People’s Republic 
of China , the Securities Law of the People’s 
Republic of China , the Rules for Governance 
of Securities Companies  and other laws and 
regulations and the provisions of the Articles 
of Association with reference to the actual 
situation of the Company.

Article 1 In order to standardize fund transfer 
between China Galaxy Securities Co., Ltd. (the 
“Company”) and the controlling shareholder and 
related parties, establish a long-term mechanism 
to prevent appropriation of the Company’s 
funds by the controlling shareholder, the de 
facto controller and other related parties, and 
eradicate any appropriation of the Company’s 
funds by the controlling shareholder, the de 
facto controller and other related parties, 
the System is formulated in accordance with 
the Company Law of the People’s Republic 
of China , the Securities Law of the People’s 
Republic of China  (the “Securities Law”), the 
Rules for Governance of Securities Companies , 
t h e  R e g u l a t o r y  G u i d e l i n e s  f o r  L i s t e d 
Companies No. 8 – Regulatory Requirements 
of Fund Transfer and External Guarantees 
of Listed Companies  and other laws and 
regulations and the provisions of the Articles 
of Association with reference to the actual 
situation of the Company.
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Article 3 Fund appropriation includes operating 
fund appropriation and non-operating fund 
appropriation. Operating fund appropriation 
refers to fund appropriation by controlling 
shareholder and related parties through related 
par ty t ransac t ions in  the product ion and 
operation process such as procurement and 
sales; non-operating fund appropriation means 
advance payment for such expenses as wages, 
welfares, insurance, advertisement fees, etc. and 
other expenditures for controlling shareholder 
and related parties; repayment of debts on 
behalf of controlling shareholder and related 
parties; loans advanced directly or indirectly 
to controlling shareholder and related parties, 
either with or without consideration; liabilities 
arising from the guarantee for controlling 
shareholder and related parties; and other funds 
provided to the controlling shareholder and 
related parties without the provision of goods 
and services.

Article 3 Fund appropriation includes operating 
fund appropriation and non-operating fund 
appropriation. Operating fund appropriation 
refers to fund appropriation by controlling 
shareholder ,  the de facto control ler  and 
other related parties through related party 
transactions in the production and operation 
process such as procurement and sales; non-
operating fund appropriation means advance 
payment for such expenses as wages, welfares, 
insurance, advertisement fees, etc., the bearing 
of costs and other expenditures for controlling 
shareholder, the de facto controller and other 
related parties; repayments of debts on behalf of 
controlling shareholder, the de facto controller 
and other  related part ies; loans advanced 
directly or indirectly to controlling shareholder, 
the de facto controller and other related 
parties, either with or without consideration; 
l iabi l i t ies ar is ing f rom the guarantee for 
controlling shareholder, the de facto controller 
and other related parties; and other funds 
provided to the controlling shareholder, the 
de facto controller and other related parties 
without the provision of goods and services.

CHAPTER 2 Fund Transfer and Regulation CHAPTER 2 Fund Transfer and Regulation

Art ic le 8 The appropr ia t ion of the l i s ted 
company’s fund shall be strictly restricted in 
the transfer of operating funds between the 
Company and the control l ing shareholder 
and  r e l a t ed  pa r t i e s .  The  Company sha l l 
not  provide advance payment for  wages, 
welfares, insurance, advertisement fees, etc for 
controlling shareholder and other related parties 
nor shall they bear the costs and other expenses 
for each other and on each other’s behalf.

Art ic le 8 The appropr ia t ion of the l i s ted 
company’s fund shall be prohibited in the 
t r ans fe r  o f  ope ra t ing funds  be tween the 
Company and the controlling shareholder, the 
de facto controller and other related parties.
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Article 9 The Company shall not provide to 
the controlling shareholder and related parties, 
directly or indirectly, the Company’s fund for 
their use by the following means:

(I) Lending the Company’s fund with or 
wi thout considerat ion to control l ing 
shareholder and related parties for use;

(II) Providing entrusted loan to related parties 
through banks or non-bank f inancial 
institutions;

(III) Entrusting controlling shareholder and 
related parties to perform investment 
activities;

(IV) Issuing trade acceptance bills without real 
transaction to the controlling shareholder 
and related parties;

(V) Repaying debts for controlling shareholder 
and related parties;

(VI) O t h e r  m e a n s  a s  d e t e r m i n e d  b y  t h e 
regulatory authorities.

Article 9 The Company shall not provide to the 
controlling shareholder, the de facto controller 
and other related parties, directly or indirectly, 
the Company’s fund for the i r  use by the 
following means:

(I) Advance payment for such expenses 
a s  w a g e s ,  w e l f a r e s ,  i n s u r a n c e , 
advertisement fees, etc., the bearing 
of costs and other expenditures for 
controlling shareholder, the de facto 
controller and other related parties;

(II) Lending the Company’s fund (including 
e n t r u s t e d  l o a n )  w i t h  o r  w i t h o u t 
consideration to controlling shareholder, 
the de facto controller and other related 
par t ies for use ,  except where other 
shareholders of investee companies 
of the Company provide funds in the 
same proportion. The aforementioned 
“investee companies” do not include 
companies controlled by controlling 
shareholder or de facto controller;

(III) Entrusting controlling shareholder, the de 
facto controller and other related parties 
to perform investment activities;

(IV) Issuing trade acceptance bills without real 
transaction to the controlling shareholder, 
the de facto controller and other related 
parties, and financing purchases, asset 
transfer payments and prepayments 
without consideration for goods and 
services or in circumstances that are not 
commercially reasonable;

(V) R e p a y i n g  d e b t s  f o r  c o n t r o l l i n g 
shareholder, the de facto controller and 
other related parties;

(VI) O t h e r  m e a n s  a s  d e t e r m i n e d  b y  t h e 
regulatory authorities.
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Article 10 The controlling shareholder and the 
de facto controller of the Company shall not 
take advantage of their related-party relationship 
to prejudice the Company’s interests. If they 
have violated such requirements and caused 
damage to the Company, they shall be liable for 
such damages.

Article 10 The controlling shareholder and 
the de facto controller of the Company shall 
not take advantage of, among others, their 
related-party relationship to prejudice the 
Company’s interests. If they have violated 
such requirements and caused damage to the 
Company, they shall be liable for such damages.

CHAPTER 3 Prevention Measures Against 
the Appropriation of Funds by Related 

Parties

CHAPTER 3 Prevention Measures Against 
the Appropriation of Funds by Related 

Parties

A r t i c l e  13  T h e  C o m p a n y  s h a l l  r e g u l a t e 
and minimize the number of related party 
transactions and shall s tr ict ly restr ict the 
appropriation of the Company's funds by the 
controlling shareholder, the de facto controller 
and other related parties when dealing with 
transfer of operating funds between them.

A r t i c l e  13  T h e  C o m p a n y  s h a l l  r e g u l a t e 
and minimize the number of related party 
transactions and shall prevent the appropriation 
of the Company's funds by the controlling 
shareholder, the de facto controller and other 
related parties when dealing with transfer of 
operating funds between them.

Article 14 The Company shall strictly prevent 
non-operating fund appropriation by controlling 
shareholder and related parties, and properly 
carry out the building of long-term mechanism 
to prevent non-operating fund appropriation by 
controlling shareholder and related parties.

Article 14 The Company shall strictly prevent 
non-operating fund appropriation by controlling 
shareholder, the de facto controller and other 
related parties, and properly carry out the 
building of long-term mechanism to prevent 
non-operating fund appropriation by controlling 
shareholder, the de facto controller and other 
related parties.

Article 16 The board of directors and the 
general manager (president) of the Company 
shall,  in accordance with their respective 
authority and duties, consider and approve the 
related party transactions between the Company 
and its controlling shareholder and related 
parties in the production and operation process 
such as procurement and sales.

Article 16 The board of directors and the 
general manager (president) of the Company 
shall,  in accordance with their respective 
authority and duties, consider and approve 
the related party transactions between the 
Company and its controlling shareholder, the 
de facto controller and other related parties 
in the production and operation process such as 
procurement and sales.
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A r t i c l e  17  T h e  C o m p a n y  s h a l l  c o n d u c t 
i n spec t ions  o f  t he  Headqua r t e r s  and  i t s 
subsidiaries and branches on a regular basis, 
and report on the review of the transfer of non-
operating funds with controlling shareholder 
and re la ted par t ies ,  and f i rmly eradica te 
appropr ia t ion of  non-opera t ing funds by 
controlling shareholder and related parties.

A r t i c l e  17  T h e  C o m p a n y  s h a l l  c o n d u c t 
i n spec t ions  o f  t he  Headqua r t e r s  and  i t s 
subsidiaries and branches on a regular basis, 
and report on the review of the transfer of non-
operating funds with controlling shareholder, 
the de facto controller and other related 
parties, and firmly eradicate appropriation of 
non-operating funds by controlling shareholder, 
the de facto controller and other related 
parties.

T h e  C o m p a n y  s h a l l  c o n d u c t  a  s e l f -
examination of its fund transfer and external 
guarantees with its controlling shareholder, 
the de facto controller and other related 
part ies .  I f  there are problems of  fund 
appropriation or non-compliance in relation 
to guarantees, the Company shall complete 
the rect i f icat ion in a t imely manner to 
safeguard the interests of the Company and 
its minority shareholders.

CHAPTER 4 Payment Procedures for Fund 
Transfer

CHAPTER 4 Payment Procedures for Fund 
Transfer

Article 21 When a subsidiary or a branch of the 
Company carries out operational related party 
transactions such as procurement and sales with 
the controlling shareholder and related parties of 
the Company, it must sign an economic contract 
with real transaction. The prepayment and final 
payment must be made upon the approval of the 
person in charge of the subsidiary or branch. 
If the signed contract cannot be performed as 
scheduled due to market reasons, the actual 
situation of the inability to perform the contract 
shall be explained in detail, and the contract 
shall be terminated after negotiation between 
the two parties as a basis for the refund of the 
advance payment made.

Subsidiaries and branches shall report to the 
audit department of the Company on a regular 
or ad hoc basis the occurrence of related party 
transactions with the controlling shareholder 
and related parties of the Company.

Article 21 When a subsidiary or a branch of 
the Company carries out operational related 
party transactions such as procurement and 
sales with the controlling shareholder, the de 
facto controller and other related parties of the 
Company, it must sign an economic contract 
with real transaction. The prepayment and final 
payment must be made upon the approval of the 
person in charge of the subsidiary or branch. 
If the signed contract cannot be performed as 
scheduled due to market reasons, the actual 
situation of the inability to perform the contract 
shall be explained in detail, and the contract 
shall be terminated after negotiation between 
the two parties as a basis for the refund of the 
advance payment made.

Subsidiaries and branches shall report to the 
audit department of the Company on a regular 
or ad hoc basis the occurrence of related party 
transactions with the controlling shareholder, 
the de facto controller and other related 
parties of the Company.
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CHAPTER 5 Measures for Collection of 
Funds from Related Parties

CHAPTER 5 Measures for Collection of 
Funds from Related Parties

Article 23 If the board of directors becomes 
aware of any misappropriation of the Company's 
assets by the controlling shareholder, a demand 
notice shall be issued to collect such assets in a 
timely manner.

Article 23 If the board of directors becomes 
aware of any misappropriation of the Company's 
assets by the controlling shareholder, the de 
facto controller and other related parties, a 
demand notice shall be issued to collect such 
assets in a timely manner.

Article 24 The board of directors shall take 
measures to require the controlling shareholder 
to return the Company's assets appropriated 
acco rd ing  to  d i f f e ren t  s i t ua t ions .  I f  t he 
control l ing shareholder has the abi l i ty to 
settle the appropriated assets in cash, he/she 
shall settle it in cash directly or by offsetting 
dividends, t ransferring or sel l ing through 
auction shares and assets; if the controlling 
shareholder does not have the ability to settle 
the appropriated assets in cash, he/she may 
set t le i t  by way of “offset t ing debts with 
capital” provided that the relevant laws and 
regulations are complied with. “Offsetting debts 
with capital” can only be implemented when 
the quality of the assets meets the requirements, 
so as to prevent acts that are detrimental to 
the rights and interests of the Company and 
its minority shareholders, such as the use of 
inferior assets and substandard shares for 
repayment.

A r t i c l e  24  T h e  f u n d s  o f  t h e  C o m p a n y 
appropriated by the controlling shareholder, 
the de facto controller and other related 
parties shall, in principle, be settled in cash. 
Settlement of appropriated funds of the 
Company by the controlling shareholder, 
the de facto controller and other related 
parties with non-cash assets shall be strictly 
control led.  The proposed sett lement of 
appropriated funds of the Company by 
the controlling shareholder, the de facto 
controller and other related parties with non-
cash assets shall be subject to the following 
requirements:

(I) the assets used for settlement must be 
within the same business segment of the 
Company and could help enhance the 
independence and core competitiveness 
of the Company and reduce related 
party transactions, and shall not be 
assets which have not yet been put into 
use or have no objectively specified net 
carrying amounts.

(II) the Company shall engage intermediaries 
that meet the requirements of  the 
Securities Law to evaluate the assets 
e l i g i b l e  f o r  s e t t l e m e n t  b y  w a y  o f 
“offsetting debts with capital”, and use 
the appraised value of the assets or the 
audited net carrying amount as the 
pricing basis for settlement by way of 
“offsetting debts with capital”. However, 
the final pricing shall not prejudice the 
interests of the Company, and discount 
shall be made after full consideration is 
given to the present value of the funds 
appropriated. The audit report and 
valuation report shall be made available 
to the public.
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(III) independent directors shall express their 
independent opinions on the proposal 
of settlement by related parties of the 
Company by way of “offsetting debts 
with capital”, or engage intermediaries 
that meet the requirements of  the 
Securities Law to issue an independent 
financial advisor’s report.

(IV) the proposal of settlement by related 
part ies of  the Company by way of 
“offsetting debts with capital” shall be 
subject to consideration and approval at 
the general meeting in which the related 
party shareholders shall abstain from 
voting.

CHAPTER 6 Accountability and Punishment CHAPTER 6 Accountability and Punishment

Article 29 When the directors and senior 
m a n a g e m e n t  a s s i s t  a n d  c o n d o n e  t h e 
appropriation of assets of the Company by the 
controlling shareholder and related parties, the 
board of directors of the Company shall, based 
on the severity of the case, impose punishment 
on the directly responsible person and propose 
the removal of directors bearing the most 
responsibil i ty at the general meeting, and 
the Company shall have the right to demand 
compensation from such directors for any losses 
caused to the Company.

Art icle 29 When the directors and senior 
m a n a g e m e n t  a s s i s t  a n d  c o n d o n e  t h e 
appropriation of assets of the Company by the 
controlling shareholder, the de facto controller 
and other related parties, the board of directors 
of the Company shall, based on the severity of 
the case, impose punishment on the directly 
responsible person and propose the removal of 
directors bearing the most responsibility at the 
general meeting, and the Company shall have 
the right to demand compensation from such 
directors for any losses caused to the Company.

Article 31 In the event of non-operational 
appropriation of the Company's funds by the 
controlling shareholder and related parties, 
which causes adverse impact on the Company, 
the Company shall impose administrative and 
financial penalties on the relevant responsible 
persons of the Headquarters, subsidiaries and 
branches.

Article 31 In the event of non-operational 
appropriation of the Company's funds by the 
controlling shareholder, the de facto controller 
and other related parties, which causes adverse 
impact on the Company, the Company shall 
impose administrative and financial penalties 
on the relevant responsible persons of the 
Headquarters, subsidiaries and branches.
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CHAPTER 7 Supplementary Provisions CHAPTER 7 Supplementary Provisions

Article 33 Matters not covered herein shall 
be implemented in accordance with relevant 
provisions of applicable national laws and 
regulations, and the Articles of Association. 
W h e r e  r e l e v a n t  s t i p u l a t i o n s  h e r e i n  a r e 
inconsistent with applicable laws, regulations 
and the Articles of Association, such laws and 
regulations and the Articles of Association shall 
prevail.

Art ic le 33 Matters not covered herein or 
confl icted with the  laws and regulat ions 
promulgated from time to time after the 
System have taken effect, the listing rules of 
the place where the shares of the Company 
are listed and the Articles of Association, such 
laws and regulations, the listing rules of the 
place where the shares of the Company are 
listed and the Articles of Association shall 
prevail.

Article 35 The System shall be considered and 
approved by the shareholders at the general 
meeting and shall take effect from the date of 
the initial public offering and listing of the 
Company's shares.

Article 35 The System shall take effect from the 
date when it is considered and approved by 
the shareholders at the general meeting.
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The proposed amendments to the Articles of Association are set out below:

Article Before Amendment Article After Amendment

Article 13 Subject to the approval by relevant 
regulatory authorities and registration with the 
company registration authority, the business 
scope of the Company shall include:

(1) securities brokerage;

(2) securities investment advisory;

(3) f inancial consultat ions in relat ion to 
securities trading and securities investment;

(4) securities underwriting and sponsorship;

(5) proprietary securities trading;

(6) margin financing and securities lending 
business;

(7) agency sale of securities investment funds;

(8) intermediary services to futures companies;

(9) agency sale of financial products;

(10) concurrent insurance agency business;

(11) custody business of securities investment 
funds;

(12) sale of precious metal products;

(13) other businesses approved by relevant 
regulatory authorities.

Article 13 Subject to the approval by relevant 
regulatory authorities and registration with the 
company registration authority, the business 
scope of the Company shall include:

(1) securities brokerage;

(2) securities investment advisory;

(3) f inancial consultat ions in relat ion to 
securities trading and securities investment;

(4) securities underwriting and sponsorship;

(5) proprietary securities trading;

(6) margin financing and securities lending 
business;

(7) agency sale of securities investment funds;

(8) intermediary services to futures companies;

(9) agency sale of financial products;

(10) concurrent insurance agency business;

(11) custody business of securities investment 
funds;

(12) sale of precious metal products;

(13) market making and trading of listed 
securities;

(14) market making of stock options;

(15) other businesses approved by relevant 
regulatory authorities.
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