Reply on Feedback to Industrial Bank’s Applicant Files of 
Private Offering
China Securities Regulatory Commission:
According to the requirements of Notice of Feedback on Administrative Licensing Projects of China Securities Regulatory Commission No.163268 (hereinafter referred to as “Feedback”) issued on December 2, 2016, the issuer, Industrial Bank Co., Ltd. (hereinafter referred to as “the bank”, “the Company”, “the issuer” or “Industrial Bank”) and the sponsor institution, Huatai United Securities Co., Ltd. (hereinafter referred to as “the sponsor institution”) and other relevant intermediaries, conduct verifications one by one on the problems involved in the feedback, and make replies one by one about the feedback.
Short forms in this reply share the same meaning with short forms in due diligence report.
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Ⅰ. Key problems
Problem 1: The pricing ex-date of this Private Offering of the applicant is July 30, 2016, at a price of RMB 15.10, lower than net assets per share of the end of the last issuance (June 30, 2016) prior to the pricing ex-date. The applicant should specify pricing basis of this Private Offering, and whether it is subject to relevant laws and regulations on state-owned assets management of financial institutions and the regulations in Item 7 of Article 39 of Administrative Measures on Issuance of Securities by Listed Company, or harm interests of medium and small-size shareholders of listed companies. The sponsor institution should express opinion on verification.
Reply:
Pricing basis of the Private Offering is subject to Administrative Measures on Issuance of Securities by Listed Company and Implementation Rules on Issuance of Shares through Private Offering by Listed Company of China Securities Regulatory Commission
Item 1 of Article 38 of Administrative Measures on Issuance of Securities by Listed Company says, “the issuance price of Private Offering of listed companies shall be not lower than 90% of average transaction price of shares for 20 transaction days prior to pricing ex-date”; Article 7 of Implementation Rules on Issuance of Shares Through Private Offering by Listed Company of China Securities Regulatory Commission says, “pricing ex-date refers to the ex-date that calculates the base price. It can be the date of announcement for the resolution of the meeting of Board of Directors and for the resolution of general meeting of shareholders, and the first day of the issuance period. Listed companies should issue their shares at a price not lower than the base price.
According to the proposal of this Private Offering reviewed and passed by the 20th meeting of the 8th Board of Directors of the bank and the first extraordinary shareholders’ general meeting 2016, the price of this Private Offering is RMB 15.10 per share, 98.14% of average transaction price of shares for 20 transaction days prior to pricing ex-date of this Private Offering. Pricing ex-date of the Offering is the date of announcement for the resolution of the 20th meeting of the 8th Board of Directors, namely, July 30, 2016.
Pricing of the Private Offering is subject to Administrative Measures on Issuance of Securities by Listed Company and Implementation Rules on Issuance of Shares through Private Offering by Listed Company of China Securities Regulatory Commission.
Ⅱ. This Private Offering is subject to relevant laws and regulations on state-owned assets management of financial institutions
Relevant laws and regulations on state-owned assets management of financial institutions including Administrative Measures on the Transfer of State-owned Assets of Financial Enterprises (No. 54 Decree of Ministry of Finance of People’s Republic of China) and Administrative Measures on Supervision and Transactions of Enterprises’ State-owned Assets (State-owned Assets Supervision and Administration Commission No. 32 Decree of Ministry of Finance) don’t provide specific stipulation and requirements about the pricing of Private Offering of listed financial institutions.
Referring to relevant stipulation such as Administrative Measures on the Transfer of State-owned Assets of Financial Enterprises and Administrative Measures on Supervision and Transactions of Enterprises’ State-owned Assets and requirements of review by state-owned assets regulators, the pricing of this Private Offering is not lower than net asset value of the last issuance that has been confirmed through audit. The price of this Private Offering is RMB 15.10 per share, net assets value per share attributable to common shareholders of parent company of the last issuance that has been confirmed through audit (as of December 31, 2015).
Fujian Provincial Department of Finance’s subscription of this Private Offering has obtained approval of Fujian Provincial People’s Government. The Ministry of Finance has issued relevant replies, approving that China National Tobacco Corporation and subordinate companies thereof make subscription of this Private Offering at a price of RMB 15.10 per share.
In addition, the price of this Private Offering is based on net assets value per share attributable to common shareholders of parent company of the last issuance that has been confirmed through audit, and is in accordance with relevant cases concerning the pricing of Private Offering of A Share listed banks in recent years.
The price of this Private Offering is not lower than net assets value per share attributable to common shareholders of parent company of the last issuance that has been confirmed through audit, and is subject to relevant laws and regulations on state-owned assets management of financial institutions.
Ⅲ. Pricing of this Private Offering is basically close to the share price in the bank’s secondary market, and restricted stock trade period for share subscription of investors is three or five years, so it does not harm interests of medium and small-size shareholders of listed companies, and is subject to the regulations in Item 7 of Article 39 of Administrative Measures on Issuance of Securities by Listed Company
1. Pricing of this Private Offering is basically close to the share price in the bank’s secondary market, and restricted stock trade period for share subscription of investors is three or five years
Pricing of this Private Offering is basically close to the share price in the bank’s secondary market. Average transaction price of A Shares of the bank for 20 transaction days prior to this pricing ex-date is RMB 15.39; price of this Offering is 98.14% of the above-mentioned price, basically close to the share price in the secondary market of Board of Directors.
On July 30, 2016, after the Board of Directors announced the Private Offering plan, the overall share price maintained stable. From the day on which the Board of Directors made the announcement to the day on which the resolution of the first extraordinary shareholders’ general meeting was announced (August 16, 2016), average transaction price of A Shares of the bank was RMB 15.96 and the price of this Offering was 94.61% of the above-mentioned price.
At the same time, restricted stock trade period for share subscription of Fujian Provincial Department of Finance, China National Tobacco Corporation and its subordinates—Fujian Tobacco and Guangdong Tobacco, is five years, and restricted stock trade period for share subscription of Yango Holding Co., Ltd. and Fujian Investment Group is three years; the price of this Offering will not be changed for cash dividend of the bank.
The price of this Offering is close to the market price, restricted stock trade period for share subscription of investors is three or five years and the price will not be changed for cash dividend. So the price of this Offering is fair and reasonable and does not harm interests of medium and small-size shareholders through additional issuance at a low price.
This Private Offering helps the bank improve capital strength, enhance the ability of risk resistance, consolidate and expand the position and advantages of traditional business, cultivate and expand emerging strategic business and boost the bank's overall strength and comprehensive competitiveness, so as to promote the interests of all shareholders including medium and small-size shareholders.
2. This Private Offering plan fully reveals the risk resulting from the issuance price lower than net assets value per share and makes a special warning, ensuring the right to know of medium and small-size shareholders
Announcement of the Resolution of the 22nd Meeting of the 8th Board of Directors of Industrial Bank Co., Ltd. and Plan of Private Offering of A Share of Industrial Bank Co., Ltd., announced on July 30, 2016, specifies the price and pricing principle of this Private Offering. Meanwhile, the plan of this Private Offering has stated in the “special warning”, “since we are not sure when the Private Offering of A Share will be completed, the final price may be lower than net assets value per share attributable to common shareholders of parent company of the last issuance. If this happens, net assets value per share attributable to common shareholders of parent company will be diluted.”
The plan of this Private Offering has stated in “Ⅷ. Relevant risks of this Offering”:
“2. The final price of the Private Offering of A Share may be lower than net assets value per share attributable to common shareholders of parent company of the last issuance
Pricing ex-date of the Private Offering of A Share is the date of announcement for the resolution of the 20th meeting of the 8th Board of Directors. And price per share for this Offering is RMB 15.10, which is 98.14% of average transaction price of A Shares of the Company for 20 transaction days prior to pricing ex-date (excluding pricing ex-date) (average transaction price of shares for 20 transaction days prior to pricing ex-date = total transaction amount of A Shares for 20 transaction days prior to pricing ex-date ÷ total transaction number of A Shares for 20 transaction days prior to pricing ex-date).
If there are ex-rights activities in A Shares of the Company during the period from pricing ex-date to the date of issuance such as free issue, capital stock increase with capital reserve or allotment, the said price per share shall be accordingly adjusted based on "ex-rights (dividend) reference price" defined by the calculation formula provided in Transaction Rules of Shanghai Stock Exchange"; if there are ex-dividend activities in A Shares of the Company during the period from pricing ex-date to the date of issuance such as cash dividend distribution, the said price per share shall not be adjusted.
Since we are not sure when the Private Offering of A Share will be completed, the final price may be lower than net assets value per share attributable to common shareholders of parent company of the last issuance. If this happens, net assets value per share attributable to common shareholders of parent company will be diluted.”
3. Decision making procedures of the Board of Directors and shareholders’ general meeting of this Private Offering is in consistency with relevant laws and regulations of Articles of Association of the Company
On July 28, 2016, a meeting was held by Audit and Related Transaction Control Committee of the 8th Board of Directors of the bank in which relevant related transaction proposals involved in the Offering were reviewed and approved to be submitted to Board of Directors for review. Before such proposals were submitted to Board of Directors for review, they were ratified by all independent directors of the bank in advance.
On July 29, 2016, the 20th meeting of the 8th Board of Directors was held by the bank in which relevant proposals of this Private Offering were reviewed and approved; related directors have challenged the voting.
All independent directors of the bank has expressed independent views with regard to related transactions of this Private Offering, and they concede “this Offering is in the interest of the Company and all shareholders, and will not harm interests of the Company and shareholders; such related transactions are concluded with conditions not more favorable than those for similar non-related transactions, of which transaction conditions are fair and reasonable and do not harm interests of the Company and shareholders, particularly that of medium and small-size shareholders, and decision-making procedures are in line with relevant regulatory requirements and Articles of Association of the Company.”
On August 15, 2016, the first extraordinary shareholders’ general meeting 2016 was held by the bank in which relevant proposals of this Offering were reviewed and approved; related directors have challenged the voting.
Relevant proposals submitted to the shareholders’ general meeting for review were passed with over 98% votes in favor. Meanwhile, based on relevant regulations, the bank made separated count of votes for shareholders with less than 5% share, and obtained over 97% votes in favor among them. Voting results of relevant proposals are as follows:
	No.
	Name of Proposal
	Proportion of Votes in Favor of Participating Shareholders (%)
	Proportion of Votes in Favor of Participating Shareholders with Less than 5% Share (%)

	1
	Proposal on Satisfaction of the Company of Conditions for Private Offering of A Shares
	98.8785
	97.5036

	2.01
	Types and Par Value of Shares Issued
	98.1450
	97.4001

	2.02
	Method and Time of Share Issuance
	98.1374
	97.3894

	2.03
	Amount and Use of Capital Raised through Private Offering of A Shares
	98.1426
	97.3968

	2.04
	Price of Shares Issued
	98.0874
	97.3194

	2.05
	Number of Shares Issued
	98.1392
	97.3919

	2.06
	Issuing Targets and Subscription thereof
	98.1369
	97.3887

	2.07
	Arrangement of Restricted Stock Trade Period
	98.1540
	97.4128

	2.08
	Arrangement of Accumulated & Undistributed Profit of the Company prior to the Private Offering of A Shares
	98.1377
	97.3899

	2.09
	Listing Location
	98.1618
	97.4236

	2.10
	Effective Period of Resolution on the Private Offering of A Shares
	98.1348
	97.3858

	3
	Proposal on Report of Utilization of Previously Raised Capital
	98.9193
	97.5944

	4
	Proposal on Feasibility Report for Utilization of Capital Raised through the Private Offering of A Shares
	98.8642
	97.4717

	5
	Proposal on Related Transaction Involved in the Private Offering of A Shares
	98.1463
	97.4020

	6
	Proposal on Diluted Spot Returns of the Private Offering of A Shares and Supplement Measures therefor
	98.7906
	97.3078

	7
	Proposal on Medium-term Shareholder Return Plan (2016-2018)
	98.8679
	97.4799

	8
	Proposal on Requesting General Meeting to Authorize Board of Directors and Person Authorized by Board of Directors to Deal with Relevant Matters of the Private Offering of A Shares
	98.0338
	97.2442


Through verification, the sponsor institution concedes that, the price of this Private Offering is RMB 15.10 per share, 98.14% of average transaction price of shares for 20 transaction days prior to pricing ex-date of this Private Offering, and pricing basis is subject to Administrative Measures on Issuance of Securities by Listed Company and Implementation Rules on Issuance of Shares Through Private Offering by Listed Company of China Securities Regulatory Commission; the price of this Private Offering is not lower than net assets value per share attributable to common shareholders of parent company of the last issuance that has been confirmed through audit, and is subject to relevant laws and regulations on state-owned assets management of financial institutions; pricing of this Private Offering is basically close to the share price in the issuer’s secondary market, and restricted stock trade period for share subscription of Fujian Provincial Department of Finance, China National Tobacco Corporation and its subordinates—Fujian Tobacco and Guangdong Tobacco, is five years, and restricted stock trade period for share subscription of Yango Holding Co., Ltd. and Fujian Investment Group is three years; the issuer reveals adequate information, and ensures the right to know of medium and small-size shareholders; decision making procedures of the Board of Directors and shareholders’ general meeting of this Private Offering is in consistency with relevant laws and regulations, and do not harm interests of medium and small-size shareholders through additional issuance at a low price, and are in consistency with the regulations in Item 7 of Article 39 of Administrative Measures on Issuance of Securities by Listed Company.
Problem 2: one of the subscription targets of the applicant is Fujian Provincial Department of Finance. According to the due diligence report, Fujian Provincial Department of Finance’s subscription of this Private Offering has obtained approval of the People’s Government at the same level. We ask the sponsor institution and lawyers to verify what legal procedures Fujian Provincial Department of Finance needs to fulfill to subscribe the shares the applicant plans to issue.
Reply:
Ⅰ. Fujian Provincial Department of Finance’s subscription has obtained approval of Fujian Provincial People’s Government
1. According to related laws and regulations, Fujian Provincial Department of Finance is under the Fujian Provincial People’s Government
According to Item 2 of Article 59 of Organic Law of the People’s Republic of China on Local People’s Congresses and People’s Governments at Different Levels, local People’s Governments at different levels exercise leadership on works of all their departments.
According to Item 1 of Article 66 of Organic Law of the People’s Republic of China on Local People’s Congresses and People’s Governments at Different Levels, all departments of Provincial People’s Government are under the leadership of the People’s Government and the guidance or leadership of authorities of the State Council based on related laws and regulations.
According to Article 15 of Law of the People’s Republic of China on the State-Owned Assets of Enterprises, institutions that fulfill the responsibilities of investors are responsible to the People’s Government at the same level, report to the People’s Government at the same level how they fulfill the responsibilities of investors, accept the supervision and examination of the People’s Government at the same level, and is responsible to the preservation and appreciation of state-owned assets.
Therefore, as one of the departments of Fujian Provincial People’s Government, Fujian Provincial Department of Finance is under the leadership of Fujian Provincial People’s Government, and the guidance or leadership of national Ministry of Finance; on behalf of the People’s Government at the same level, Fujian Provincial Department of Finance fulfills the responsibilities of investors for state funded enterprises and is responsible to the People’s Government at the same level.
2. Fujian Provincial Department of Finance’s subscription has obtained approval of Fujian Provincial People’s Government
On May 29, 2016, Fujian Provincial Department of Finance’s subscription of this Private Offering of A Share has obtained approval of Fujian Provincial People’s Government.
2. Fujian Provincial Department of Finance’s subscription has obtained approval of China Banking Regulatory Commission
On October 24, 2016, China Banking Regulatory Commission issued Reply of China Banking Regulatory Commission on Private Offering of A Shares and Equity Change of Industrial Bank Co., Ltd. (Yin Jian Fu [2016] No.330), in which the bank is allowed to conduct Private Offering of 1,721,854,000 A Shares and also agreed that Fujian Provincial Department of Finance may subscribe 430,463,500 shares.
Through verification, lawyer of the issuer holds that Fujian Provincial Department of Finance’s subscription of Private Offering of the issuer has obtained approval of Fujian Provincial People’s Government and China Banking Regulatory Commission, and it needs approval of China Securities Regulatory Commission.
Through verification, the sponsor institution concedes that, on May 29, 2016, Fujian Provincial People’s Government has approved Fujian Provincial Department of Finance in participating in this Private Offering of the issuer; On October 24, 2016, China Banking Regulatory Commission has approved that Fujian Provincial Department of Finance subscribed 430,463,500 shares of the issuer. At present it needs approval of China Securities Regulatory Commission.
Ⅱ. General problems
Problem 3: the applicant should fulfill obligations of review procedures and information disclosure in accordance with Instructions on Relevant Matters of Diluted Spot Returns of Initial Offering and Re-financing and Major Assets Restructuring (CSRC Announcement [2015] No.31). The diluted spot returns, return supplement measures and the content of the promise should be specific and operational. We ask the sponsor institution to express verification opinion upon how the applicant implements the above stipulations.
Reply:
Ⅰ. The bank has legally fulfilled obligations of review procedures and information disclosure
On July 29, 2016, the bank held the 20th meeting of the 8th Board of Directors in which IB’s Proposal on Diluted Spot Returns of the Private Offering of A Shares and Supplement Measures was reviewed and approved; On July 30, 2016, the bank made announcement on the website of Shanghai Stock Exchange, China Securities Journal, Shanghai Securities News, Securities Times, Securities Daily about the resolution of the Board of Directors.
On August 15, 2016, the bank held the first extraordinary shareholders’ general meeting 2016 in which IB’s Proposal on Diluted Spot Returns of the Private Offering of A Shares and Supplement Measures was reviewed and approved; On August 16, 2016, the bank made announcement on the website of Shanghai Stock Exchange, China Securities Journal, Shanghai Securities News, Securities Times, Securities Daily about the resolution of the shareholders’ general meeting.
Ⅱ. The bank has measured the immediate earnings per share after this Offering was completed and warned the related risks of diluted immediate earnings per share
In the light of Instructions on Relevant Matters of Diluted Spot Returns of Initial Offering and Re-financing and Major Assets Restructuring (CSRC Announcement [2015] No.31) and Compilation Rules for Information Disclosure By Companies Issuing Securities through Public Offering No.9 --- Calculation and Disclosure of Return on Equity and Earnings per Share, the bank has measured and analyzed the immediate earnings per share after this Offering was completed, and revealed the results in relevant announcements including IB’s Proposal on Diluted Spot Returns of the Private Offering of A Shares and Supplement Measures, more specifically:
“Capital raised through this Private Offering is used to support future business development and supplement Tier 1 core capital of the Company based on relevant regulation requirements after the capital is in place.”
(I) Main assumptions
1. Assume that there are no major adverse changes in macroscopic economic environment, industrial development trend and operation condition of the Company in 2016.
2. In light of this Offering proposal, the Company plans to raise capital of no more than RMB 25,999,995,400 from Provincial Finance Department, China Tobacco, Fujian Tobacco, Guangdong Tobacco, Yango Holding and Fujian Investment Group through Private Offering; assume that 1,721,854,000 A Shares are issued in line with the upper limit.
3. Annual net profit of the Company for 2015 amounted to RMB 49.493 billion which was attributable to shareholders of parent company and excluded non-recurring profit and loss; compared with the growth in 2015, there are three forecasts for net profit of the Company for 2016 which is attributable to shareholders of parent company and excludes non-recurring profit and loss: (1) no growth; (2) growth rate is up to 5%; (3) growth rate is up to 10%. This assumption and analysis do not constitute the prediction of profit of the Company, based on which investors shall not make investment decisions, and the Company will not be responsible for the compensation if investors make investment decision based on such assumption and then suffer from losses.
4. Assume that related income influence is not taken into consideration after capital raised through the Private Offering is paid into the account.
5. Assume that the Offering will be completed on December 1, 2016; this date is only an estimated date and it shall be subject to actual date of completion after the Offering is approved by the regulatory authority.
(II) Change of earnings per share of the Company following the Offering
Based on the said assumptions, after this Offering is completed, comparison of influence on earnings per share of the Company for 2016 is as follows: 
	Item
	2015/
Thursday, December 31, 2015
	2016/
Saturday, December 31, 2016

	
	
	Before issuance
	After issuance

	Total capital of common stock (100,000,000 shares)
	190.52
	190.52
	207.74

	Total weighted average capital of common stock (100,000,000 shares)
	190.52
	190.52
	191.96

	Assumption 1: compared with 2015, there is no growth in net profit for 2016 which is attributable to shareholders of parent company and excludes non-recurring profit and loss

	Net profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	494.93
	494.93
	494.93

	Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	494.42
	483.46
	483.46

	Basic earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	2.60
	2.54
	2.52

	Diluted earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	2.60
	2.54
	2.52

	Assumption 2: compared with 2015, net profit for 2016 is increased by 5% which is attributable to shareholders of parent company and excludes non-recurring profit and loss

	Net profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	494.93
	519.68
	519.68

	Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	494.42
	508.21
	508.21

	Basic earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	2.60
	2.67
	2.65

	Diluted earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	2.60
	2.67
	2.65

	Assumption 3: compared with 2015, net profit for 2016 is increased by 10% which is attributable to shareholders of parent company and excludes non-recurring profit and loss

	Net profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	494.93
	544.42
	544.42

	Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	494.42
	532.95
	532.95

	Basic earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	2.60
	2.80
	2.78

	Diluted earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	2.60
	2.80
	2.78


Note:
1. Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss = profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss - dividend of preferred stock which is currently declared to be released; dividend of preferred stock for 2015 amounted to RMB 1.147 billion in total which was announced to be released in annual general meeting of 2015 convened on May 23, 2016;

2. Basic earnings per share and diluted earnings per share are calculated based on Compilation Rules for Information Disclosure by Companies Issuing Securities through Public Offering No.9 --- Calculation and Disclosure of Return on Equity and Earnings per Share.”

Meanwhile, the bank also warned the risks involving diluted spot shareholders' earnings of the Private Offering in related announcements, “after capital raised through the Private Offering is in place, total capital of common stock of the Company will rise. If raised capital fails to maintain current capital operation efficiency, basic earnings per share will fall to some extent which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company. It is hereby alerted that investors shall focus on risks of potential diluted spot shareholders’ earnings of the Private Offering.”
Ⅲ. The bank has formulated specific and feasible return supplement measures and promise
The bank has revealed specific and feasible return supplement measures in relevant announcements including IB’s Proposal on Diluted Spot Returns of the Private Offering of A Shares and Supplement Measures, more specifically:
“The Private Offering of A Shares is likely to cause spot returns of investors to be diluted. Considering the said situation, the Company will adopt several measures to improve the operation performance of the Company and increase the constant return capability of the Company, of which details are as follows:
(I) Operation and development trend of existing business sectors of the Company and main risks and improvement measures thereof
Facing harsh and complicated internal and external conditions, the Company takes the initiative to adapt to the new normal of economic and financial development, grasps the operation development and deepens reform and innovation transformation, because of which main business indicators are increasing and overall trend is stable and improving.
1. Deposit and loan scale is stably expanding, and profitability remains excellent
As of December 31, 2015, total assets of the Company reached RMB 5.29888 trillion, which was increased by RMB 892.481 billion or 20.25% compared with the beginning of the year; total loan amounted to RMB 1.779408 trillion, which was increased by RMB 186.26 billion or 11.69% compared with the beginning of the year; total deposit amounted to RMB 2.483923 trillion, which was increased by RMB 216.143 billion or 9.53% compared with the beginning of the year. Net profit of the Company for 2015 which was attributable to shareholders of parent company amounted to RMB 50.207 billion, increased by 6.51% year on year.
2. Strategic business is soaring, and unique business is securing its own advantages
(1) Enterprise finance business
As to investment bank, the Company constantly pushes innovative businesses such as acquisition and reorganization of enterprises, private placement, mixed ownership reform, enterprise asset securitization, municipal bond underwriting and PPP while speeding up the development of non-financial enterprise debt financing tool, enterprise bond, direct financing tool for wealth management and the like.
As to finance, the Company closely follows national development strategies such as "The Belt and Road" and free trade zone construction and accordingly four major businesses, such as multi-level financing, supply chain financing, cross-border finance and capital hedge appreciation of enterprises, come into being.
As to cash management, the Company corresponds to interest rate marketization and Internet finance trend, constantly diversifies capital management product lines, builds new ecology for Internet ecology and intensifies precision marketing and differentiated service capacity, and accordingly the number of clients is increasing strikingly and capital management and asset scale of clients are going through leaping development.
As to environment finance, the Company has developed it into its most unique differentiated operation business which covers various project types such as energy efficiency improvement, exploitation and utilization of new energy and renewable energy, carbon emission reduction, sewage treatment and water treatment, sulfur dioxide emission reduction and solid waste recycling.
As to small enterprise business, the Company sticks to the focus sinking strategy, and based on professional operation, constantly improves the professional level and meticulous management level of micro and small-scale financial services.
As to institution business, the Company focuses on finance, social insurance, utilities, health care, culture and education, implements the development strategy of "big infrastructure, big health & big culture" and constantly intensifies the industrial service capacity, which enables the number of institution clients to increase steadily.
(2) Retail finance business
In retail banking business, personal deposit and loan scale is increasingly expanding; in the meantime, efforts are made to the wealth business; the Company constantly adjusts the product structure and improves the income of agency and intermediate business while maintaining notable sales increase of wealth management products.
In credit card, the Company grasps the opportunity of soaring development of Internet finance and mobile payment, energetically pushes the business transformation and upgrade, and is devoted to providing a safer, more convenient and more individualized consumer finance service for wide credit card clients.
In private banking business, the Company focuses on "consultancy-driven" work, increasingly enhances the research and analysis ability and professional service capability of investment consultants through business innovation and risk management control, which enables high-end service system to be gradually perfect; establishment of overseas platform also effectively improves the market influence and scale merit.
(3) Financial market business
In trade business, the Company continues to keep the advantages, constantly expands trade clients such as banks, trust companies and accounting companies, and upgrades the scale of the third party depository and securities margin trading depository.
In capital business, the Company optimizes the asset structure of the Company by utilizing its business qualification and all-around investment channel advantages; at the same time, the Company actively expands the client agency business; it is one of most vigorous market makers for spot RMB and foreign exchange market, forward market, swap, option, interest rate swap and forward standard bond market.
In asset management, the Company is also uninterruptedly making innovation while maintaining high-speed growth of balance of wealth management products, and launched break-even stock-debt-mixed investment & wealth management products and a TRS overseas investment & wealth management product --- "Wan Hui Tong --- Kua Jing Tong" in succession.
In asset custody, the Company focuses on wealth management products of banks, custody of client asset management products of fund companies and securities investment funds, which enables asset custody scale to constantly expand and ensures that all business indicators are steadily improving and industrial leading status is relatively stable.
In futures finance, the Company develops into the designated depository bank for futures margin of China Financial Futures Exchange, Shanghai Futures Exchange, Dalian Commodity Exchange and Zhengzhou Commodity Exchange and its absorbed fund deposit balance of futures companies and exchanges is continuously increasing.
(4) Electronic Banking
The electronic banking of the Company is centering on the "market-related, dis-intermediated, networked and customized" trend of finance, and sets up direct marketing banks, Internet banks (e-bank, mobile bank, SMS bank & Wechat bank), remote bank (telephone bank 95561 & VIP line 4008895561) and other online channels which constitute an operation service loop with offline outlets and community banks. In the meantime, the Company launched Apple Pay and HCE Cloud Flash Pay in mobile payment field and propels the construction of several NFC modes such as Unionpay Business POS mode and wristband mode; in direct marketing bank, the Company keeps enriching the product configuration.
3. Main risks and improvement measures of the Company
Main risks faced by the Company mainly cover credit risk, market risk, liquidity risk, operation risk, compliance risk, information technology risk, reputation and country risk, etc. Under new economic normal, domestic economy growth speed is dropping, prices of industrial products are decreasing, entity profit is declining, financial revenue growth is shrinking, outstanding conflict and issue of increasing economic risk probability will still continue, credit risk, market risk (including exchange rate risk and interest rate risk) and liquidity risk confronted by commercial banks are likely to increase, and operation pressure is further reinforced. Meanwhile, under the framework of Basel III Accord and Capital Administration Measures for Commercial Banks (Trial) of CBRC, importance of prevention of other risks (including operation risk, compliance risk, information technology risk and reputation and country risk) is further stressed.
In order to respond to the said risks, the Company further perfects the risk management organization system and the supporting operation mechanism and redoubles the construction of "three defense lines" for bank-wide internal risk control in all respects through such measures as reinforcing the construction of risk management and control whole-process system, intensifying the construction of the review and supervision system and rationalizing the duty-power-benefit relation in the operation development. In the first defense line, the Company sets up professional due diligence centers for branches, and underlines the pre-loan truthfulness verification; professional business departments of branches set up special risk management teams and stress the risk management and control of professional businesses; it establishes and perfects the operation liability mechanism, process evaluation and the delayed system for risk fund and performance salary, and comprehensively strengthens the risk liability and awareness of risk of personnel at all levels of the first defense line. In the second defense line, the Company stresses the construction of the supervision and review system and puts the centralized management for internal risk control and professional operation for non-performing assets in place. In the third defense line, the Company further enlarges the audit coverage frequency and the coverage and intensifies the rectification and liability assumption of audited problems.
(II) Specific remedial measures for diluted spot returns of the Private Offering of A Shares of the Company
In order to guarantee the effective utilization of capital raised through the Offering, promote the healthy and good development of businesses of the Company, fully protect the interests of shareholders of the Company, especially medium and small-scale shareholders, strengthen the sustainable development ability of the Company, improve the business scale and management performance of the Company, reduce the risk where spot returns will be diluted and provide guarantee for returns of values of medium and long-term shareholders, the Company will take the following steps:
1. Stress capital planning management and keep sufficient and stable capital
the Company will carefully implement and put in place national macro-control policies and regulatory requirements, make dynamic adjustment to the capital planning without delay based on domestic and overseas economic and financial conditions and business development and internal management of the Company, supplement Tier 1 capital and Tier 2 capital in due time by means of endogenous and exogenous methods, improve the capital strength of the Company and ensure the capital level is able to match with future business development and risk condition. At first, the Company considers improving the capital adequacy ratio by self-capital supply, mainly including: improve the asset-liability management, optimize the asset structure, reinforce the weighted risk asset management and control, effectively grasp the rhythm of risk asset growth and actively increase the return on capital; constantly enhance the profitability and continue to maintain the steady profit increase of the Company. Where endogenous capital supplement is unable to meet the capital need, the Company will adopt appropriate external financing channels to supplement the capital, specifically including such Tier 1 capital and Tier 2 capital as common stock, preferred stock and secondary capital bonds, ensure the capital adequacy ratio remains at an appropriate level and has relatively high capital quality and improve the comprehensive competitiveness of the Company.
2. Improve the capital utilization efficiency, and reasonably deploy resources
the Company will actively conduct the intensive capital management, constantly perfect and optimize the risk-weighted asset limit allocation and control management mechanism, rely on return on risk-weighted asset, give overall consideration to risk-weighted asset scales of all outlets and business lines, give priority to develop the business with relatively high comprehensive return and relatively low occupation which conforms to national policy guidance and development strategies of the Company, reasonably seize the relationship among on-balance sheet items, off-balance sheet activities, client agency and self-operated business and development rhythms thereof, impel the optimal capital configuration and further improve the endogenous capability of capital.
3. Keep pushing the business line reform, and expand diversified profit channels
the Company will keep starting from the following measures, stick to the marketized, comprehensive and internationalized direction, underline steadiness, innovation, linkage and refinement and the system & mechanism reform, maintain the sustainable development with high speed, quality and effectiveness and realize the leaping development of the Company: (1) adhere to unique operation positioning, depend on the development trend of the banking industry and the reality of the Company, continue to boost the professional reform of two major business lines (enterprise finance and financial market) and the deeper reform of retail finance and propel the continuous growth of capital scale and steady improvement of profitability. Based on operation goals for 2016 disclosed in 2015 Annual Report, efforts will be made to realize that, by the end of 2016, total assets of the Company will reach about RMB 5.7586 trillion, client deposit will increase to around RMB 250 billion and loan balance will rise to about RMB 220 billion; by the end of 2016, net profit which is attributable to shareholders of parent company will welcome a 2% increase year on year. (2) further push the collectivized management, persist in bringing the multi-license operation advantage into play, continue to reinforce the collaborative linkage among lines, institutions and sectors, further improve the multi-market operation and comprehensive service ability, build a core business group of the Group and push the further formation of diversified "big investment bank, big capital management and big wealth" business layout. (3) promote the supporting reform for risk management system and improve the professional operation ability and meticulous management. From the perspective of the whole Group, make overall plan and propel the construction of meticulous management tools such as internal transfer pricing, management accounting, resources and interest allocation and assessment and evaluation management, and provide strong basic means support for internal business linkage; enrich the digital and intelligent construction of operation management, play the role of technology in boosting and even driving and leading the business development and constantly enhance the digital and intelligent level of business operation.”
In light of Instructions on Relevant Matters of Diluted Spot Returns of Initial Offering and Re-financing and Major Assets Restructuring, directors and senior management has made promises concerning supplement measures to diluted spot returns of the Private Offering of A Shares:
“(I) Promise not to freely or unfairly export interests to other units or individual, or adopt other measures to impair the interests of the Company.
(II) Promise to restrict the job-related consumption on the part of directors and senior management.
(III) Promise not to use assets of the Company to carry out investment or consumption activities irrelevant to duty performance thereof.
(IV) Promise that the remuneration system stipulated by Board of Directors or Remuneration Assessment Committee matches with the implementation of return supplement measures of the Company.
(V) Promise that right conditions for equity incentive of the Company proposed to be released match with the implementation of return supplement measures of the Company if the Company implements the equity incentive.”
Ⅳ. Opinion on verification of the sponsor institution
Through verification, the sponsor institution concedes that, based on Opinions of General Office of the State Council on Further Strengthening the Protection of Lawful Rights and Interests of Medium and Small-scale Investors in the Capital Market (Guo Fa Ban [2013] No.110) and Instructions on Relevant Matters of Diluted Spot Returns of Initial Offering and Re-financing and Major Assets Restructuring (CSRC Announcement [2015] No.31), the issuer has analyzed and revealed the trend of earnings per share of the year in which capital raised through the Private Offering is in place compared with that of last year; considering that the Private Offering of A Shares is likely to cause spot returns of common shareholders to be diluted, the issuer analyzed the trend of the immediate earnings per share after this offering was completed; the issuer analyzed the necessity and rationality of this Private Offering; revealed the relationship between the capital raising investment project and existing businesses of the issuer as well as reserve in personnel, technology, market and the like of the issuer involved in such investment project; measures related to return supplement were made and revealed based on features of operation; directors and senior management of the issuer made promises that the issuer fulfills spot return supplement measures. The above matters have been reviewed and approved at the 20th meeting of the 8th Board of Directors and the first extraordinary shareholders’ general meeting 2016 of the issuer.
Through verification, the sponsor institution concedes that, the issuer has fulfilled obligations of review procedures and information disclosure in accordance with Instructions on Relevant Matters of Diluted Spot Returns of Initial Offering and Re-financing and Major Assets Restructuring (CSRC Announcement [2015] No.31), and return supplement measures and the content of the promise are specific and operational.
Problem 4: please reveal measures and punishments taken or inflicted by securities regulatory bodies and exchanges, and related rectification measures; the sponsor institution should verify related matters and rectification measures, and express opinion on the result.
Reply:
The bank rigorously followed the laws and regulations of securities regulatory bodies and exchanges, so neither measures nor punishments were taken or inflicted by securities regulatory bodies and exchanges upon the bank in the past five years.
In the past five years, the bank has continued to improve the management of the Company, optimized governance structure, enhanced internal control and management, strengthened mechanism of information disclosure and actively maintained good relation with investors. More detailed measures and effect are as follows:
Ⅰ. Improve the management of the Company and optimize governance structure
The bank continued to improve the management of the Company, set a business philosophy of sustainable development, created favorable atmosphere of scientific and democratic decision making, and formed unblocked transmission mechanism of corporate governance; the corporate governance structure co-created by shareholders’ general meeting, the Board of Directors, the Board of Supervisors and senior management run smoothly, and all governors conducted discussions in line with regulations and had specific, balanced and effective responsibilities respectively. The bank continued to strengthen the Board of Directors’ function of decision making and the Board of Supervisors’ function of supervision, organized shareholders’ general meeting, and meetings of the Board of Directors and the Board of Supervisors, and effectively gave full play to functions of decision making and supervision in terms of five-year plan, annual plan, risk control, responsibility investigation as well as comprehensive operation layout respectively. In order to further strengthen their ability in fulfilling their functions, the bank organized related members to participate in regulatory discussion, environmental finance, five-year plan, asset quality research and exchange activities of investors, carried out audit and survey on internal control and management and special asset management, so as to increase their understanding of operation and management of the Company.
Ⅱ. Strengthen internal control mechanism
The bank earnestly implemented all economic and financial guidelines and policies, persisted in basic guideline of “stabilize the development, guarantee the security, drive the transformation”, fully strengthened risk compliance and internal control as well as operation support and guarantee system, and further enhance internal control and management. The bank attached great importance to the development of internal control, continued to strengthen and optimize internal control mechanism centering upon internal environment, risk assessment, control activities, information and communication as well as internal supervision, made the implementation of internal control system in line with regulations, strengthened internal examination and supervision, adopted more detailed and perfect internal control measures and means of management, further enhanced the ability to prevent all types of risks, improve the ability of internal control and management, so as to safeguard the sustainable and healthy development of the Company.
Ⅲ. Strengthen information disclosure mechanism and actively implement information disclosure in line with regulations
The bank persisted in the philosophy of legitimate and adequate disclosure, continued to earnestly implement information disclosure and constantly enhanced the quality of information disclosure. The bank constantly strengthened information disclosure system, continued to optimize procedures of internal information disclosure management, formulated and perfect Administrative Measures on Information Disclosure and Management System of Information Disclosure in accordance with regulations of CSRC and stock exchange, made detailed stipulation of procedures involving information disclosure, created all-round and effective system for information disclosure, and ensured that the Board of Directors timely gets to know and disclose important information to investors. The bank also explored legal information disclosure toward investors. When regular reports and all types of temporary announcements were compiled, based on legal format and content, the bank actively enriched what to disclose, enhanced the quality of information disclosed, and offered accurate and substantial information that is easy to understand and read.
Ⅳ. Implement the concept of responsibility and actively maintain good relation with investors
The bank always emphasized management of relation with investors, followed the philosophy of “smooth communication and accurate conveyance”, remained responsible to all investors and other stakeholders, established relations with investors through diversified and innovative approaches, and actively spread the Company’s core growth value. The bank regularly organized various types of on-spot meetings such as performance conference, analysts’ meeting, investors’ meeting roadshow as well as reverse roadshow, carried out activities targeted at relations with investors based on certain events and requirements, paid irregular visits to important institutions and analysts, and spread the investment value of the Company in an active and objective way. Meanwhile, optimize functions of information feedback on relations with investors, perfect internal information feedback mechanism, and build a bridge between management staff and investors.
Through verification, the sponsor institution concedes that, in the past five years, the issuer rigorously followed the laws and regulations of securities regulatory bodies and exchanges, so neither measures nor punishments were taken or inflicted by securities regulatory bodies and exchanges upon the bank.

(This page has no text and is for the seal of Reply on Feedback to IB’s Applicant Files of Private Offering of Industrial Bank Co., Ltd.)
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	
	
	


Industrial Bank Co., Ltd.
    MM/DD/YY
(This page has no text and is for the signature and seal of Reply on Feedback to IB’s Applicant Files of Private Offering of Huatai United Securities Co., Ltd.)
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Sponsor:
	
	
	
	
	

	
	
	Zhou Jiwei
	
	Chen Shi
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	
	
	


Huatai United Securities Co., Ltd.
    MM/DD/YY
PAGE  
29

