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ANNOUNCEMENT

Resolutions of the Board of Directors

Bank of China Limited (“Bank of China” or the “Bank”) held the 2018 thirteenth meeting of the 
Board of Directors (the “Board”) and the meeting was held as an on-site meeting on 29 October 2018 
in Beijing. The meeting notice was sent to all Directors and Supervisors of the Bank on 15 October 
2018 by means of written documents and emails. 11 Directors were eligible to attend the meeting 
and 11 Directors attended the meeting in person. Non-voting attendees to the meeting included 
members of the Board of Supervisors and the Senior Management. The convening of the meeting is in 
compliance with applicable laws, administration regulations, bylaws, normative documents, including 
the Company Law of the People’s Republic of China, and the Articles of Association of Bank of China 
Limited. Chairman Mr. Chen Siqing chaired the meeting. The following proposals were considered 
and approved by open ballot by the Directors who attended the meeting:

I. 2018 Third Quarter Reports of Bank of China

For: 11 Against: 0 Abstain: 0

For details, please refer to the 2018 Third Quarter Reports of the Bank published on the websites 
of the Hong Kong Exchanges and Clearing Limited (www.hkexnews.hk) and the Bank (www.boc.
cn) on the same day.

II. General Mandate to Issue New Shares of the Bank

For: 11 Against: 0 Abstain: 0

The content of the General Mandate to Issue New Shares of the Bank is disclosed in Appendix I 
to this Announcement.
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This proposal is still subject to consideration and approval at the shareholders’ meeting of the 
Bank by way of a special resolution (where the Bank’s ordinary shareholders and preference 
shareholders vote as separate classes of shares).

III. Non-public Issuance Plan of Domestic Preference Shares of the Bank

For: 11 Against: 0 Abstain: 0

Independent Non-executive Directors commented on this proposal as follows: Agree. For details 
of the Opinions of Independent Directors of Bank of China Limited Regarding the Issuance 
of Preference Shares, please refer to the websites of the Hong Kong Exchanges and Clearing 
Limited (www.hkexnews.hk) and the Bank (www.boc.cn).

For the purpose of further enhancing the Bank’s overall competitiveness and strengthening its 
sustainable development capabilities, the Bank plans to implement a non-public issuance of 
Preference Shares in the domestic market under the General Mandate. The Bank believes, after 
internal examination, that it has met the relevant conditions for non-public issuance of Preference 
Shares pursuant to the relevant provisions of laws, regulations and normative documents, 
including the Company Law of the People’s Republic of China, the Securities Law of the People’s 
Republic of China, the Guiding Opinions of the State Council on Launching the Pilot Program of 
Preferred Shares, the Measures for the Administration of the Pilot Program of Preferred Shares, 
the Capital Rules for Commercial Banks (Provisional), and the Guidelines on Commercial Banks’ 
Replenishment of Tier 1 Capital through Issuance of Preferred Shares.

The content of the Non-public Issuance Plan of Domestic Preference Shares of the Bank is 
disclosed in Appendix II to this Announcement. Meanwhile, the Board authorised the Chairman 
(the Chairman may delegate such authority) to make necessary amendments to the Non-Public 
Issuance Plan of the Domestic Preference Shares proposed to the shareholders’ meeting according 
to the opinions and suggestions from relevant regulatory authorities before the issue of the notice 
of the shareholders’ meeting regarding the Non-Public Issuance Plan of Domestic Preference 
Shares.

The Plan of the Domestic Issuance of Preference Shares by Bank of China Limited will be 
published separately. For details, please refer to the websites of the Hong Kong Exchanges and 
Clearing Limited (www.hkexnews.hk) and the Bank (www.boc.cn).

This proposal is still subject to consideration and approval at the shareholders’ meeting of 
the Bank by way of a special resolution on an item-by-item basis (where the Bank’s ordinary 
shareholders and preference shareholders vote as separate classes of shares), and may not be 
implemented until it is approved by the China Banking and Insurance Regulatory Commission 
(the “CBIRC”) and the China Securities Regulatory Commission (the “CSRC”).
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IV. Non-public Issuance Plan of Offshore Preference Shares of the Bank

For: 11 Against: 0 Abstain: 0

Independent Non-executive Directors commented on this proposal as follows: Agree. For details 
of the Opinions of Independent Directors of Bank of China Limited Regarding the Issuance 
of Preference Shares, please refer to the websites of the Hong Kong Exchanges and Clearing 
Limited (www.hkexnews.hk) and the Bank (www.boc.cn).

For the purpose of further enhancing the Bank’s overall competitiveness and strengthening its 
sustainable development capabilities, the Bank plans to implement a non-public issuance of 
Preference Shares in the offshore market under the General Mandate. The Bank believes, after 
internal examination, that it has met the relevant conditions for non-public issuance of Preference 
Shares pursuant to the relevant provisions of laws, regulations and normative documents, 
including the Company Law of the People’s Republic of China, the Securities Law of the People’s 
Republic of China, the Guiding Opinions of the State Council on Launching the Pilot Program of 
Preferred Shares, the Measures for the Administration of the Pilot Program of Preferred Shares, 
the Capital Rules for Commercial Banks (Provisional), the Guidelines on Commercial Banks’ 
Replenishment of Tier 1 Capital through Issuance of Preferred Shares and the Rules Governing 
the Listing of Securities on The Stock Exchange of Hong Kong Limited.

The content of the Non-public Issuance Plan of Offshore Preference Shares of the Bank is 
disclosed in Appendix III to this Announcement. Meanwhile, the Board authorised the Chairman 
(the Chairman may delegate such authority) to make necessary amendments to the Non-Public 
Issuance Plan of the Offshore Preference Shares proposed to the shareholders’ meeting according 
to the opinions and suggestions from relevant regulatory authorities before the issue of the notice 
of the shareholders’ meeting regarding the Non-Public Issuance Plan of Offshore Preference 
Shares.

This proposal is still subject to consideration and approval at the shareholders’ meeting of 
the Bank by way of a special resolution on an item-by-item basis (where the Bank’s ordinary 
shareholders and preference shareholders vote as separate classes of shares), and may not be 
implemented until it is approved by CBIRC and CSRC.

V. Impact on Dilution of Current Returns and Remedial Measures upon 
the Issuance of Preference Shares of the Bank

For: 11 Against: 0 Abstain: 0

The content of the Impact on Dilution of Current Returns and Remedial Measures upon the 
Issuance of Preference Shares of the Bank is disclosed in Appendix IV to this Announcement. 
Meanwhile, it is proposed to the shareholders’ meeting to authorise the Board, and approve the 
Board to delegate authority to the Chairman or the President of the Bank, to make necessary 
amendments and supplements to the remedial measures according to the requirements from 
relevant regulatory authorities.
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This proposal is still subject to consideration and approval at the shareholders’ meeting of the 
Bank by way of an ordinary resolution.

VI. Formulating the Shareholder Return Plan for 2018 to 2020 of Bank of 
China Limited

For: 11 Against: 0 Abstain: 0

Independent Non-executive Directors commented on this proposal as follows: Agree.

The content of the Shareholder Return Plan for 2018 to 2020 of Bank of China Limited is 
disclosed in Appendix V to this Announcement.

This proposal is still subject to consideration and approval at the shareholders’ meeting of the 
Bank by way of an ordinary resolution.

VII. Engagement and Fee of Accountant for 2019

For: 11 Against: 0 Abstain: 0

Independent Non-executive Directors commented on this proposal as follows: Agree.

To approve the proposal on the engagement of Ernst & Young Hua Ming LLP as the Bank’s 
domestic auditor and external auditor on internal control for 2019 for the provision of auditing 
services on the Bank’s financial statements in accordance with Chinese Accounting Standards as 
well as internal control auditing services, and the engagement of Ernst & Young as the Bank’s 
international auditor for 2019 for the provision of auditing services on the Bank’s financial 
statements in accordance with International Financial Reporting Standards, with an aggregate fee 
of RMB143.13 million for 2019 which includes the financial statement audit fee of RMB129.13 
million and the internal control audit fee of RMB14 million.

This proposal is still subject to consideration and approval at the 2018 Annual General Meeting of 
the Bank.

VIII. Convening of the 2019 First Extraordinary General Meeting

For: 11 Against: 0 Abstain: 0

The notice and meeting materials for the 2019 first Extraordinary General Meeting of the Bank 
will be announced in due course.
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The Board of Directors of
Bank of China Limited

Beijing, PRC
29 October 2018

As at the date of this announcement, the directors of the Bank are: Chen Siqing, Liu Liange, Zhao Jie*, Li Jucai*,  
Xiao Lihong*, Wang Xiaoya*, Liao Qiang*, Lu Zhengfei#, Leung Cheuk Yan#, Wang Changyun# and Angela Chao#.

* Non-executive Directors
# Independent Non-executive Directors
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Appendix I

GENERAL MANDATE TO ISSUE NEW SHARES OF THE BANK

In order to satisfy the capital requirements of the Bank so as to ensure the continued development 
of its business, to flexibly and effectively utilize the Hong Kong and Shanghai capital fund raising 
platforms, after consideration of the actual conditions of the capital markets and in accordance 
with the relevant laws and regulations in the PRC, the listing rules of the places where the Bank’s 
securities are listed and the Articles of Association, it is proposed that, the shareholders’ general 
meeting approve of the general mandate to issue new shares. After Shareholders’ approval at the 
general meeting, the Board being authorized, and being approved to delegate the authority to the 
Chairman, the President of the Bank and other persons authorized by the chairman separately, in 
the form and on the terms of the General Mandate, to allot, issue and/or deal in additional A Shares 
and/or H Shares (including those additional A Shares and/or H Shares converted from Preference 
Shares with provisions for conversion) and/or Preference Shares, and to make, grant or enter into 
offers, agreements, options, conversion rights or other rights (including, but not limited to, rights 
to recover voting rights) for such A Shares, H Shares and/or Preference Shares. The shares to be so 
allotted, issued or dealt in (to be calculated in accordance with paragraph 1(ii) below) shall be up to a 
maximum of 20% of the aggregate number of each of the existing A Shares and/or H Shares as at the 
date on which the General Mandate is approved by the Shareholders.

The special resolution in respect of the General Mandate is as follows:

1. Subject to the conditions in paragraphs (i), (ii) and (iii) below, the Board be and is hereby 
unconditionally authorized, and be approved to delegate the authority to the Chairman, the 
President of the Bank and other persons authorized by the chairman separately, to exercise, 
during the Relevant Period (as defined below), all powers of the Bank to allot, issue and/or deal 
in separately or concurrently additional A Shares and/or H Shares (including those additional A 
Shares and/or H Shares converted from Preference Shares with provisions for conversion) and/or 
Preference Shares and to make, grant or enter into offers, agreements, options, conversion rights 
or other rights (including rights to recover voting rights) for such A Shares, H Shares and/or 
Preference Shares:

(i) such approval shall not extend beyond the Relevant Period save that the Board be and 
is hereby authorized, during the Relevant Period, to make, grant or enter into offers, 
agreements, options, conversion rights or other rights (including, but not limited to, the rights 
to recover voting rights) for such A Shares, H Shares and/or Preference Shares, which require 
or may require the exercise of such powers after the end of the Relevant Period;

(ii) the number of (a) A Shares and/or H Shares, and/or (b) Preference Shares (based on the A 
Shares and/or H Shares to be fully converted from Preference Shares at the initial compulsory 
conversion price, or the equivalent number of A Shares and/or H Shares which would 
result from the simulated conversion of the recovered voting rights of Preference Shares 
at the initial simulated conversion price), to be allotted, issued and/or dealt in or agreed 
conditionally or unconditionally to be allotted, issued and/or dealt in by the Board shall not 
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exceed 20% of the aggregate number of each of the existing A Shares and/or H Shares as at 
the date of the passing of this special resolution; and

(iii) the Board shall only exercise its powers given to it by this special resolution in accordance 
with the Company Law of the PRC and the listing rules of the places where the Bank’s 
securities are listed (as amended from time to time) and applicable laws, rules and regulations 
of governmental or regulatory bodies and only if all necessary approvals from the CSRC and 
other relevant PRC governmental authorities are obtained.

2. For the purpose of this special resolution, “Relevant Period” means the period from the date of 
passing of this special resolution until the earliest of:

(i) the conclusion of the next annual general meeting of the Bank following the passing of this 
special resolution;

(ii) the expiration of the 12-month period following the passing of this special resolution; and

(iii) the date on which the authority granted to the Board set out in this special resolution is 
revoked or varied by a special resolution of the Shareholders in a Shareholders’ meeting

3. Based on the actual conditions such as the method, class and number of shares issued and 
the Bank’s capital structure after such issuance, the Board shall be authorized to delegate the 
authority to the Chairman, the President of the Bank and other persons authorized by the chairman 
separately to make, at the appropriate time, such amendments to the Articles of Association 
as appropriate and necessary to reflect the new capital structure and the registered capital (if 
applicable) of the Bank, and to take any other action and complete any formality required 
(including but not limited to the obtaining of approvals from the relevant regulatory authorities 
and the handling of industrial and commercial registration and filing procedures) to give effect to 
the issuance of shares pursuant to this special resolution.
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Appendix II

NON-PUBLIC ISSUANCE PLAN OF 
DOMESTIC PREFERENCE SHARES OF THE BANK

1. Type of securities to be issued and issue size

The aggregate number of the Domestic and Offshore Preference Shares will not exceed 1.2 billion 
and the aggregate amount of the Domestic and Offshore Preference Shares to be issued will not 
exceed the equivalent of RMB120 billion, among which the Domestic Preference Shares will 
not exceed 1 billion and the amount of the Domestic Preference Shares will not exceed RMB100 
billion. The actual size of the issuance is proposed to be determined by the board of directors (the 
“Board”) within the above scope, subject to the authorization at a shareholders’ general meeting 
(which authorization can be further delegated).

2. Par value and issue price

The Domestic Preference Shares will have a par value of RMB100 per share and will be issued at 
par.

3. Term

The Domestic Preference Shares will have no maturity.

4. Method of issuance

Upon approval by regulatory authorities such as CBIRC and CSRC, the Domestic Preference 
Shares will be issued by non-public issuance either in a single or multiple series in accordance 
with relevant regulatory guidelines.

5. Target investors

Each issuance of Domestic Preference Shares will be offered to not more than 200 qualified 
investors who have met the qualification requirements under the laws and regulations including 
the Measures for the Administration of the Pilot Program of Preferred Shares and the Measures 
for the Suitability Management of Securities and Futures Investors, and the Preference Shares 
with the same terms will be offered to not more than 200 investors in aggregate. The investors are 
proposed to be determined by the Board in accordance with the relevant regulations of the CSRC 
and listing rules in the domestic market, subject to the authorization at the shareholders’ general 
meeting (which authorization can be further delegated). All the investors shall subscribe for the 
Domestic Preference Shares in cash.

6. Lock-up period

There will be no lock-up period for the Domestic Preference Shares.
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7. Terms of dividend distribution

(1) Principles for the determination of the dividend rate

The dividend rate for the Domestic Preference Shares may be adjusted at different intervals. 
This means the dividend rate may either remain unchanged for the term of the Domestic 
Preference Shares, or there will be dividend adjustment periods and the dividend rate will be 
fixed for a certain period after the issuance of the Domestic Preference Shares and will be 
readjusted once after each specified period thereafter (such dividend rate will be determined 
based on the sum of the benchmark rate and the fixed spread. The fixed spread will be equal 
to the spread between the dividend rate for the Domestic Preference Shares at the time 
of issuance and the benchmark rate, which will remain unchanged during the term of the 
Domestic Preference Shares).

The dividend rate for the Domestic Preference Shares at the time of issuance will be 
determined by the Bank based on price inquiry in the market or in other manners acceptable 
to the regulatory authorities. The actual dividend rate shall be determined by the Board with 
reference to factors including the State’s policies, market conditions, the actual circumstances 
of the Bank and investor appetite, subject to the authorization at the shareholders’ general 
meeting (which authorization can be further delegated). The dividend rate for the Domestic 
Preference Shares shall not be higher than the average return on weighted average equity of 
the Bank for the last two financial years1 prior to the issuance.

(2) Conditions for dividend distribution

i. If the Bank has distributable after-tax profit2 after recovering losses and making 
allocations to its statutory common reserve fund and general reserve in accordance 
with laws, the Bank may distribute dividends to the holders of the Domestic Preference 
Shareholders, provided the capital adequacy ratio of the Bank meets the requirements of 
the regulatory rules. The Domestic Preference Shares issued by the Bank rank pari passu 
with the Offshore Preference Shares in terms of dividend distribution, both of which rank 
ahead of ordinary shareholders. Distribution of dividends to the Domestic Preference 
Shareholders will not be affected by the rating of the Bank and will not be adjusted as a 
result of any change to such rating.

ii. In all circumstances, the Bank shall have the right to partially or entirely cancel dividend 
payments to the Domestic Preference Shareholders after being reviewed and approved 
by the shareholders’ general meeting, and shall not be deemed a default. The Bank, at 
its discretion, may use any dividends cancelled to repay other debts that are due. The 
cancellation of the current Domestic Preference Share dividend shall not constitute 
any other restrictions on the Bank except for the dividend distribution restrictions on 

1. As determined in accordance with the Rules for Preparation of Information Disclosure by Companies Offering 
Securities to the Public No.9 — Calculation and Disclosure of Return on Equity and Earnings Per Share (as amended 
in 2010), and calculated based on the return attributable to the holders of Ordinary Shares of the Bank.

2. i.e. the undistributed profit as shown in the financial statements of the parent company prepared in accordance with 
Chinese Accounting Standards or International Financial Reporting Standards, whichever amount is lower.
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ordinary shares. The Bank will fully consider the rights and interests of the Domestic 
Preference Shareholders in this issuance when exercising the above-mentioned rights.

(3) Method of dividend payment

Dividends for the Domestic Preference Shares will be payable in cash calculated based on the 
aggregate par value of the relevant series of the Domestic Preference Shares that have been 
issued by the Bank and outstanding. Dividends for the Domestic Preference Shares shall be 
paid on an annual basis and will accrue from the payment due date of the relevant series of 
Domestic Preference Shares. Taxes payable on the holders of the Domestic Preference Shares 
for receiving such dividends shall be borne by such Domestic Preference Shareholders in 
accordance with relevant laws and regulations.

(4) Dividend stopper

If the Bank cancels all or part of the dividends to the Domestic Preference Shareholders, the 
Bank shall not make any dividend distribution to the holders of Ordinary Shares before the 
Bank declares to pay the dividends for the current dividend period to the Domestic Preference 
Shareholders in full.

(5) Method of dividend accumulation

The dividends on the Domestic Preference Shares are non-cumulative, that is, the difference 
between the dividends actually paid to the holders of the Preference Shares and the dividends 
which should have been paid will not be carried forward to the following year.

(6) Distribution of remaining profits

The Domestic Preference Shareholders are entitled to receive dividends at the prescribed 
dividend rate, but are not entitled to any distribution of residual profits of the Bank together 
with the Ordinary Shareholders.

8. Terms of compulsory conversion

(1) Trigger events for compulsory conversion

i. Upon the occurrence of any Additional Tier-1 Capital Instrument Trigger Event, that is, 
the core tier-1 CAR drops to 5.125% or below, the Domestic Preference Shares shall 
be wholly or partly converted into A Shares so as to restore the Bank’s core tier-1 CAR 
above the trigger point.

ii. Upon the occurrence of any Tier-2 Capital Instrument Trigger Event, all of the Domestic 
Preference Shares shall be converted into A Shares. “Tier-2 Capital Instrument Trigger 
Event” means either of the following circumstances (whichever is earlier): (1) the 
CBIRC having concluded that a conversion or write-off is necessary without which the 
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Bank would become non-viable; or (2) the relevant authorities having concluded that a 
public sector injection of capital or equivalent support is necessary without which the 
Bank would become non-viable.

(2) Compulsory conversion price

The initial compulsory conversion price of the Domestic Preference Shares shall be 
the average trading prices of A Shares of the Bank in the 20 trading days prior to the 
announcement date of the Board resolution on the Domestic Preference Shares issuance.

The average trading price of the A shares of the Bank for the 20 preceding trading days = 
total trading amount of A shares of the Bank for such 20 preceding trading days/total trading 
volume of A shares for such 20 trading days.

After the issuance of Domestic Preference Shares, in the event of any distribution of 
bonus shares, recapitalization, issuance of new shares at a price lower than the market 
price (excluding any increase of share capital due to conversion of financing instruments 
convertible to ordinary shares issued by the Bank (e.g., preference share, convertible bond 
etc.)),or rights issue for A Shares, the compulsory conversion price shall be subject to 
cumulative adjustments in the same order of the occurrence of such events. The distribution 
of cash dividends to the Ordinary Shareholders will not result in any adjustment to the 
compulsory conversion price. The compulsory conversion price will be adjusted based on the 
following:

In the event of any distribution of bonus shares or recapitalization: P1 = P0 × N/(N + n);

In the event of any new issuance of A Shares at a price lower than the market price or rights 
issue for A Shares: P1 = P0 × (N + k)/(N + n), k = n × A/M;

Where, “P0” means the compulsory conversion price effective immediately preceding such 
adjustment; “N” means the total number of Ordinary Shares before such distribution of 
bonus shares, recapitalization, issuance of new shares or rights issuance of A Shares; “n” 
means the number of new A Shares distributed as bonus shares, capitalized, issued as new 
shares or subject to a rights issue; “A” means the price of the new A Shares issued under 
such new issuance or rights issue; “M” means the closing price of A Shares on the trading 
date immediately preceding the date of announcement of issuance or rights issuance of new 
A Shares (i.e. announcement containing the effective and irrevocable terms of issuance 
or placement of new Ordinary Shares); and “P1” means the compulsory conversion price 
effective immediately after such adjustment.

In the event that the rights and benefits of the Domestic Preference Shareholders may be 
affected by the change in the share class, number of shares and, or shareholders’ interests 
of the Bank due to share repurchase, or merger or division of the Bank or any other 
circumstances, the Bank will adjust the compulsory conversion price based on the actual 
circumstances and in accordance with the principles of fairness, justice, equity and full 
protection and balance of the interests of the Preference Shareholders and the Ordinary 
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Shareholders. The contents and the mechanism relating to the adjustment of the compulsory 
conversion price will be formulated in accordance with applicable PRC laws and regulations.

(3) Principles for determining the ratio and number for compulsory conversion

Upon the compulsory conversion of the Domestic Preference Shares, the formula for determining 
the number of shares to be converted shall be: Q = V/P.

In the above formula: “Q” denotes the number of A shares that shall be converted from the 
Domestic Preference Shares held by each Domestic Preference Shareholder; “V” denotes the total 
par value of the Preference Shares to be converted under the compulsory conversion; and “P” 
denotes the effective compulsory conversion price for the Domestic Preference Shares.

Any fractional share less than one ordinary share resulting from the compulsory conversion of 
the Domestic Preference Shares shall be handled by the Bank according to relevant regulations. If 
partly converted, the Domestic Preference Shares shall be converted into A Shares on a pro rata 
basis.

(4) Compulsory conversion period

The period for compulsory conversion of the Domestic Preference Shares commences on the first 
trading day immediately following the completion date of the issuance of the Domestic Preference 
Shares and ends on the date of redemption or conversion of all the Domestic Preference Shares.

(5) Attribution of dividends of ordinary shares in the year of compulsory conversion

The new A shares to be issued as a result of the compulsory conversion of the Domestic 
Preference Shares will rank pari passu with the existing issued A shares, and all Ordinary 
Shareholders (including the holders of the A Shares resulting from the compulsory conversion of 
the Domestic Preference Shares) whose names appear on the register of members of the Bank on 
the record date for dividend entitlement shall be entitled to receive the dividend for the current 
dividend period and have equal rights and interests.

9. Terms of conditional redemption

(1) Holder of the redemption right

The Bank shall have the right to redeem the Domestic Preference Shares subject to obtaining 
the approval of the CBIRC. Holders of the Domestic Preference Shares have no right to 
request the Bank to redeem the Domestic Preference Shares.

(2) Redemption conditions and period

The Domestic Preference Shares have no maturity date. Pursuant to relevant regulations of 
the CBIRC, the Bank has no plan to exercise the right to redeem the Domestic Preference 
Shares. Therefore, the investors shall not have the expectation that the Bank will exercise the 
right to redeem the Domestic Preference Shares.
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However, subject to the approval of the CBIRC, the Bank shall have the right to redeem 
all or part of the Domestic Preference Shares after expiry of five years after the date of 
issuance. The redemption term of the Domestic Preference Shares starts from the fifth 
anniversary of the date of issuance of the Domestic Preference Shares and ends on the date 
when all of the Domestic Preference Shares are redeemed or converted. The Shareholders’ 
meeting is requested to authorize the Board of Directors (whose authorization can be further 
delegated) to decide on any redemption during the redemption term in accordance with 
market conditions and other factors, and handle, with full authority, all the matters relating to 
redemption in accordance with any approval of the CBIRC.

The Bank’s exercise of its redemption rights shall be subject to the following conditions: 
(1) the Bank plans to use or has capital instruments of equal or higher quality to replace the 
redeemed Domestic Preference Shares and such replacement shall only be made when the 
Bank has a sustainable income generating capacity; or (2) the Bank’s regulatory capital after 
such redemption will remain substantially higher than the regulatory capital requirements 
prescribed by the CBIRC.

(3) Redemption price and principles for pricing

The redemption price of the Domestic Preference Shares will be an amount equal to the par 
value plus the amount of dividend declared but unpaid for the current dividend period.

10. Voting rights restriction

Pursuant to the Articles of Association, the holders of the Domestic Preference Shares generally 
have no right to attend any Shareholders’ meeting, nor do their Domestic Preference Shares have 
voting rights. Only in any of the following circumstances, the holders of the Domestic Preference 
Shares may attend the Shareholders’ meetings and vote on the following matters as a separate 
class of shares from ordinary Shareholders. In this case, each Preference Share shall have one 
vote, but the Domestic Preference Shares held by the Bank shall have no voting right:

i. any amendment to the provisions of the Articles of Association regarding Preference Shares;

ii. any reduction of the registered capital of the Bank by more than 10%, whether on an 
individual or cumulative basis;

iii. any merger, division, dissolution or change of organizational form of the Bank;

iv. any issuance of Preference Shares by the Bank; or

v. any other circumstances prescribed by the Articles of Association

Resolutions relating to the above shall be adopted by more than two thirds of votes held by the 
Ordinary Shareholders present at the meeting (including Preference Shareholders with voting 
rights restored) and by more than two thirds of votes held by the Preference Shareholders 
(excluding Preference Shareholders with voting rights restored).
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11. Voting rights recovery

(1) Voting rights recovery clause

According to the Articles of Association, if the Bank fails to pay dividends to the holders 
of the Domestic Preference Shares as agreed for three financial years in aggregate or 
two consecutive financial years after the issuance of the Domestic Preference Shares, the 
holders of the Domestic Preference Shares shall have the same right to attend and vote at 
Shareholders’ meetings as ordinary Shareholders from the date immediately following the 
day when the Shareholders’ meeting has approved the profit distribution plan for the year 
which stipulates not to pay the agreed dividends on the Domestic Preference Shares.

After the voting rights of the Domestic Preference Shares are recovered, each holder of 
such Preference Shares shall be entitled to such number of votes as would result from the 
simulated conversion of such Preference Shares in accordance with the simulated conversion 
price below, and the holder of such Preference Share may cast such votes at the Shareholders’ 
meeting together with ordinary Shareholders.

The initial simulated conversion price is determined in the same way as initial compulsory 
conversion price is determined under Item “8. Terms of Compulsory Conversion”. The 
number of votes resulting from such simulated conversion (i.e., the number of votes to which 
the holder of each such Preference Share will be entitled) shall be calculated by the formula: 
Q = V/E (rounded to the nearest one ordinary share in rounding down method).

Where, V means the total par value of the Domestic Preference Shares held by such 
Shareholder; E means the effective simulated conversion price.

After the issuance of Domestic Preference Shares, in the event of any distribution of 
bonus shares, recapitalization, issuance of new shares at a price lower than the market 
price (excluding any increase of share capital due to conversion of financing instruments 
convertible to ordinary shares issued by the Bank (e.g., preference share, convertible bond 
etc.)), or rights issue for A Shares, the Bank will make an adjustment to the simulated 
conversion price to reflect each of such events on a cumulative basis in the order of the 
occurrence of the events above. The detailed adjustment method shall be consistent with the 
adjustment method applicable to the compulsory conversion price as specified in “8. Terms 
of Compulsory Conversion”.

(2) Cancellation of the recovered voting rights

After the voting rights of the Domestic Preference Shares are recovered, the voting rights 
shall be exercisable until the Bank has fully paid the dividends payable for the year. The 
Articles of Association may stipulate other circumstances where voting rights attached to the 
Preference Shares may be recovered.
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12. Order of priority and method of liquidation

Pursuant to the Articles of Association, if the Bank is subject to liquidation, the Bank’s property 
shall be distributed according to the order below:

(1) to pay the liquidation expenses;

(2) to pay salaries, social security contribution and legal compensation for the Bank’s employees;

(3) to pay the principal of and interest on the personal savings deposits with the Bank;

(4) to pay taxes in arrears and taxes arising in course of liquidation;

(5) to repay the Bank’s other debts; and

(6) to distribute to the Shareholders according to the class and proportion of the shares held by 
them.

The holders of the Preference Shares shall take precedence over those of ordinary shares in 
distribution of residual property of the Bank. In the case of liquation, the residual property of the 
Bank after the settlement of other debts of the Bank according to relevant laws and regulations 
shall be first used to pay undistributed dividends accrued on the Preference Shares and the par 
value of the Preference Shares to the holders of the Preference Shares. If the residual property is 
not sufficient to pay all such amounts payable to the holders of the Preference Shares, then such 
distribution shall be made to the holders of the Preference Shares in proportion to the Preference 
Shares held by them.

13. Rating arrangement

The rating arrangement of the Domestic Preference Shares will be determined with reference to 
the domestic market conditions and in accordance with the relevant laws and regulations of the 
People’s Republic of China.

14. Guarantee arrangement

No guarantee arrangement will be provided in relation to the proposed issuance of the Domestic 
Preference Shares.

15. Use of proceeds from the issuance of the Domestic Preference Shares

Upon approval by relevant regulators, the capital raised from the Domestic Preference Shares 
issuance will be wholly used to replenish the Bank’s additional tier-1 capital and increase its 
CAR, after deducting the issuance fees.
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16. Trading arrangement

The Bank will apply for non-public transfer and trading of the Domestic Preference Shares on the 
Shanghai Stock Exchange.

17. Relationship between offshore and domestic issuance

The domestic issuance of preference shares and the offshore issuance of preference shares are 
mutually independent and not pre-conditions for each other. If any of the plans is not approved in 
the Shareholders’ meeting, the CBIRC, the CSRC, or by any other authorities, the implementation 
of the other one will not be affected.

18. The validity period of the resolution in respect of the issuance of the Domestic Preference 
Shares

The resolution in respect of the issuance of the Domestic Preference Shares will be valid for 24 
months from the date on which the resolution is passed by the shareholders’ general meeting. 
The separate issuance of the Domestic Preference Shares under the framework of the issuance 
plan of the Preference Shares as deliberated and adopted at the shareholders’ general meeting is 
not subject to a separate approval by the then existing holders of Preference Shares to be issued 
within the validity period of the resolution.

19. The application and approval procedures to be completed for the issuance

This proposal is still subject to review and approval at the shareholders’ meeting of the Bank, and 
may not be implemented until it is approved by the CBIRC and the CSRC.

20. Matters relating to authorization

(1) Authorization in connection with the issuance of the Domestic Preference Shares

To ensure smooth implementation of the issuance of the Domestic Preference Shares, it 
will be proposed to the shareholders’ general meeting to authorize the Board, and the Board 
will then delegate the authority to the Chairman, President and other people authorized by 
the Chairman of the Bank, to jointly or individually exercise the full power to handle all 
matters relating to the issuance of the Domestic Preference Shares under the framework and 
principles as deliberated and adopted at the shareholders’ general meeting and within the 
validity period of the resolution in respect of the issuance of the Domestic Preference Shares, 
including but not limited to those set out below:

i. to formulate and implement the final proposal for the issuance of the Domestic 
Preference Shares, including but not limited to:

(1) to determine the number of series and the issue size of each series of the Domestic 
Preference Shares within the approved total issue size,
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(2) to determine the method for determining the dividend rate and the specific dividend 
rate of the Domestic Preference Shares,

(3) to the extent permitted by applicable laws and regulations, to determine time of 
issuance (including but not limited to temporary suspension or termination of the 
project) and final placee,

(4) to determine any other issues in relation to the issuance, including but not limited to 
rating arrangement and special account for the proceeds, etc. and to make necessary 
adjustments to the issuance plan of the Domestic Preference Shares according to 
the latest regulations and regulatory guidance (except those matters that require a 
separate vote at a shareholders’ general meeting in accordance with the relevant 
laws, regulations and the Articles of Association);

ii. to produce, amend, execute, implement and file the application and issuance/transfer 
documents according to the requirements of relevant regulatory institutions in relation 
to the issuance or transfer of the Domestic Preference Shares and to handle all relevant 
matters;

iii. to amend, execute, implement, submit and publish all contracts, agreements and 
documents (including but not limited to sponsorship, best efforts underwriting and 
underwriting agreements signed by the intermediary agencies, agreements and 
schemes relating to the proceeds, subscription agreements entered into with investors, 
announcements, circulars and other disclosure documents etc. relating to the issuance 
of Domestic Preference Shares) in relation to the issuance of the Domestic Preference 
Shares;

iv. to deal with the matters in relation to the regulatory registration or filing procedures, the 
listing of the Domestic Preference Shares and other matters;

v. to amend the relevant clauses of the Articles of Association depending on the issuance 
and the results, to handle with relevant approval procedures of the supervisory 
departments such as CBIRC for the amended Articles and to handle with the registration 
of industrial and commercial changes (if involved); and

vi. to deal with all other matters relating to the issuance of the Domestic Preference Shares.
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(2) Authorization in connection with matters during the term of the Preference Shares

It will be proposed to the shareholders’ general meeting to authorize the Board to exercise the 
full power to handle matters under the framework and principles as deliberated and adopted 
at the shareholders’ general meeting during the term of the Domestic Preference Shares, 
including but not limited to those set out below:

i. to handle matters relating to conversion of the Domestic Preference Shares with 
reference to market conditions and in accordance with the relevant legal requirements 
upon occurrence of trigger events for compulsory conversion of the Domestic Preference 
Shares, which include but are not limited to the following: to determine the timing of 
conversion, conversion ratio and procedures for conversion, to amend the provisions in 
the Articles relating to conversion to the extent necessary, to deal with the matters in 
relation to obtaining regulatory approvals, to revise the registered capital accordingly 
and to deal with the registration with the administration for industry and commerce of 
the change and other matters;

ii. to decide on matters relating to redemption during the redemption period with reference 
to market conditions and other factors, and to handle matters relating to redemption as 
approved by the CBIRC;

iii. to declare and pay all dividends to the Domestic Preference Shareholders pursuant to 
issuance agreements, but the cancellation of all or part of the dividends payable to the 
Domestic Preference Shareholders will still require approval at a shareholders’ general 
meeting.
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Appendix III

NON-PUBLIC ISSUANCE PLAN OF  
OFFSHORE PREFERENCE SHARES OF THE BANK

1. Type of securities to be issued and issue size

The aggregate number of the Domestic and Offshore Preference Shares will not exceed 1.2 
billion and the aggregate amount of the Domestic and Offshore Preference Shares to be issued 
will not exceed the equivalent of RMB120 billion, among which the Offshore Preference Shares 
will not exceed 0.4 billion and the amount of the Offshore Preference Shares will not exceed 
the equivalent of RMB40 billion. The actual size of the issuance is proposed to be determined 
by the board of directors (the “Board”) within the above scope, subject to the authorization at a 
shareholders’ general meeting (which authorization can be further delegated).

2. Par value and issue price

The Offshore Preference Shares will have a par value of RMB100 per share and will be issued at 
par.

3. Term

The Offshore Preference Shares will have no maturity.

4. Method of issuance

Upon approval by regulatory authorities such as CBIRC and CSRC, the Offshore Preference 
Shares will be issued by non-public issuance either in a single or multiple series in accordance 
with relevant regulatory guidelines.

5. Target investors

Accordance with relevant regulatory guidelines, the Offshore Preference Shares will be issued to 
no more than 200 qualified offshore investors. All the investors shall subscribe for the Offshore 
Preference Shares in cash.

6. Lock-up period

There will be no lock-up period for the Offshore Preference Shares.
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7. Terms of dividend distribution

(1) Principles for the determination of the dividend rate

The dividend rate for the Offshore Preference Shares may be adjusted at different intervals. 
This means the dividend rate may either remain unchanged for the term of the Offshore 
Preference Shares, or there will be dividend adjustment periods and the dividend rate will 
be fixed for a certain period after the issuance of the Offshore Preference Shares and will be 
readjusted once after each specified period thereafter (such dividend rate will be determined 
based on the sum of the benchmark rate and the fixed spread. The fixed spread will be 
equal to the spread between the dividend rate for the Offshore Preference Shares at the time 
of issuance and the benchmark rate, which will remain unchanged during the term of the 
Offshore Preference Shares).

The dividend rate for the Offshore Preference Shares at the time of issuance will be 
determined by the Bank based on price inquiry in the market or in other manners acceptable 
to the regulatory authorities. The actual dividend rate shall be determined by the Board with 
reference to factors including market conditions, the actual circumstances of the Bank and 
investor appetite, subject to the authorization at the shareholders’ general meeting (which 
authorization can be further delegated). The dividend rate for the Offshore Preference Shares 
shall not be higher than the average return on weighted average equity of the Bank for the last 
two financial years3 prior to the issuance.

(2) Conditions for dividend distribution

i. If the Bank has distributable after-tax profit4 after recovering losses and making 
allocations to its statutory common reserve fund and general reserve in accordance 
with laws, the Bank may distribute dividends to the holders of the Offshore Preference 
Shareholders, provided the capital adequacy ratio of the Bank meets the requirements of 
the regulatory rules. The Offshore Preference Shares issued by the Bank rank pari passu 
with the Domestic Preference Shares in terms of dividend distribution, both of which 
rank ahead of ordinary shareholders. Distribution of dividends to the Offshore Preference 
Shareholders will not be affected by the rating of the Bank and will not be adjusted as a 
result of any change to such rating.

ii. In all circumstances, the Bank shall have the right to partially or entirely cancel dividend 
payments to the Offshore Preference Shareholders after being reviewed and approved 
by the shareholders’ general meeting, and shall not be deemed a default. The Bank, at 
its discretion, may use any dividends cancelled to repay other debts that are due. The 
cancellation of the current Offshore Preference Share dividend shall not constitute 
any other restrictions on the Bank except for the dividend distribution restrictions on 
ordinary shares. The Bank will fully consider the rights and interests of the Offshore 
Preference Shareholders in this issuance when exercising the above-mentioned rights.

3. As determined in accordance with the Rules for Preparation of Information Disclosure by Companies Offering 
Securities to the Public No.9 — Calculation and Disclosure of Return on Equity and Earnings Per Share (as amended 
in 2010), and calculated based on the return attributable to the holders of Ordinary Shares of the Bank.

4. i.e. the undistributed profit as shown in the financial statements of the parent company prepared in accordance with 
Chinese Accounting Standards or International Financial Reporting Standards, whichever amount is lower.
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(3) Method of dividend payment

Dividends for the Offshore Preference Shares will be payable in cash calculated based on the 
aggregate par value of the relevant series of the Offshore Preference Shares that have been 
issued by the Bank and outstanding. Dividends for the Offshore Preference Shares shall be 
paid on an annual basis and will accrue from the payment due date of the relevant series of 
Offshore Preference Shares.

To ensure the holders of the Offshore Preference Shares receive a fixed rate of relevant 
foreign currency denominated dividends after payment of the relevant withholding tax 
pursuant to relevant PRC tax laws and regulations, the Bank will pay dividends to the holders 
of the Offshore Preference Shares in the equivalent amount of relevant foreign currency 
as determined by the average of the relevant mid-point exchange rates of RMB-to-relevant 
foreign currency as announced by the People’s Bank of China over the week before the 
pricing day (inclusive of the pricing day) of the Offshore Preference Shares. The withholding 
tax paid by the Bank as referred to above will be charged to distributable profits. Other taxes 
payable arising from the holding of the Offshore Preference Shares will be borne by the 
holders of the Offshore Preference Shares.

(4) Dividend stopper

If the Bank cancels all or part of the dividends to the Offshore Preference Shareholders, the 
Bank shall not make any dividend distribution to the holders of Ordinary Shares before the 
Bank declares to pay the dividends for the current dividend period to the Offshore Preference 
Shareholders in full.

(5) Method of dividend accumulation

The dividends on the Offshore Preference Shares are non-cumulative, that is, the difference 
between the dividends actually paid to the holders of the Preference Shares and the dividends 
which should have been paid will not be carried forward to the following year.

(6) Distribution of remaining profits

The Offshore Preference Shareholders are entitled to receive dividends at the prescribed 
dividend rate, but are not entitled to any distribution of residual profits of the Bank together 
with the Ordinary Shareholders.
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8. Terms of compulsory conversion

(1) Trigger events for compulsory conversion

i. Upon the occurrence of any Additional Tier-1 Capital Instrument Trigger Event, that 
is, the core tier-1 CAR drops to 5.125% or below, the Offshore Preference Shares shall 
be wholly or partly converted into H Shares so as to restore the Bank’s core tier-1 CAR 
above the trigger point.

ii. Upon the occurrence of any Tier-2 Capital Instrument Trigger Event, all of the Offshore 
Preference Shares shall be converted into H Shares. “Tier-2 Capital Instrument Trigger 
Event” means either of the following circumstances (whichever is earlier): (1) the 
CBIRC having concluded that a conversion or write-off is necessary without which the 
Bank would become non-viable; or (2) the relevant authorities having concluded that a 
public sector injection of capital or equivalent support is necessary without which the 
Bank would become non-viable.

(2) Compulsory conversion price

The initial compulsory conversion price of the Offshore Preference Shares shall be 
the average trading prices of H Shares of the Bank in the 20 trading days prior to the 
announcement date of the Board resolution on the Offshore Preference Shares issuance 
(which shall be converted into RMB with reference to the mid-point exchange rate of Hong 
Kong Dollars to RMB as announced by the People’s Bank of China on the trading day 
prior to the announcement date of the Board resolution on the Offshore Preference Shares 
issuance).

The average trading price of the H shares of the Bank for the 20 preceding trading days = 
total trading amount of H shares of the Bank for such 20 preceding trading days/total trading 
volume of H shares for such 20 trading days.

After the issuance of Offshore Preference Shares, in the event of any distribution of 
bonus shares, recapitalization, issuance of new shares at a price lower than the market 
price (excluding any increase of share capital due to conversion of financing instruments 
convertible to ordinary shares issued by the Bank (e.g., preference share, convertible bond 
etc.)), or rights issue for H Shares, the compulsory conversion price shall be subject to 
cumulative adjustments in the same order of the occurrence of such events. The distribution 
of cash dividends to the Ordinary Shareholders will not result in any adjustment to the 
compulsory conversion price. The compulsory conversion price will be adjusted based on the 
following:

In the event of any distribution of bonus shares or recapitalization: P1* = P0* × N*/(N* + 
n*);

In the event of any new issuance of H Shares at a price lower than the market price or rights 
issue for H Shares: P1* = P0* × (N* + k*)/(N* + n*), k* = n* × A*/M*;
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Where, P0* means the compulsory conversion price effective immediately preceding such 
adjustment; N* means the total number of Ordinary Shares before such distribution of bonus 
shares, recapitalization, issuance of new shares or rights issuance of H Shares; n* means 
the number of new H Shares distributed as bonus shares, capitalized, issued as new shares 
or subject to a rights issue; A* means the price of the new H Shares issued under such new 
issuance or rights issue; M* means the closing price of the H Shares on the trading day prior 
to the announcement of such new issuance or rights issuance of H Shares; P1* means the 
compulsory conversion price effective immediately after such adjustment.

In the event that the rights and benefits of the Offshore Preference Shareholders may be 
affected by the change in the share class, number of shares and, or shareholders’ interests 
of the Bank due to share repurchase, or merger or division of the Bank or any other 
circumstances, the Bank will adjust the compulsory conversion price based on the actual 
circumstances and in accordance with the principles of fairness, justice, equity and full 
protection and balance of the interests of the Preference Shareholders and the Ordinary 
Shareholders. The contents and the mechanism relating to the adjustment of the compulsory 
conversion price will be formulated in accordance with applicable PRC laws and regulations.

(3) Principles for determining the ratio and number for compulsory conversion

Upon the compulsory conversion of the Offshore Preference Shares, the formula for 
determining the number of shares to be converted shall be: Q* = V*/P*.

In the above formula: “Q*” denotes the number of H shares that shall be converted from the 
Offshore Preference Shares held by each Offshore Preference Shareholder; “V*” denotes 
the total par value of the Offshore Preference Shares to be converted under the compulsory 
conversion; and “P*” denotes the effective compulsory conversion price for the Offshore 
Preference Shares.

Any fractional share less than one ordinary share resulting from the compulsory conversion 
of the Offshore Preference Shares shall be handled by the Bank according to relevant 
regulations. If partly converted, the Offshore Preference Shares shall be converted into H 
Shares on a pro rata basis.

(4) Compulsory conversion period

The period for compulsory conversion of the Offshore Preference Shares commences on the 
first trading day immediately following the completion date of the issuance of the Offshore 
Preference Shares and ends on the date of redemption or conversion of all the Offshore 
Preference Shares.
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(5) Attribution of dividends of ordinary shares in the year of compulsory conversion

The new H shares to be issued as a result of the compulsory conversion of the Offshore 
Preference Shares will rank pari passu with the existing issued H shares, and all Ordinary 
Shareholders (including the holders of the H Shares resulting from the compulsory 
conversion of the Offshore Preference Shares) whose names appear on the register of 
members of the Bank on the record date for dividend entitlement shall be entitled to receive 
the dividend for the current dividend period and have equal rights and interests.

9. Terms of conditional redemption

(1) Holder of the redemption right

The Bank shall have the right to redeem the Offshore Preference Shares subject to obtaining 
the approval of the CBIRC. Holders of the Offshore Preference Shares have no right to 
request the Bank to redeem the Offshore Preference Shares.

(2) Redemption conditions and period

The Offshore Preference Shares have no maturity date. Pursuant to relevant regulations of the 
CBIRC, the Bank has no plan to exercise the right to redeem the Offshore Preference Shares. 
Therefore, the investors shall not have the expectation that the Bank will exercise the right to 
redeem the Offshore Preference Shares.

However, subject to the approval of the CBIRC, the Bank shall have the right to redeem 
all or part of the Offshore Preference Shares after expiry of five years after the date of 
issuance. The redemption term of the Offshore Preference Shares starts from the fifth 
anniversary of the date of issuance of the Offshore Preference Shares and ends on the date 
when all of the Offshore Preference Shares are redeemed or converted. The Shareholders’ 
meeting is requested to authorize the Board of Directors (whose authorization can be further 
delegated) to decide on any redemption during the redemption term in accordance with 
market conditions and other factors, and handle, with full authority, all the matters relating to 
redemption in accordance with any approval of the CBIRC.

The Bank’s exercise of its redemption rights shall be subject to the following conditions: 
(1) the Bank plans to use or has capital instruments of equal or higher quality to replace the 
redeemed Offshore Preference Shares and such replacement shall only be made when the 
Bank has a sustainable income generating capacity; or (2) the Bank’s regulatory capital after 
such redemption will remain substantially higher than the regulatory capital requirements 
prescribed by the CBIRC.

(3) Redemption price and principles for pricing

The redemption price of the Offshore Preference Shares will be an amount equal to the par 
value plus the amount of dividend declared but unpaid for the current dividend period.
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10. Voting rights restriction

Pursuant to the Articles of Association, the holders of the Offshore Preference Shares generally 
have no right to attend any Shareholders’ meeting, nor do their Offshore Preference Shares have 
voting rights. Only in any of the following circumstances, the holders of the Offshore Preference 
Shares may attend the Shareholders’ meetings and vote on the following matters as a separate 
class of shares from ordinary Shareholders. In this case, each Preference Share shall have one 
vote, but the Offshore Preference Shares held by the Bank shall have no voting right:

i. any amendment to the provisions of the Articles of Association regarding Preference Shares;

ii. any reduction of the registered capital of the Bank by more than 10%, whether on an 
individual or cumulative basis;

iii. any merger, division, dissolution or change of organizational form of the Bank;

iv. any issuance of Preference Shares by the Bank; or

v. any other circumstances prescribed by the Articles of Association.

Resolutions relating to the above shall be adopted by more than two thirds of votes held by the 
Ordinary Shareholders present at the meeting (including Preference Shareholders with voting 
rights restored) and by more than two thirds of votes held by the Preference Shareholders 
(excluding Preference Shareholders with voting rights restored).

11. Voting rights recovery

(1) Voting rights recovery clause

According to the Articles of Association, if the Bank fails to pay dividends to the holders 
of the Offshore Preference Shares as agreed for three financial years in aggregate or 
two consecutive financial years after the issuance of the Offshore Preference Shares, the 
holders of the Offshore Preference Shares shall have the same right to attend and vote at 
Shareholders’ meetings as ordinary Shareholders from the date immediately following the 
day when the Shareholders’ meeting has approved the profit distribution plan for the year 
which stipulates not to pay the agreed dividends on the Offshore Preference Shares.

After the voting rights of the Offshore Preference Shares are recovered, each holder of 
such Preference Shares shall be entitled to such number of votes as would result from the 
simulated conversion of such Preference Shares in accordance with the simulated conversion 
price below, and the holder of such Preference Share may cast such votes at the Shareholders’ 
meeting together with ordinary Shareholders.
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The initial simulated conversion price is determined in the same way as initial compulsory 
conversion price is determined under Item “8. Terms of Compulsory Conversion”. The 
number of votes resulting from such simulated conversion (i.e., the number of votes to which 
the holder of each such Preference Share will be entitled) shall be calculated by the formula: 
Q* = V*/E* (rounded to the nearest one ordinary share in rounding down method).

Where, V* means the total par value of the Offshore Preference Shares held by such 
Shareholder; E* means the effective simulated conversion price.

After the issuance of Offshore Preference Shares, in the event of any distribution of 
bonus shares, recapitalization, issuance of new shares at a price lower than the market 
price (excluding any increase of share capital due to conversion of financing instruments 
convertible to ordinary shares issued by the Bank (e.g., preference share, convertible bond 
etc.)), or rights issue for H Shares, the Bank will make an adjustment to the simulated 
conversion price to reflect each of such events on a cumulative basis in the order of the 
occurrence of the events above. The detailed adjustment method shall be consistent with the 
adjustment method applicable to the compulsory conversion price as specified in “8. Terms 
of Compulsory Conversion”.

(2) Cancellation of the recovered voting rights

After the voting rights of the Offshore Preference Shares are recovered, the voting rights 
shall be exercisable until the Bank has fully paid the dividends payable for the year. The 
Articles of Association may stipulate other circumstances where voting rights attached to the 
Preference Shares may be recovered.

12. Order of priority and method of liquidation

Pursuant to the Articles of Association, if the Bank is subject to liquidation, the Bank’s property 
shall be distributed according to the order below:

(1) to pay the liquidation expenses;

(2) to pay salaries, social security contribution and legal compensation for the Bank’s employees;

(3) to pay the principal of and interest on the personal savings deposits with the Bank;

(4) to pay taxes in arrears and taxes arising in course of liquidation;

(5) to repay the Bank’s other debts; and

(6) to distribute to the Shareholders according to the class and proportion of the shares held by 
them.
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The holders of the Preference Shares shall take precedence over those of ordinary shares in 
distribution of residual property of the Bank. In the case of liquation, the residual property of the 
Bank after the settlement of other debts of the Bank according to relevant laws and regulations 
shall be first used to pay undistributed dividends accrued on the Preference Shares and the par 
value of the Preference Shares to the holders of the Preference Shares. If the residual property is 
not sufficient to pay all such amounts payable to the holders of the Preference Shares, then such 
distribution shall be made to the holders of the Preference Shares in proportion to the Preference 
Shares held by them.

13. Rating arrangement

The rating arrangement of the Offshore Preference Shares will be determined with reference to the 
market conditions and in accordance with the relevant laws and regulations.

14. Guarantee arrangement

No guarantee arrangement will be provided in relation to the proposed issuance of the Offshore 
Preference Shares.

15. Use of proceeds from the issuance of the Offshore Preference Shares

Upon approval by relevant regulators, the capital raised from the Offshore Preference Shares 
issuance will be wholly used to replenish the Bank’s additional tier-1 capital and increase its 
CAR, after deducting the issuance fees.

16. Trading arrangement

Application for listing of the Offshore Preference Shares on the Hong Kong Stock Exchange will 
be made in accordance with relevant regulatory requirements. The Offshore Preference Shares 
will be transferred in accordance with the relevant trading and settlement rules.

17. Relationship between offshore and domestic issuance

The domestic issuance of preference shares and the offshore issuance of preference shares are 
mutually independent and not pre-conditions for each other. If any of the plans is not approved in 
the Shareholders’ meeting, the CBIRC, the CSRC, or by any other authorities, the implementation 
of the other one will not be affected.
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18. The validity period of the resolution in respect of the issuance of the Offshore Preference 
Shares

The resolution in respect of the issuance of the Offshore Preference Shares will be valid for 24 
months from the date on which the resolution is passed by the shareholders’ general meeting. 
The separate issuance of the Offshore Preference Shares under the framework of the issuance 
plan of the Preference Shares as deliberated and adopted at the shareholders’ general meeting is 
not subject to a separate approval by the then existing holders of Preference Shares to be issued 
within the validity period of the resolution.

19. The application and approval procedures to be completed for the issuance

This proposal is still subject to review and approval at the shareholders’ meeting of the Bank, and 
may not be implemented until it is approved by the CBIRC and the CSRC.

20. Matters relating to authorization

(1) Authorization in connection with the issuance of the Offshore Preference Shares

To ensure smooth implementation of the issuance of the Offshore Preference Shares, it will 
be proposed to the shareholders’ general meeting to authorize the Board, and the Board will 
then delegate the authority to the Chairman, President and other people authorized by the 
Chairman of the Bank, to jointly or individually exercise the full power to handle all matters 
relating to the issuance of the Offshore Preference Shares under the framework and principles 
as deliberated and adopted at the shareholders’ general meeting and within the validity period 
of the resolution in respect of the issuance of the Offshore Preference Shares, including but 
not limited to those set out below:

i. to formulate and implement the final proposal for the issuance of the Offshore 
Preference Shares, including but not limited to:

(1) to determine the number of series and the issue size of each series of the Offshore 
Preference Shares within the approved total issue size,

(2) to determine the method for determining the dividend rate and the specific dividend 
rate of the Offshore Preference Shares,

(3) to the extent permitted by applicable laws and regulations, to determine time of 
issuance (including but not limited to temporary suspension or termination of the 
project) and final placee,
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(4) to determine any other issues in relation to the issuance, including but not limited to 
rating arrangement and special account for the proceeds, etc. and to make necessary 
adjustments to the issuance plan of the Offshore Preference Shares according to 
the latest regulations and regulatory guidance (except those matters that require a 
separate vote at a shareholders’ general meeting in accordance with the relevant 
laws, regulations and the Articles of Association);

ii. to produce, amend, execute, implement and file the application and issuance/transfer 
documents according to the requirements of relevant regulatory institutions in relation 
to the issuance or transfer of the Offshore Preference Shares and to handle all relevant 
matters;

iii. to amend, execute, implement, submit and publish all contracts, agreements and 
documents (including but not limited to sponsorship, best efforts underwriting and 
underwriting agreements signed by the intermediary agencies, agreements and 
schemes relating to the proceeds, subscription agreements entered into with investors, 
announcements, circulars and other disclosure documents etc. relating to the issuance 
of Offshore Preference Shares) in relation to the issuance of the Offshore Preference 
Shares;

iv. to deal with the matters in relation to the regulatory registration or filing procedures, the 
listing of the Offshore Preference Shares and other matters;

v. to amend the relevant clauses of the Articles of Association depending on the issuance 
and the results, to handle with relevant approval procedures of the supervisory 
departments such as CBIRC for the amended Articles and to handle with the registration 
of industrial and commercial changes (if involved); and

vi. to deal with all other matters relating to the issuance of the Offshore Preference Shares.

(2) Authorization in connection with matters during the term of the Preference Shares

It will be proposed to the shareholders’ general meeting to authorize the Board to exercise the 
full power to handle matters under the framework and principles as deliberated and adopted 
at the shareholders’ general meeting during the term of the Offshore Preference Shares, 
including but not limited to those set out below:

i. to handle matters relating to conversion of the Offshore Preference Shares with reference 
to market conditions and in accordance with the relevant legal requirements upon 
occurrence of trigger events for compulsory conversion of the Offshore Preference 
Shares, which include but are not limited to the following: to determine the timing of 
conversion, conversion ratio and procedures for conversion, to amend the provisions in 
the Articles relating to conversion to the extent necessary, to deal with the matters in 
relation to obtaining regulatory approvals, to revise the registered capital accordingly 
and to deal with the registration with the administration for industry and commerce of 
the change and other matters;
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ii. to decide on matters relating to redemption during the redemption period with reference 
to market conditions and other factors, and to handle matters relating to redemption as 
approved by the CBIRC;

iii. to declare and pay all dividends to the Offshore Preference Shareholders pursuant to 
issuance agreements, but the cancellation of all or part of the dividends payable to the 
Offshore Preference Shareholders will still require approval at a shareholders’ general 
meeting.
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Appendix IV

IMPACT ON DILUTION OF CURRENT RETURNS AND
REMEDIAL MEASURES UPON THE ISSUANCE OF

PREFERENCE SHARES OF THE BANK

In accordance with the requirements under the Opinions of the General Office of the State Council 
on Further Strengthening the Protection of Legitimate Rights and Interests of Minority Investors in 
Capital Market (Guobanfa [2013] No.110), the Opinions of the State Council on Further Promoting 
the Healthy Development of Capital Market (Guofa [2014] No.17) and the Guiding Opinions on 
Matters Relating to Diluted Immediate Returns in IPO, Refinancing and Major Asset Restructuring 
(No.31 Announcement of CSRC in 2015), Bank of China Limited (the “Bank”) has analyzed the 
possible impact of issuance of domestic and Offshore Preference Shares (the “Preference Shares”) 
on current returns and, with reference to the actual conditions of the Bank, proposes relevant measures 
with details set forth below:

1. Analysis of the Impact of Dilution of Current Returns by Issuance of Preference Shares on 
the Bank’s Major Financial Indicators

(1) Assumptions and preconditions

(i) Assume that there are no material adverse changes in macroeconomic environment, 
industry development trend and the Bank’s operation in 2018.

(ii) Assume that the net profit attributable to the ordinary shareholders of the parent 
company and the net profit attributable to the ordinary shareholders of the parent 
company after extraordinary items will increase respectively based on relevant data 
in 2017 in three situations: (1) with zero growth rate; (2) with a growth rate of 2.5%; 
and (3) with a growth rate of 5%, and the corresponding amounts will be RMB165,653 
million, RMB169,794 million and RMB173,936 million for the net profit attributable 
to the ordinary shareholders of the parent company, and RMB163,341 million, 
RMB167,425 million and RMB171,508 million for the net profit attributable to the 
ordinary shareholders of the parent company after extraordinary items.

(iii) Assume the total proceeds of the Preference Shares raised from domestic and offshore 
markets will not exceed the equivalent of RMB120 billion, if not considering the impact 
of issuance expenses.

(iv) Assume not considering the impact on the Bank’s operation status and financial position 
after receiving the proceeds raised in the Preference Share issuance. Such assumption is 
only for the purpose of calculating financial statistics and financial indicators, and the 
specific financial returns of the proceeds raised are subject to the actual circumstances 
after the completion of issuance.

(v) For the purpose of precaution, assume that the Preference Shares were already issued in 
early 2018(illustrative only and not indicating the actual issuance time of the Preference 



32

Shares, which shall be the actual completion time of the issuance of the Preference 
Shares as approved by regulatory institutions), and dividends for a dividend year will be 
distributed in full within the year of 2018, with a dividend rate of 5.5% for Preference 
Shares (illustrative only and not indicating the Bank’s expected dividend rate for 
Preference Shares).

(vi) The total share capital of ordinary shares of the Bank is estimated based on the total 
outstanding ordinary shares of 294.4 billion shares issued by December 31, 2017, 
without consideration of changes in ordinary equity caused by other factors.

(vii) The measurement only takes the dilution impact of the Preference Shares on of current 
returns into consideration, without considering the impact of other capital instruments 
issued or to be issued.

(2) Impact of the dilution of current return by the issuance of Preference Shares on major 
financial indicators

Based on the assumptions and preconditions above, the impact of the dilution of current 
return by the issuance of Preference Shares on the Bank’s major financial indicators is as 
follows:

(i) Scenario 1: Assume that the net profit attributable to the ordinary shareholders of the 
parent company and net profit attributable to the ordinary shareholders of the parent 
company after extraordinary items in 2018 are RMB165,653 million and RMB163,341 
million respectively.

Major financial data and
indicators

2017

2018

Not consider 
the issuance

consider
the issuance

Net profit attributable to
 the ordinary shareholders of
 the parent company
 (RMB100 million)

1,656.53 1,656.53 1,590.53

Net profit attributable to
 the ordinary shareholders of
 the parent company after
 extraordinary items
 (RMB100 million)

1,633.41 1,633.41 1,567.41

Basic earnings per share (RMB) 0.56 0.56 0.54

Diluted earnings per share (RMB) 0.56 0.56 0.54

Basic earnings per share after
 extraordinary items (RMB)

0.55 0.55 0.53

Diluted earnings per share after
 extraordinary items (RMB)

0.55 0.55 0.53
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(ii) Scenario 2: Assume that the net profit attributable to the ordinary shareholders of the 
parent company and net profit attributable to the ordinary shareholders of the parent 
company after extraordinary items in 2018 are RMB169,794 million and RMB167,425 
million respectively.

Major financial data and 
indicators

2017

2018

Not consider 
the issuance

consider the 
issuance

Net profit attributable to
 the ordinary shareholders of
 the parent company
 (RMB100 million)

1,656.53 1,697.94 1,631.94

Net profit attributable to
 the ordinary shareholders of
 the parent company after
 extraordinary items
 (RMB100 million)

1,633.41 1,674.25 1,608.25

Basic earnings per share (RMB) 0.56 0.58 0.55

Diluted earnings per share (RMB) 0.56 0.58 0.55

Basic earnings per share after
 extraordinary items (RMB)

0.55 0.57 0.55

Diluted earnings per share after
 extraordinary items (RMB)

0.55 0.57 0.55
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(iii) Scenario 3: Assume that the net profit attributable to the ordinary shareholders of the 
parent company and net profit attributable to the ordinary shareholders of the parent 
company after extraordinary items in 2018 are RMB173,936 million and RMB171,508 
million respectively.

Major financial data and 
indicators

2017

2018

Not consider 
the issuance

consider the 
issuance

Net profit attributable to
 the ordinary shareholders of
 the parent company
 (RMB100 million)

1,656.53 1,739.36 1,673.36

Net profit attributable to
 the ordinary shareholders of
 the parent company after
 extraordinary items
 (RMB100 million)

1,633.41 1,715.08 1,649.08

Basic earnings per share (RMB) 0.56 0.59 0.57

Diluted earnings per share (RMB) 0.56 0.59 0.57

Basic earnings per share after
 extraordinary items (RMB)

0.55 0.58 0.56

Diluted earnings per share after
 extraordinary items (RMB)

0.55 0.58 0.56

(3) Statement of the measurement

(i) The above assumption analysis in relation to the measurement of the Bank shall not be 
considered as its profit forecast, nor shall it be relied upon by investors when making 
investment decisions. The Bank will not be liable for any losses that an investor may 
suffer from the investment decisions made on basis of the assumption analysis;

(ii) The total proceeds of the issuance of Preference Shares are estimated, and the 
assumption that the Preference Shares were already issued in early 2018 and the 
dividend rate are illustrative only, and issuance amount, completion time of issuance 
and dividend rate shall be subject to actual proceeds with the approval by regulatory 
institutions.

2. Risk Alert of the Dilution of Current Return by the Issuance of Preference Shares

Since the Preference Shareholders shall take precedence of the holders of ordinary shares in profit 
distribution, after the completion of the issuance of Preference Shares, without taking into account 
any financial returns that may be generated from the use of proceeds, the net profit attribute to the 
holders of ordinary shares of the parent company will decrease, thus the basic earnings per share 
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and diluted earnings per share of the Bank are likely to slightly decrease in the short term, posing 
the risk of dilution of current return to the holders of ordinary shares.

However, after the proceeds from the issuance are in place, the capital adequacy ratio of the Bank 
will be further improved. Based on maintaining the current capital management efficiency, the 
revenue and the level of net profit will increase and be improved. Therefore, such issuance will 
have positive impact on the return on equity to the holders of ordinary shares and the earnings per 
share attributable to the holders of ordinary shares.

We remind investors of the risk arising from the dilution of current return by the issuance of the 
Preference Shares. The Bank will continuously disclose in its regular reports the completion of 
measures to make up the diluted current return and the fulfillment of commitments by related 
parties.

3. Necessity and Reasonableness of Issuance of Preference Shares

(1) To comply with regulatory requirements on capital adequacy

Commercial banks are subject to increasingly strict regulatory requirements regarding capital 
adequacy. As a global systemically important bank (GSIB), the Bank’s core tier 1 capital 
adequacy ratio, tier 1 capital adequacy ratio and capital adequacy ratio are required to be 
not less than 8.5%, 9.5% and 11.5% respectively. As the importance of the Bank within 
GSIBs, the minimum regulatory requirements are increased to 9%, 10% and 12% respectively 
from 2019. To ensure compliance with regulatory requirements, the Bank will need to 
replenishment capital through external channels.

(2) Diversification of channels for capital replenishment

The Bank will adhere to the principle of “equal importance in internal capital accumulation 
and external capital supplementation”, raising capital through multiple channels and methods, 
expanding capital sources and striving to maintain adequate capital levels. On the one hand, 
the Bank will strengthen its internal capital generation capabilities, by further optimisation 
of business and customer structure, improvements in product innovation and implementation 
capabilities, focusing on the deepening of existing and the quality of new businesses, 
emphasizing on the management of cost of debt, enhance risk-pricing ability, continuously 
improve the group’s level of return on capital, strengthen internal capital accumulation, 
and promote the stable growth of internal capital. On the other hand, considering factors 
including regulatory requirements, capital structure and market window, the Bank will 
explore multiple channels and methods to replenish capital. The issuance of Preference 
Shares will increase the Bank’s additional tier 1 capital and improve the Bank’s capital 
structure.

(3) Strengthening the ability to provide services to the Real Economy

With the strategic goal of building “a world first-class bank in the new era”, the Bank will 
take the initiative to assume the responsibility of the large state-owned bank, by serving 
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the Real Economy and macro-economy more effectively. The Bank will fully utilise its 
advantages in globalization and business integration to promote cross-border development; 
advantages in trade finance to promote the diversification of foreign trade; advantages of 
cross-border settlement to promote the internationalization of RMB; continuous work in 
Inclusive Finance to alleviate financing difficulties and high financing costs. The Bank 
will strive to improve its ability to serve domestic needs and supports the improvement of 
people’s livelihood. Through the implementation of external capital supplement, the capital 
strength of the Bank will be further enhanced to provide effective support to the Bank in 
serving the real economy.

4. Relationship between the Investment Projects of Proceeds and the Bank’s Existing Business 
and the Bank’s Reserves in Personnel, Technology and Market with Respect to the 
Investment Projects

The proceeds of the issuance of domestic and offshore Preference Shares are not more than the 
equivalent of RMB120 billion. According to applicable laws and regulations and the approvals 
of regulatory institutions, the proceeds will be fully used to replenish the Bank’s additional tier 
1 capital, raise tier 1 CAR and optimize capital structure. The proceeds of the Preference Share 
issuance will provide capital support to the stable development of the Bank’s business, help meet 
the Bank’s capital demand for continuous and stable development of its business and enhance its 
competence.

The Bank adheres to a strategy-oriented and performance-based human resources allocation 
mechanism, the Bank endeavored to improve its staff structure and allocate more human resources 
to strategic, core and emerging businesses, so as to consistently enhance staff efficiency. It 
formulated a layered, classified and long-term mechanism for the development of international 
talent, continued to develop international and comprehensive talent and reinforced the building 
of a talent pool of employees fluent in minority languages. Following national strategies, the 
Bank made more efforts regarding talent support and development in relation to key fields such 
as targeted poverty alleviation, the Belt and Road Initiative, the coordinated development of the 
Beijing-Tianjin-Hebei region, the development of the Xiong’an New Area, inclusive finance 
and the economic development of county areas. In addition, in line with the Group’s strategic 
priorities, the Bank improved the allocation mechanism for staff costs, put more resources 
into strategic and fundamental fields and made great efforts to increase input-output efficiency 
of resources. It refined its performance assessment system and implemented a wide-ranging 
honors and rewards system to encourage all institutions and employees to be hardworking, 
enterprising, and to strive for excellence. The Bank gave full play to the driving force of FinTech 
in transforming business models and expanding financial services, actively embraced new 
techniques emerging in the FinTech sector, and promoted the deep integration of innovative 
techniques within financial services, so as to optimize key aspects of its businesses and improve 
customer experience. It successfully built a cloud architecture-based environment for FinTech 
innovation tests, completed the preliminary verification of its distributed IT architecture, and 
made plans to apply such techniques to all the related businesses of the Bank. The Bank has 
devoted efforts to the R&D of a digital wallet based on block-chain technology, and successfully 
applied block-chain technology to “BOC for Public Welfare”, a targeted poverty alleviation 
platform. It also conducted researches on foreign exchange price forecasting and intelligent 
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SWIFT routing with the aid of AI technologies. By integrating advanced technologies, such as 
deep learning, with the knowledge and experience accumulated by traders over time and SWIFT 
messaging features, the Bank has established a foreign exchange price forecast model and an 
intelligent SWIFT routing forecast model for various scenarios through independent R&D, both 
of which are reach the level of auxiliary production. Unswervingly guided by innovations in 
information technology, the Bank kept improving its IT governance system and promoted the 
integrated development of information technology within the Group.

The Bank has a reasonable, extensive and efficient distribution channel. As at the end of June of 
2018, the Bank had a total of 11,634 institutions worldwide, including 11,082 institutions in the 
Chinese mainland and 552 institutions in Hong Kong, Macao, Taiwan and other countries and 
regions. Its domestic commercial banking business comprised 10,689 institutions, including 38 
tier-1 and direct branches, 344 tier-2 branches and 10,306 outlets.

5. Remedial Measures for the Dilution of Current Return as a Result of Issuance of Preference 
Shares

(1) Operating status, development trend, key risk and improvement measures of the Bank’s 
existing business

The Bank’s core business segments are corporate banking, retail banking, and financial 
market business.

With respect to corporate banking business, the Bank makes great efforts to expedite 
the transformation of its corporate banking business. It promotes product innovation, 
continuously optimizes customer structure, further expands its customer base, enhances 
its diversified operations as well as the integration of its domestic and overseas operations 
and improves its global service capabilities for corporate banking customers, to achieve 
steady development in its corporate banking business. With respect to retail banking 
business, the Bank seizes opportunities arising from the positive development momentum 
of China’s macro-economy, promotes innovation, focuses on its characteristic strengths, 
continuously enhances market competitiveness of personal banking businesses and further 
improves customer experience. With respect to financial market business, the Bank 
actively aligns itself with trends towards interest rate and exchange rate liberalisation and 
RMB internationalisation, closely tracks developments in financial markets, leveraged its 
specialised advantages, continues to deepen the adjustment of its business structure, enhances 
its efforts in financial market innovation and makes steady progress in compliance with 
international regulatory requirements, to further enhance its influence in financial markets.

The Bank’s business operations are subject to risks including Credit Risk, Market Risk, 
Liquidity Risk, Reputational Risk and Operational Risk. The Bank actively adapts to the new 
stage of high-quality development of economy and continues to improve its risk management 
system in line with its business model. The Bank comprehensively follows local and 
overseas regulatory requirements, earnestly carries out risk inspection and pushes forward 
its compliance work of effective risk data aggregation and risk reporting, so as to ensure 
compliant operations. In addition, the Bank improves its comprehensive risk management 
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mechanism, strengthens the consolidated risk management of the Group and refines the risk 
assessment process for new products. It promotes the implementation of advanced capital 
management approaches, actively refines and updates its risk measurement model and 
increases the management coverage ratio of the internal ratings-based approach. In addition, 
the Bank speeds up the construction of its risk management information system, integrates its 
risk database, strengthens its risk data governance, improves its risk reporting capability and 
earnestly promotes the application of big data and other technologies in risk management.

(2) Detailed measures on improving the daily operation efficiency, reducing operating cost and 
improving business performance of the Bank

The Bank has not made any commitment on the business performance with respect to the 
issuance of Preference Shares. In order to effectively utilize the proceeds of the preference 
share issuance, fully protect the interests of ordinary shareholders, especially minority 
shareholders, the Bank will take the following measures to enhance its business performance 
and the medium to long term investment returns for shareholders,

i. sturdy implementation of strategy. The Bank will persistently follow Xi Jinping Thought 
on Socialism with Chinese Characteristics for a New Era, and earnestly implement the 
important national decisions and plans made by the with the focus on the strategic goal 
of building “a world first-class bank in the new era”. The Bank will fully utilise its 
competitive advantages in globalization and business integration, to push ahead with 
key works related to the tasks of serving the real economy, preventing and controlling 
financial risks, and deepening reform and innovation. The Bank will persistently enable 
advancement through technology, drive development through innovation, deliver 
performance through transformation and enhance strength through reform. Last but not 
least, the Bank will adhere to the general principle of pursuing progress while ensuring 
stability and devote efforts in all areas regarding reform and development.

ii. strengthen internal capital generation capabilities. To continuously promote the Risk-
Return balance system which centers on capital and build new governance system of 
value creation, the Bank aims to develop the realization of high quality development 
with less capital consumption, more intensive operations, and more effective 
management, so that the Bank may sustain high quality development. The Bank is 
dedicated to sustaining value creation, improving internal management system, and 
increasing the standard of precise capital management, in order to accelerate the 
development of capital-light business and upgrade the level of value creation.

iii. effective prevention and elimination of risks. Taking account of the overall economic 
and social development situation, the Bank attaches great importance to the prevention 
and mitigation of financial risks. The Bank continues to improve our comprehensive 
risk management system in order to safeguard our business development and contribute 
to financial stability. The Bank effectively guards against credit risks, steps up the risk 
control and prevention in key areas, makes further moves to mitigate the potential risks, 
deals with existing non-performing assets, and makes consistent efforts in compliance 
and internal control.
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iv. effectively manage and leverage proceeds from the issuance of the Preference Shares. 
The Bank will increase the capital management efficiency and fully leverage the 
proceeds from the issuance of the Preference Shares, so as to effectively remedy the 
dilution on current returns of the holders of ordinary shares as an effect of the issuance 
of the Preference Shares and to increase the level of returns on capital.

v. maintain stable return for shareholders, the Bank recognises the protection of 
shareholder’s interest of great importance, and will maintain a continuous and stable 
dividend policy, to provide shareholders with long term value

The Bank believes that the issuance of the Preference Shares will strengthen its capital 
base, improve its capital structure, to ensure the compliance with more stringent capital 
regulatory requirements, and thus has great significance in promoting healthy and sustainable 
development of the Bank.

6. Commitments of the Bank’s Directors and Senior Management on Effective Implementation 
of the Remedial Measures

The Bank’s directors and senior management will faithfully and diligently perform their duties 
and safeguard the legitimate rights and interests of the Bank and its shareholders. In order to 
ensure the measures to make up the return can be effectively implemented, the Bank’s Directors 
and senior management make the commitments pursuant to relevant provisions of CSRC, which 
include:

(1) Not funneling interests to any other entity or individual for free or under unfair conditions, or 
damaging the company’s interests by other means;

(2) Undertaking to regulate the post-related consumption;

(3) Undertaking not to engage in investment or consumption activities unrelated to the 
performance of duties using the Bank’s assets;

(4) Undertaking to link the remuneration system developed by the board of directors or the 
Personnel and Remuneration Committee to the implementation of the Bank’s remedial 
measures; and

(5) Undertaking to link the conditions for exercising the equity incentive proposed by the Bank 
to the implementation of the Bank’s remedial measures if the Bank releases equity incentive 
policy in the future.
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Appendix V

SHAREHOLDER RETURN PLAN FOR 2018
TO 2020 OF BANK OF CHINA LIMITED

With a view to further raising awareness in relation to returns to Shareholders and improving and 
effectively implementing the policy on cash dividends, pursuant to laws and regulations and relevant 
regulatory requirements including the Company Law of the People’s Republic of China, the Securities 
Law of the People’s Republic of China, the Circular of the China Securities Regulatory Commission 
on Further Implementation of Relevant Issues to Listed Companies’ Payment of Cash Dividends and 
the No.3 Guideline for the Supervision of Listed Companies — Cash Dividend Distribution of Listed 
Companies, the Board of Directors has formulated “Shareholder Return Plan for 2018 to 2020 of Bank 
of China Limited” (the “Plan”).

I. Basic Principles

1. Giving due consideration to returns to Shareholders while taking into account the Bank’s 
long-term interests, the overall interests of all Shareholders and the sustainable development 
of the Bank;

2. Distributing profits at the ratio provided in the Articles of Association of the Bank each year;

3. Adopting cash dividends as the preferred method of profit distribution; and

4. Maintaining a continuous and stable profit distribution policy.

II. Shareholder Return Plan for 2018 to 2020

1. The Bank will implement a positive profit distribution policy. It will maintain the 
consistency, reasonableness and stability of the cash dividends policy while ensuring the 
accuracy of information disclosed in relation to cash dividends.

2. The Bank may distribute dividends in cash, stocks or a mix of cash and stocks.

3. Other than in special circumstances, if the Bank is profitable and the cumulative 
undistributed profits are positive in a given year, it will distribute dividends in cash, and 
the profits distributed in cash in a given year shall be no less than 10% of after-tax profits 
attributable to the ordinary Shareholders of the Bank. The special circumstances referred to 
above include: undertaking significant investments; the Bank’s capital adequacy ratio falling 
below the level required by the CBIRC and other regulatory institutions of the Bank, or such 
regulatory institutions adopting regulatory measures restricting the payment of dividends by 
the Bank; and the occurrence of any force majeure event, including war and natural disaster, 
which has a material effect on the Bank’s operations.
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4. When the Bank is operating under favorable conditions and the Board of Directors believes 
that the Bank’s share price does not match the size of its share capital, and that the 
distribution of stock dividends would be in the best interests of all Shareholders of the Bank, 
the Bank may formulate a proposal for the distribution of stock dividends provided that the 
abovementioned conditions for distributing cash dividends have been met. The distribution of 
stock dividends shall be subject to authorization at a Shareholders’ meeting and approval by 
the CBIRC.

III. Decision-making and Supervisory Mechanisms on the Formulation, Implementation and 
Amendment of the Plan

1. The Board of Directors of the Bank shall formulate the Plan in accordance with relevant laws 
and regulations, regulatory requirements, the Articles of Association of the Bank and the 
specific prevailing circumstances, in consideration of the opinions of all of the Shareholders 
(especially small and medium-sized Shareholders), the Independent Directors and the Board 
of Supervisors. The Plan will be implemented after consideration and approval by both the 
Board of Directors and the Shareholders’ meeting.

2. The Bank may amend the Plan on the occurrence of any of the following: any force majeure 
event, such as war or natural disaster; any material change to regulatory policy; any change 
to the external operating environment of the Bank that has a material impact on the Bank’s 
operations; or any material change to the Bank’s state of operations.

Any amendment of the Plan should be first considered specifically by the Board of Directors, 
with the Board to identify in detail the reasons for such change and prepare a written report 
on point which also considers fully the opinions of Independent Directors. Such report should 
ultimately be submitted to the Shareholders’ meeting for consideration and approval.

3. Where the cash dividends ratio fails to reach the ratio provided in the Articles of Association 
of the Bank due to special circumstances as described above, the Board of Directors shall 
explain the reasons for this in the relevant proposal submitted to the Shareholders’ meeting. 
Where the Bank fails to pay cash dividends due to the special circumstances, the Board 
of Directors shall provide an express explanation of various matters, such as the specific 
reasons for the failure, the exact purpose of the retained earnings and the expected return on 
investment. Once the comments of the Independent Directors are received, such explanation 
shall be submitted to the Shareholders’ meeting for consideration, and shall also be disclosed 
in the disclosure statements made by the Bank.

4. The Bank encourages small and medium investors and institutional investors to actively 
participate in the decision-making process for profit distribution. Where applicable laws, 
administrative regulations and listing rules of the place of listing permit, the bank shall 
provide the network voting method for shareholders when reviewing the profit distribution 
scheme. Before the specific plan for distribution of cash dividends is deliberated at the 
Shareholders’ meeting, the Shareholders’ Meeting of the Bank should communicate with 
Shareholders, in particular small and medium-sized Shareholders, through various channels 
so as to give appropriate attention to their opinions and requests and promptly respond to 
their concerns.
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IV. The Shareholder return referred to in this Plan applies to the return to ordinary Shareholders only. 
Returns to the Preference Shareholders shall be subject to the Articles of Association of the Bank 
and the relevant contents of the plan on the issuance of Preference Shares. Any matter not covered 
in the Plan shall be governed by relevant laws and regulations, normative documents and the 
Articles of Association of the Bank. This Plan shall be interpreted by the Board of Directors of the 
Bank and shall take effect from the date of approval at the Shareholders’ meeting of the Bank.


