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Chapter 1 Corporate Information

1. Basic Corporate Profile
Legal Name of the Company
FRIRTTIR AR A R) (abbreviated as A RERTT)
English Name of the Company
ZHONGYUAN BANK CO., LTD." (abbreviated as ZYBANK)
Registered Office

Zhongke Golden Tower, No. 23 Shangwu Waihuan Road, Zhengdong New District CBD,
Zhengzhou, Henan Province, PRC

Headquarters in China

Zhongke Golden Tower, No. 23 Shangwu Waihuan Road, Zhengdong New District CBD,
Zhengzhou, Henan Province, PRC

Principal Business Place in Hong Kong

40/F, Dah Sing Financial Centre, 248 Queen’s Road East, Wanchai, Hong Kong

! Zhongyuan Bank Co., Ltd. is not an authorized institution within the meaning of the Banking Ordinance
(Chapter 155 of the Laws of Hong Kong), not subject to the supervision of the Hong Kong Monetary
Authority, and not authorized to carry on banking and/or deposit-taking business in Hong Kong.
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Chapter 1 Corporate Information

Board of Directors?

Executive Director:
Mr. GUO Hao (Chairman)

Non-Executive Directors:

Ms. ZHANG Qiuyun
Mr. FENG Ruofan
Ms. ZHANG Shu

Independent non-executive Directors:

Mr. XU Yiguo

Ms. ZHAO Zijian
Mr. WANG Maobin
Mr. PAN Xinmin
Mr. GAO Pingyang

On April 6, 2023, Mr. XU Nuojin, an executive Director and the chairman of the Board of the Bank,
tendered his resignation to the Board and resigned as the chairman of the second session of the Board,
an executive Director and the chairman of the Strategy and Development Committee of the Board of the
Bank due to change of work arrangement. For more details, please refer to the Bank’s announcement
dated April 6, 2023.

On May 8, 2023, the Bank held the 2023 first extraordinary general meeting to consider and approve the
appointment of Mr. GUO Hao as an executive Director of the second session of the Board of the Bank.
The qualifications of Mr. GUO Hao as a Director were approved by the National Financial Regulatory
Administration Henan Office (formerly known as the China Banking and Insurance Regulatory Commission
Henan Office) on May 12, 2023. On May 15, 2023, Mr. GUO Hao was elected as the chairman of the
Board of the Bank at a Board meeting of the Bank. The qualifications of Mr. GUO Hao as the chairman
of the Board were approved by the National Financial Regulatory Administration Henan Office (formerly
known as the China Banking and Insurance Regulatory Commission Henan Office) on June 12, 2023. For
more details, please refer to the announcements of the Bank dated April 14, 2023, May 8, 2023, May 15,
2023 and June 12, 2023 and the circular of the Bank dated April 14, 2023.

On October 8, 2023, Mr. WANG Jiong, an executive Director and the vice chairman of the Board,
tendered his resignation to the Board and resigned as the vice chairman of the second session of the
Board, an executive Director, the chairman of Consumer Rights Protection Committee, the member of
the Strategy and Development Committee, the member of Risk Management Committee and the member
of Related Party Transactions Control Committee of the Board of the Bank due to work adjustment, and
at the same time, resigned as a candidate for the executive Director for the third session of Board of the
Bank. For more details, please refer to the Bank’s announcement dated October 8, 2023.

On October 12, 2023, the Bank held the 2023 second extraordinary general meeting to elect Mr. GUO
Hao as an executive Director of the third session of the Board of the Bank, re-elect Ms. ZHANG Qiuyun
as a non-executive Director of the third session of the Board of the Bank, elect Mr. FENG Ruofan and
Ms. ZHANG Shu as non-executive Directors of the third session of the Board of the Bank, and elect Mr.
XU Yiguo, Ms. ZHAO Zijian, Mr. WANG Maobin, Mr. PAN Xinmin and Mr. GAO Pingyang as independent
non-executive Directors of the third session of the Board of the Bank, respectively. The qualifications of
Mr. FENG Ruofan, Ms. ZHANG Shu, Mr. XU Yiguo, Ms. ZHAQO Zijian, Mr. WANG Maobin, Mr. PAN Xinmin
and Mr. GAO Pingyang as Directors were approved by the National Financial Regulatory Administration
Henan Office on November 8, 2023. On November 28, 2023, the Bank held the 1st meeting of the third
session of the Board and elected Mr. GUO Hao as the chairman of the Board of the Bank. For more
details, please refer to the announcements of the Bank dated September 21, 2023, October 12, 2023
and November 28, 2023 and the circular of the Bank dated October 12, 2023.
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Chapter 1 Corporate Information

Legal Representative?®
Mr. GUO Hao
Authorized Representatives*

Mr. GUO Hao
Ms. CHAN Yin Wah

Company Secretary®

Ms. CHAN Yin Wah

Unified Social Credit Code
9141000031741675X6

Financial License Institution Number
B0615H241010001

Auditors

PRC Auditors

KPMG Huazhen LLP
8/F, KPMG Tower E2, Oriental Plaza, 1 East Chang’an Avenue, Dongcheng District, Beijing,
PRC

International Auditors

KPMG (Public Interest Entity Auditor registered in accordance with the Accounting and
Financial Reporting Council Ordinance)
8/F, Prince’s Building, 10 Chater Road, Central, Hong Kong

Legal Advisors as to PRC mainland Laws

King & Wood Mallesons
17-18/F, East Tower, World Financial Center, 1 Dongsanhuan Zhonglu, Chaoyang District,
Beijing, PRC

2 On June 25, 2023, the legal representative of the Bank was changed to Mr. GUO Hao with the approval
of the Administration for Market Regulation Henan Province.

% On October 12, 2023, Mr. ZHANG Ke and Mr. JIA Tingyu resigned as the authorized representatives
of the Bank due to work adjustment, and Mr. GUO Hao and Ms. CHAN Yin Wah were appointed as
the authorized representatives of the Bank to replace the vacancies arising from the resignation of
/\O//r. ZHANG Ke and Mr. JIA Tingyu. For more details, please refer to the Bank’s announcement dated

ctober 12, 20235.

& On October 12, 2023, Mr. ZHANG Ke resigned as the joint company secretary of the Bank due to work
adjustment, and Ms. CHAN Yin Wah, another joint company secretary of the Bank in compliance with
Rule 3.28 of Listing Rules for recognized academic and professional qualifications, remained in office
and served as the company secretary of the Bank. For details, please refer to the Bank’s announcement
dated October 12, 2023.
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Legal Advisors as to Hong Kong Laws

Paul Hastings
22/F, Bank of China Tower, 1 Garden Road, Hong Kong

H Share Registrar

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong

Domestic Shares Trustee Agency

China Securities Depository and Clearing Corporation Limited

Western Hall, 2/F, Shenzhen Stock Exchange Building, 2012 Shennan Avenue, Futian District,
Shenzhen

H Share Stock Code

1216

Investor’s Enquiry

Website Address:

www.zybank.com.cn

Contact Telephone No.:
(86) 0371-85517898

Fax:
(86) 0371-85519888

Email:

dongshihui@zybank.com.cn
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Chapter 1 Corporate Information

2. Company Profile

Established in December 2014, Zhongyuan Bank is a provincial corporate bank with institutions
and outlets covering the whole Henan province. Zhongyuan Bank was listed on the Main
Board of the Hong Kong Stock Exchange in July 2017. In May 2022, Bank of Luoyang, Bank of
Pingdingshan and Bank of JZCTS were merged and absorbed into the Bank with the approval
of the former CBIRC.

At present, Zhongyuan Bank operates 18 branches with over 700 business outlets, one
consumer finance company, two financial leasing companies and 14 county banks. The Bank’s
total assets exceeded RMB1.3 trillion and the number of employees was nearly 20,000. With
its excellent operating results and high-quality financial services, Zhongyuan Bank has won
widespread praise from all walks of life, and was awarded “Ten Best City Commercial Banks
of the Year (FE+{EH MR EIRTT)”, “Top Ten Iron-horse Banks (# 5 T1£8R1T)", “Best Listed
Company (&£ EMAA])", “Outstanding City Commercial Bank of the Year (%&£ i pg17)”
“Top 500 Listed Chinese Companies published by The Fortune in 2023 (2023 F (8f=E) &
LET/AF 500 58)", and other honors. Zhongyuan Bank ranked 145th amongst the top 1,000
banks in the world by The Banker (UK) in 2023, and its social reputation and brand influence
continued to enhance.

Zhongyuan Bank will continuously adhere to the guidance of Xi Jinping Thought on Socialism
with Chinese Characteristics for a New Era, strive for the goal of “building a first-class city
commercial bank” proposed by Henan Provincial Party Committee and concentrate on the
mission positioning of “being the bank of people themselves in central China”. The Bank
adheres to the principles of “the Party’s leadership as the soul, the Party Committee and
the government as the reliance, the market environment as the environment, the institutional
nature as a bank, the asset quality as life and the operating results as the fundamentals”, and
keeps on rooting in, cultivating, relying on, and serving central China (“ZiRH R - FHFP R
KRR - REHR"), and makes new and greater contributions to write a more splendid and
glorious chapter of central China on a new journey of the new era.

6 ZHONGYUAN BANK CO., LTD.



Chapter 1 Corporate Information

Major Honors in 2023

On January 10, 2023, the Bank won the 16th Golden Cicada Award - “Award for City Commercial
Banks in 2022 (2022 FE M 175E)".

On March 9, 2023, the Bank won the Golden Tripod Awards - “Most Competitive Digital
Innovation Award for Small and Medium Banks of the Year (FE & A S HH/NRITEF( Al
#4%)” and “Best Wealth Management Brand Awards of the Year (FEREN EEIERIEE)".

On March 10, 2023, the Bank won the “Award for Top 10 Retail Banks — City Commercial
Banks (1T TEZTERITE)".

On April 18, 2023, the Bank won the “2022 ‘China Financial Institutions Gold ListeGolden
Dragon Award’ Best Socially Responsible Bank (“2022' Bl & R IBE S R iEe o R FELEE
EERIT")".

On May 17, 2023, the Bank won the “Best Socially Responsible Bank in 2022 (2022 FE&1E
& & TER1T)" awarded by the Financial Times.

On May 20, 2023, the Bank won the Prize for “Best Ten Small and Medium Banks for ‘Iron-horse
Banks’ (#5 T £/ RTT)" for 2022,

OnMay 26, 2023, the Bank won the “2022 Henan Socially Responsible Enterprises ‘Extraordinary
Decade of Special Contributions’ Award (2022 At EEDE IEN T F I B B 28).

On July 5, 2023, the Bank ranked 145th amongst the Top 1,000 World Banks 2023 by The
Banker (UK).

On July 11, 2023, the Bank was included in the Top 500 Listed Chinese Companies published
by The Fortune in 2023.

On July 14, 2023, the Bank won the “Tianji Award for Golden Brand Bank of the Year 2023
(2023 FE S ERITREREE)".

On November 20, 2023, the Bank won the Golden Tangerine Award for “Financial Institution
with High-quality Development of the Year 2023 (2023 FEmE 2% E & B#iE)".

On December 12, 2023, the Bank won the “Award for Outstanding Brand Value Bank of the
Year (FEE2 B R EEEIRTTE) and the “Award for Pioneer Bank for Inclusive Finance of the
Year (FEEHE 4RI 5$24R1T788)” of 21st Financial and Economic Honors in Hexun.com.

On December 12, 2023, the Bank won the Central China ESG “Emerging Enterprise (¥7185{®
%)” Award of 2023 Dahe Fortune China Forum.

On December 27, 2023, the Bank won the “Best Brand Construction Bank of the Year 2023

(2023 FEREMRBEERIETT)” of 2023 China Financial Institutions Gold List Golden Dragon
Award.

2023 ANNUAL REPORT 7



Chapter 2 Financial Summary

For the year ended December 31,

2023 vs
2022 2022 2021 2020 2019

(Expressed in millions of RMB, except percentages, unless otherwise stated)

Rate of

Operating Results Change (%)
Net interest income 22,263.0 21,276.3 46 16,693.0 16,565.0 15,707.7
Net fee and commission income 1,318.5 1,783.1 (26.1) 1,932.5 1,786.4 1,767.5
Operating income 26,183.4 25,611.2 2.2 19,282.8 19,4278 19,021.8
Operating expenses (10,861.8) (10,278.0) 5.7 (7,143.5) (7,118.6) (7,486.3)
Impairment losses on assets (12,559.7) (11,189.5) 12.2 (7,640.2) (7,848.6) (7,148.3)
Profit before tax 2,957.1 4,307.7 (31.4) 45984 4,449.0 4,360.6
Net profit 3,206.3 3,825.1 (16.2) 3,633.3 3,354.7 3,206.0
Net profit attributable to

equity shareholders of the Bank 3,221.0 3,650.2 (11.8) 3,565.0 3,300.8 3,163.8

Rate of

Calculated on a per share basis (RMB) Change (%)
Net assets per share attributable to

equity shareholders of the Bank'! 2.15 2.07 3.9 2.57 2.42 2.35
Earnings per share® 0.07 0.10 (30.0) 0.15 0.14 0.13
Profitability Indicators (%) Change
Return on average total assets® 0.24 0.37 (0.13) 0.48 0.46 0.48
Return on average equity® 3.1 4.35 (1.24) 5.99 5.70 5.52
Net interest spread® 1.56 1.89 (0.33) 2.13 2.36 2.58
Net interest margin® 1.73 2.06 (0.33) 2.31 2.48 2.67
Net fee and commission income

to operating income 5.04 6.96 (1.92) 10.02 9.20 9.29
Cost-to-income ratio” 40.07 39.05 1.02 35.95 35.61 38.45

8 ZHONGYUAN BANK CO., LTD.



Chapter 2 Financial Summary

December 31, 2023 vs  December 31,  December 31,  December 31,
2023 2022 2022 2021 2020 2019
(Expressed in millions of RMB, except percentages, unless otherwise stated)
Capital adequacy ratio indicators® (%) Change
Calculated based on the Regulation Governing Capital of
Commercial Banks (Provisional)
Core Tier-one capital adequacy ratio 8.10 7.98 0.12 8.70 8.59 8.51
Tier-one capital adequacy ratio 10.44 9.47 0.97 10.39 10.35 10.31
Capital adequacy ratio 11.64 11.83 (0.19) 13.30 13.20 13.02
Total equity to total assets 7.20 7.06 0.14 8.12 7.84 8.15
Asset quality indicators (%) Change
Non-performing loans to total loans”! 2.04 1.93 0.1 2.18 2.21 2.23
Allowance for loan impairment losses
to non-performing loans!™ 154.06 157.08 (3.02) 153.49 153.31 151.77
Allowance for loan impairment losses
to total loans'"" 3.15 3.03 0.12 3.35 3.39 3.39
Other indicators (%)
Loan-to-deposit ratio 84.47 82.69 1.78 86.56 84.01 77.71
Rate of
Scale indicators Change (%)
Total assets 1,346,446.5 1,326,736.4 15 768,233.3 757,482.5 709,885.0
Of which: Net loans and advances
to customers 689,869.4 666,892.4 34 378,116.5 347,656.8 291,230.1
Total liabilities 1,249,558.3 1,233,101.9 1.3 705,853.7 698,127.2 652,054.0
Of which: deposits from customers 859,783.8 845,257.2 17 455,692.2 431,341.4 389,731.5
Share capital 36,549.8 36,549.8 - 20,075.0 20,075.0 20,075.0
Equity attributable to equity
shareholders of the Bank 92,504.6 89,228.4 3.7 61,210.1 58,2615 56,7447
Non-controlling interests 4,383.6 4,406.1 (0.5) 1,169.5 1,093.8 1,086.3
Total equity 96,888.2 93,634.5 35 62,379.6 59,355.3 57,831.0
2023 ANNUAL REPORT 9



Chapter 2 Financial Summary

Notes:

(1)

10

Calculated by dividing equity attributable to equity holders of the parent company after deduction of
other equity instruments at the end of the reporting period by the total number of ordinary shares at the
end of the reporting period.

The ratio of net profit (net of dividends of preference shares distributed during the year) attributable to
shareholders of the Bank to weighted average number of ordinary shares.

Represents net profit for the period as a percentage of average balance of total assets at the beginning
and the end of the period.

Calculated based on the “Rules on the Preparation and Submission of Information Disclosed by
Companies that Offer Securities to the Public No. 9 — Calculation and Disclosure of Return on Net
Assets and Earnings Per Share” (Revision 2010) issued by China Securities Regulatory Commission.
Represents net profit attributable to shareholders of the Bank for the period as a percentage of weighted
average balance attributable to shareholders of the Bank for the period.

Calculated as the difference between the average yield on total interest-earning assets and the average
cost of total interest-bearing liabilities, calculated based on daily average of the interest-earning assets
and the interest-bearing liabilities.

Calculated by dividing net interest income by the daily average balance of total interest-earning assets.
Calculated by dividing operating expenses after deduction of taxes and surcharges by operating income.
The Regulation Governing Capital of Commercial Banks (Provisional) was issued on June 7, 2012 and
came into effect on January 1, 2013 by replacing the Administrative Measures for Capital Adequacy

Ratio of Commercial Banks.

Calculated by dividing total non-performing loans and advances to customers by gross loans and
advances to customers. Gross loans and advances to customers are exclusive of accrued interest.

Calculated by dividing allowance for impairment losses on loans and advances to customers by total
non-performing loans. Total allowance for impairment losses on loans and advances to customers
included allowance for impairment losses on loans at amortized cost and allowance for impairment
losses on loans at fair value through other comprehensive income.

Calculated by dividing allowance for impairment losses on loans and advances to customers by gross
loans and advances to customers.

ZHONGYUAN BANK CO., LTD.
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Chapter 3 Chairman’s Statement

The year 2023 marked the beginning of the comprehensive implementation of the guiding principles
of the 20th National Congress of the Communist Party of China (the “Party”). Halfway through the
execution of the national “14th Five-Year Plan”, China has embarked on the journey of building
itself into a modern socialist country in all respects in the past year. During the year, Zhongyuan
Bank further implemented the decisions and plans made by the Provincial Party Committee and
the Provincial People’s Government of Henan Province, took rigorous measures to comply with the
regulatory authorities’ requirements, committed to seeking progress while maintaining stability,
upholding fundamental principles and breaking new ground. Following and reinforcing the Party’s
leadership, the Bank continuously enhanced corporate governance and fulfilled its function of
serving the real economy, thus devoting itself to economic and social development. With all-out
efforts to control new exposure while addressing the existing ones to prevent and mitigate risks, the
Bank persistently deepened reform, bolstered internal management, and fortified its development
foundation, moving forward to accomplish its objective of “building a first-class urban commercial
bank and a good bank” with courage.

Entering the new stage of development in 2023, the Bank has affirmed that “as a banking
institution, it needs the Party’s leadership as spiritual support and the guidance of the Provincial
Party Committee and the Provincial People’'s Government, and market economy as environment,
asset quality as its lifeblood and operating results as its root”. With a much clearer direction and
trajectory for development, the Bank has achieved a steady and solid overall improvement. The
Bank’s total assets reached RMB1,346.446 billion, with an operating income of RMB26.183 billion.
The net profit amounted to RMB3.206 billion. These accomplishments are the result of the collective
efforts of our cadres and staff, as well as the support and care from the Party Committees and
People’s Governments at all levels, industry regulators, and various sectors of society. We are also
grateful for the trust and loyalty of our customers and business partners, as well as the support
and trust of our Shareholders.

12 ZHONGYUAN BANK CO., LTD.



Chapter 3 Chairman’s Statement

Over the past year, the reinforced Party’'s leadership fundamentally guaranteed our high-quality
development. Under the guidance of the Provincial Party Committee and the Provincial People’s
Government of Henan Province, Zhongyuan Bank thoroughly studied and implemented Xi Jinping
Thought on Socialism with Chinese Characteristics for a New Era. Following the “two consistent
principles”, we made improvements to our Party committee system. Apart from establishing the
special secretary meeting system and refining the list of matters within the scope of the “three
critical and one important” and the procedures for a Party committee’s consideration and decision-
making, we reinforced the Party’s leadership within our operational entities and subsidiaries,
seamlessly integrating the enhancement of the Party’s leadership in financial initiatives throughout
our operation, management, reform and development endeavors. Taking enhancing the Party’s
political building as the overarching principle, we carried out high-quality thematic education
initiatives and integrated efforts in promoting theoretical study, investigations and research,
development, thorough examinations and rectifications, and establishment of comprehensive rules
and regulations, strengthening the organizational support necessary for achieving high-quality
development. Adhering to the principle of the Party supervising the performance of officials, the
Bank established a clear guide for selection and employment that prioritizes political awareness,
competence, and style while taking into account political standards, performance-oriented
evaluations, grassroots experience, and bottom line of risk control, with the aim to cultivate a
loyal, clean-fingered and responsible team of high-quality financial professionals and talented
individuals. Furthermore, in response to the strengthened full and strict governance of the Party,
we deepened our commitment to strict control over the entire bank and overall supervision by
continuously promoting reform with cases, reshaping our clean financial culture, and building a
robust ideological foundation to combat corruption and prevent moral degeneration.

Over the past year, improving corporate governance served as a crucial initiative of our high-
quality development. Remaining true to the nature of being a provincial enterprise that operates
in the financial industry, we pursued the modernization of our corporate governance system and
governance capacity as a practical approach for the high-quality development of Zhongyuan Bank.
Constant improvements were made to our internal governance mechanisms, ensuring the scientific
operation of the general meeting, standardizing decision-making by the Board of Directors,
providing effective supervision by the Board of Supervisors, and facilitating efficient execution
by the senior management. Moreover, our efforts over the past year also included successfully
completing the renewal of the Board of Directors and the Board of Supervisors, comprehensively
revising and optimizing our corporate governance system, fulfilling our obligation of information
disclosure in a strict manner and expanding the channels through which Shareholders can access
information, ensuring that they can exercise their rights in accordance with the law. Effectively
leveraging the role of each corporate governance body, we consolidated the foundation of
high-quality development through a scientifically structured and efficiently operated corporate
governance system to further build up our positive social image.

2023 ANNUAL REPORT 13



Chapter 3 Chairman’s Statement

Over the past year, serving the real economy functioned as a powerful approach to our high-quality
development. By persistently adhering to the coexistence and common prosperity of finance and
entities, we gave full support to key areas and weak links, and proactively strengthened the flow of
risk-weighted assets to safeguard the provision of general loans. We intensified efforts in serving
key areas such as “Ten Strategies”, key projects, small and micro enterprises and weak links
in financial services. As of the end of 2023, Zhongyuan Bank cumulatively delivered a credit
supply of RMB157.2 billion to the sectors covered by the “Ten Strategies” and granted loans of
RMB41.2 billion to key projects; additional loans of RMB17.248 billion were provided for 28 key
industrial chains. The Bank ranked first in respect of the number of accounts and amount of loans
to enterprises that apply special, sophisticated techniques to produce unique and novel products
in the province; loans to small and medium-sized technology companies ranked second in the
province. The Bank has effectively fulfilled its responsibility as a provincial corporate bank and has
steadfastly developed itself into a leader of financial institutions in Henan Province.

Over the past year, risk prevention and control measures practically supported our high-quality
development. By focusing on steady operation and persisting in high consistency between our
business development and risk control abilities, we persevered in improving the risk control system
to firmly safeguard our risk control capabilities. Under the guidance of strategic objectives, we fully
factored risk control into our business management. By clarifying risk preference, optimizing risk
control structure, and giving full play to the regulatory role of policies and systems, management
criteria, system controls and risk tools, we formed a comprehensive and complete risk control
system covering the credit risk, market risk, operational risk and liquidity risk. We conscientiously
implemented the mechanism to liquidate non-performing assets and restore their mobility
proposed by Henan Province by setting up a special crew for liquidating non-performing assets
and restoring their mobility to clarify responsibilities at all levels and work with governments, public
security authorities and courts to complete the annual task of liquidation and restoring mobility
of non-performing assets proposed by the provincial government. We strengthened the concept
of prudent compliance operation, improved the internal risk control mechanism, optimized the
compliance management mechanism, and integrated the concepts of “compliance creating value”
and “compliance promoting development” into the whole process of operation and management,
and our risk management and control capabilities have been significantly enhanced.

14 ZHONGYUAN BANK CO., LTD.



Chapter 3 Chairman’s Statement

Over the past year, deepening reform strongly sustained our high-quality development. 2023 was
the first year for Zhongyuan Bank to exhibit its results of reform and restructuring, requiring us
to achieve steady development and prevent systematic financial risks while maintaining integrity
and innovation and laying a solid foundation to better underpin support for the economic and
social development of Henan Province. As instructed by the main leaders of the Provincial Party
Committee and the Provincial People's Government of Henan Province, Zhongyuan Bank will
continue to deepen reform, promote the follow-up work of the merger by absorption in an orderly
manner, and steadily promote optimization and adjustment of the organizational structure. With a
distinct performance-oriented mechanism, we optimized the assessment and pricing strategy to
steadily achieve solid performance, improve the quality of development and explore high-quality
development. We efficiently completed the merger of the domestic share equity of the original
three banks by absorption and its trusteeship under China Securities Depository and Clearing
Company Limited. Substantial progress has been made in the reform of village banks to eliminate
risks. RMB10 billion Perpetual bonds were offered with high subscription multiples and low interest
rates when issued, and we have therefore built up our capital strength and effectively boosted our
development potential, further consolidating the high-quality development of Zhongyuan Bank.

“Set sail if the wind and the time are right; forge ahead even when the task and the road are
tough”. For the financial industry, high-quality financial development is the major goal and task on
a new journey in the new era, serving as a contribution to building China into a powerhouse and
facilitating the great rejuvenation of the Chinese nation. Zhongyuan Bank, adhering to the guidance
of Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era, will fully implement
the guiding principles of the 20th National Congress of the Party, the Second Plenary Session
of the 20th Central Committee of the Party, the Central Economic Work Conference, the Central
Financial Work Conference, and the important statements, instructions, and directives made or
given by General Secretary Xi Jinping. Also, the Bank will thoroughly execute the decisions and
plans proposed by the Provincial Party Committee and the Provincial People’s Government of
Henan Province. Bearing our missions and responsibilities in mind, we will dedicate our work to
serving the local economic development, helping realize people’s aspirations for a better life, and
making a greater contribution to the construction of modern Henan Province and the achievement
of more remarkable results in the revitalization of Henan Province in the new era.

2023 ANNUAL REPORT 15
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Chapter 4 President’s Statement

2023 was the beginning year for thorough implementation of the spirit of the 20th National Congress
of CPC and the first full fiscal year after the completion of the Merger by Absorption of Zhongyuan
Bank. In the face of a once-in-a-century major transformation and accelerated evolution, the
external environment has undergone profound changes. The global economy and financial markets
are facing numerous challenges in this complex environment. However, the Bank stayed true to
its original aspiration and mission of serving economic and social development. With the vision of
building a first-class city commercial bank, it has developed a deeper understanding of the essence
and laws of finance. With the hope of serving the country and the people by delivering financial
services, it has bolstered operation and management, further deepened reform, and gone all out
to control new non-performing assets while disposing of old ones to promote the steady progress
of Zhongyuan Bank’s high-quality development, giving full play to the leading role of its Party
building. At the end of the Reporting Period, our total assets amounted to RMB1,346.446 billion;
the balance of all deposits amounted to RMB837.522 billion; the balance of all loans amounted to
RMB707.462 billion. The annual operating income and net profit achieved RMB26.183 billion and
RMB3.206 billion, respectively; RMB2.492 billion of all taxes was paid; the cost-to-income ratio
was 40.07%; non-performing loans to total loans was 2.04%.

We understand well that achieving high-quality development means leveraging on the leading role
of Party building from cover to cover to march forward with certainty. Taking a firmer stance on
political matters, Zhongyuan Bank pragmatically proceeded with high-quality development led by
high-quality Party building. The Bank upholds the leading role of Party building in its financial work.
It synchronizes strategies and plans for Party building and business operations so that the targets
of its Party building can be aligned with those of its business operations in terms of direction,
pace, and implementation, thereby Party building is deeply integrated into business operations.
In the past year, under the strong leadership of the Provincial Party Committee and the Provincial
People’s Government of Henan Province, we took further steps to conduct thematic workshops
and undertook a lot of research and study, through which we solved urgent and thorny problems
affecting the Bank’s high-quality development, customers, and employees and came up with quite
a few effective and practical measures which are beneficial to the high-quality development. In
this way, we have turned Xi Jinping Thought on Socialism with Chinese Characteristics in the New
Era into a powerful force that helps our people affirm their ideals, enhance their qualities as Party
members in practice, guide their practice, and deliver better services.

We understand well that achieving high-quality development means fulfilling our original aspirations
to serve the bigger picture. Never forgetting our duties and missions as a provincial corporate bank,
we remained committed to serving Henan province’s blueprint of economic and social development
by disposing of and acquiring risk-weighted assets and doubling efforts to expand the financing
scale and optimize the financing structure. We also prioritized investment of funds in programs
for key areas such as the “Ten Strategies” initiative, the building of a modern industrial system,
and technology innovation finance and for weak links in the financial services to empower the real
economy. In 2023, we invested a total of RMB226.5 billion to support the “Ten Strategies” initiative,
of which RMB71.056 billion was invested in major projects. We focused on seven major industrial
clusters and 28 industrial chains and competed for high-quality projects and key customer groups,
with additional investments of RMB17.248 billion in the key enterprises in the industrial chains;
total loans extended to enterprises that apply specialized, sophisticated techniques to produce
unique and novel products amounted to RMB3.38 billion, ranking us first in this regard among the
banks in the province; the balance of loans to small and medium-sized technology companies was
RMB1.111 billion, ranking us second in this regard among the banks in the province.
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We understand well that achieving high-quality development means bearing people’s interests in
mind to create value. Essentially, finance exists to serve the people, which is also where the value
of financial work lies. Zhongyuan Bank is always aware that its financial work involves following
the leadership of the Party, protecting people’s interests, and providing professional services.
Dedicated to the top priorities of China and devoting itself to serving the country by delivering
financial services, we have become more willing to serve and integrate our development into the
new development pattern, satisfy the diverse financial needs of the people, and build the people’s
bank in central China. With the philosophy of “creating value for customers” deeply rooted in our
mind, we tend to acquire massive customers online in an organized and integrated manner, conduct
business operations by tier, group, and region, and further cultivate the key customer groups such
as customers of our payment agency services, senior citizen customers, customers of our social
security card services, and new citizens of Henan province, while vigorously expanding our wealth
management business and agency sales business. In 2023, the number of new effective accounts
of our retail banking business reached 360,000; the number of mobile banking accounts reached
13.67 million, ranking us second in this regard among the country’s urban commercial banks; the
annual sales value of wealth management products for high-net-worth individuals amounted to
RMB21.8 billion, ranking us first in terms of market share among the banks in the province. We
further tapped into the value of county-level banking by giving better play to the functions of the
five-in-one service system encompassing county branches, township sub-branches, self-service
outlets, inclusive financial service outlets, and mobile banking and forming a service model
featuring mutual collaboration to provide customers with full life-cycle, end-to-end services in all
dimensions and deepen customer relationship. In 2023, the balance of deposits taken through our
county banking business and the rural savings deposits increased by RMB23.5 billion.

We understand well that achieving high-quality development means maintaining robust operations
to guard against risks. We prevent systemic risks to protect the vital part of financial security.
Zhongyuan Bank always tries to understand financial risks and improve risk management from the
perception of overall national security. To cultivate a sound risk culture and execute an effective
risk control strategy, we have accelerated the development of a comprehensive risk management
system, redoubled compliance management efforts, improved the compliance systems, promoted
the enhancement of the functions of the anti-money laundering system and the related party
transactions system, reinforced the prevention of compliance risks, and raised the level of internal
control and compliance. Among all the tasks of the Bank, reducing new non-performing assets and
managing the existing ones remained the top priority, so we promoted the construction of intelligent
risk control and improved the monitoring and control system to promptly identify and address risks.
Giving full play to the regulatory role of policies and systems, management criteria and system
controls, we strengthened whole-journey management of our credit business to effectively curb
the increase in non-performing loans. We did everything to promote the management of existing
non-performing loans. Particularly, we implemented the mechanism to liquidate non-performing
assets and restore their mobility proposed by Henan province by setting up a special crew for
liguidating non-performing assets and restoring their mobility in a centralized manner to work with
governments, public security authorities and courts to overcome obstacles and complete the task
of collective liquidation and restoring mobility of non-performing assets.
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We understand well that achieving high-quality development means building our development
on state-of-the-art technology. With the ongoing enhancement of its technology-enabled support
capacity, Zhongyuan Bank has planned to create a corporate-wide framework and initially formed
a bank-wide systematic, professional, collaborative, agile and intelligent framework. We have
formed a special team to establish a network of new-generation IT systems designed for the core
business to plan for such network in an orderly manner. In 2023, the domestic construction achieved
regulatory requirements, and the proportion of self-control over the Bank’s IT systems increased
to 71%. We have fortified our security system, and our performance in the National Cybersecurity
Defence Drill was commended by the Technology Department of the Head Office of the People’s
Bank of China in 2023. Driving the implementation of digital intelligence transformation projects,
we explored the application of large language model (LLM) technology by launching the generative
Al-enabled assistant services which have already been applied to five types of scenarios, including
compliance, human resources, meal services, workflow, and financial statement analysis, thus
initially forming the approach to LLM application in various scenarios.

We understand well that achieving high-quality development means deepening reform to lay solid
groundwork for business. Asinstructed by the Provincial Party Committee and the Provincial People’s
Government of Henan Province, Zhongyuan Bank has continued to promote the follow-up work of
the Merger by Absorption. We steadily and properly advanced the optimization and realignment
of the organizational structure and our township banks adopted measures to reform and mitigate
risks. Perpetual bonds worth RMB10 billion were offered with high subscription multiples and low
interest rates when issued, and we have therefore built up our capital strength and impressed
the market. Staying performance-oriented, we have improved our assessment measures and
pricing mechanisms to guide our operating institutions to achieve solid performance and increase
profits. We have formulated a mechanism for periodical budget gap analysis to strengthen the
implementation of budget targets. We implement a performance-based assessment system to
encourage our cadres and employees to work together to accomplish better performance. With full
promotion of increasing income and reducing expenditure, we have advocated a housekeeping
approach to reducing costs while improving quality and efficiency.

During this journey, we have been marching forward by overcoming obstacles with enthusiasm.
Standing at a new starting point, we are confident and willing to take action with insights into the
industry development trends and proceed with the exploration of differentiated development. We
will earnestly promote capital-lite, asset-lite, and cost-lite transformation. We will consolidate and
ride on the momentum of our promising development and serve high-quality development of the
real economy with the high-quality development of Zhongyuan Bank. Furthermore, we will exert
more endeavors to thoroughly implement the spirit of China’s central government and the decisions
and plans of the Provincial Party Committee and the Provincial People’s Government of Henan
Province. Through these efforts, we will create greater value for society and repay customers,
investors and all sectors of society for their trust and support.
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Past Economic and Financial Environment and Future Prospects

During the Reporting Period, as the effects of economic stimulus policies accumulated, global
economic growth showed resilience, inflationary pressures in developed economies generally
eased, the interest rate hiking cycle was nearing its end and the labor market remained
strong. In the future, as the policy effects continue to fade and the lagging impact of interest
rate hikes gradually emerges, the momentum of global economic growth will tend to weaken,
and factors such as the continued sluggish global trade, macroeconomic policy uncertainty in
developed economies, and geopolitical risks will also further affect global economic growth.

During the Reporting Period, the domestic economy rebounded and improved, with steady
improvementin supply and demand. The transformation and upgrading were actively promoted,
and employment and prices were generally stable, strongly and effectively safeguarding
people’s livelihood, and solidly promoting high-quality development. Gross domestic product
(GDP) amounted to RMB126,058.2 billion, representing a year-on-year increase of 5.2%.
Market sales recovered relatively quickly, with total retail sales of consumer goods amounting
to RMB47,149.5 billion, representing a year-on-year increase of 7.2%. The scale of investment
continued to expand, with fixed asset investment (excluding rural households) amounting to
RMB50,303.6 billion, representing a year-on-year increase of 3.0%. The import and export of
goods remained generally stable, with a total import and export volume of RMB41,756.8 billion,
representing a year-on-year increase of 0.2%. The consumer prices increased moderately,
with the consumer price index (CPI) rising by 0.2% over the previous year. Resident income
continued to increase, with per capita disposable income of RMB39,218, representing a
year-on-year increase of 6.1% in real terms. In the future, China’s economy will continue to
rebound and improve as more and more factors and conditions supporting the high-quality
development of China’s economy continue to accumulate.

During the Reporting Period, the economy of Henan Province was generally in the post-
epidemic period of recovery, repair and adjustment, and the province’'s economy showed a
trend of progress and higher quality amid stability with stronger momentum. The province's
GDP amounted to RMB5,913.239 billion, representing a year-on-year increase of 4.1%. The
industrial economy developed steadily, with the added value of the province’'s industrial
enterprises above designated size increasing by 5.0% year-on-year, 0.4 percentage point
higher than the national level. The consumer goods market recovered steadily, with the total
retail sales of consumer goods amounting to RMB2,600.445 billion, representing a year-on-
year increase of 6.5%. Residents’ income grew steadily, with per capita disposable income of
RMB29,932.9, representing a year-on-year increase of 6.1%. Foreign trade remained resilient,
with the total value of foreign trade imports and exports amounting to RMB810.79 billion,
ranking first in central China for 12 consecutive years.

During the Reporting Period, the Central Bank adhered to a prudent monetary policy,
strengthened counter-cyclicaladjustmentas appropriate, and coordinated the balance between
total volume and structure, quantity and price, and internal and external, effectively supporting
the development of the real economy. The monetary aggregates recorded reasonable growth,
with the balance of the broad money supply (M2) amounting RMB292.3 trillion, representing
a year-on-year increase of 9.7%. The total volume of credit grew reasonably, with the balance
of RMB and foreign currency loans of financial institutions reaching RMB242.2 trillion,
representing a year-on-year increase of 10.1%. Public financing saw a steady growth, with
existing public financing amounting to RMB378.1 trillion, representing a year-on-year increase
of 9.5%. The RMB exchange rate showed bi-directional fluctuations and gave full play to the
role as an automatic stabilizer of macroeconomics and international payments, remaining
basically stable at an appropriate and balanced level. Moving forward, the Central Bank will
continue to strengthen the counter-cyclical and cross-cyclical adjustment of macro policies,
keep the monetary policy flexible, moderate, precise and effective, enhance the consistency
of the macro policy orientation, to continuously promote the economy to achieve effective
improvement in quality and reasonable growth in quantity.
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Overall Operation Overview

During the Reporting Period, facing with the complex and severe internal and external situation
and based on the new development stage of Zhongyuan Bank, the Bank focused on the
goal of building a first-class city commercial bank, and concentrated on the development
positioning with “the Party’s leadership as the soul, the Party committee and the government
as the reliance, the market environment as the environment, the institutional nature as a bank,
the asset quality as life and the operating results as the fundamentals”. It made every effort
to control the new issues and redress the old issues, deepen the reform, strengthen the
management, focus on its main responsibility and main business, serve the real economy,
and effectively fulfill its responsibility as a provincial legal person bank, maintaining a good
development trend overall. The Bank ranked 145th amongst the Top 1,000 World Banks 2023
published by The Banker (UK), 35 places higher than the previous year. It ranked 475th
amongst the Top 500 Listed Chinese Companies published by The Fortune, making it the only
financial institution on the list in Henan Province.

The Bank adhered to the work principles of “adhering to seeking progress while maintaining
stability, integrity and innovation, the customer-centered philosophy, the enhancement
of comprehensive competitive advantages, the improvement of systems and mechanisms,
changes of working styles and the leadership of the Party building”, actively expanded
market, served customers, prevented risks, created profit, comprehensively deepened the
internal reforms, continuously optimized the structure of assets and liabilities, and strived
to create differentiated competitive advantages, maintaining a stable and positive business
development, and an increasingly solid foundation for high-quality development. As of the
end of the Reporting Period, the Bank's total assets amounted to RMB1,346,446 million,
representing an increase of RMB19,710 million or 1.5% as compared to the end of last year.
The total loans (excluding accrued interest) amounted to RMB707,462 million, representing
an increase of RMB23,387 million or 3.4% as compared to the end of last year. The balance
of deposits (excluding accrued interest) amounted to RMB837,522 million, representing an
increase of RMB10,202 million or 1.2% as compared to the end of last year. The operating
income was RMB26,183 million, representing a year-on-year increase of RMB572 million or
2.2%. The net profit was RMB3,206 million, the non-performing loan ratio was 2.04%, the
allowance coverage ratio was 154.06%, and the allowance to gross loan ratio was 3.15%. The
core tier-one capital adequacy ratio, tier-one capital adequacy ratio and capital adequacy
ratio were 8.10%, 10.44% and 11.64%, respectively, all of which satisfied the supervision
requirements.
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Analysis on Income Statement

For the year ended December 31, 2023, the Bank achieved operating income and net profit of
RMB26,183 million and RMB3,206 million.

For the year ended December 31,

Rate of
2022 Change change

(in millions of RMB, except percentages)

Interest income 50,705.1 43,614.0 7,091.1 16.3%
Interest expense (28,442.1) (22,337.7) (6,104.4) 27.3%
Net interest income 22,263.0 21,276.3 986.7 4.6%
Fee and commission income 2,680.6 2,779.4 (98.8) (3.6%)
Fee and commission expense (1,362.1) (996.3) (365.8) 36.7%
Net fee and commission income 1,318.5 1,783.1 (464.6) (26.1%)
Net trading gains 312.1 957.7 (645.6) (67.4%)
Net gains arising from investment securities 1,892.2 1,449.4 442.8 30.6%
Other operating income(" 397.6 144.7 252.9 174.8%
Operating income 26,183.4 25,611.2 572.2 2.2%
Operating expenses (10,861.8) (10,278.0) (583.8) 5.7%
Impairment losses on assets (12,559.7) (11,189.5) (1,370.2) 12.2%
Share of gains of joint ventures 195.2 164.0 31.2 19.0%
Operating profit 2,957.1 4,307.7 (1,350.6) (31.4%)
Profit before taxation 2,957.1 4,307.7 (1,350.6) (81.4%)
Income tax 249.2 (482.6) 731.8 N/A
Net profit 3,206.3 3,825.1 (618.8) (16.2%)
Net profit attributable to equity shareholders

of the Bank 3,221.0 3,650.2 (429.2) (11.8%)
Non-controlling interests (14.7) 174.9 (189.6) N/A
Note:

(1) Other operating income includes government subsidies, rental income, net gains arising from
disposal of property and equipment, etc.
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3.1 Net interest income, net interest spread and net interest margin

For the year ended December 31, 2023, the Bank recorded net interest income of
RMB22,263 million, representing an increase of RMB987 million or 4.6% as compared to
last year. Particularly, a growth of net interest income of RMB5,358 million as compared to
last year was attributable to the expansion of the Bank’s business scale, and a decrease
in net interest income of RMB4,371 million was attributable to the changes in yield or cost
rate.

The following table sets forth the average balance of the Bank’s interest-earning assets
and interest-bearing liabilities, interest income or expense from these assets and
liabilities, and the average yield of these interest-earning assets and the average cost
rate of these interest-bearing liabilities for the years ended December 31, 2023 and 2022.

For the year ended December 31,
2023 2022

Interest Interest
Average income/ Average Average income/ Average
balance expense yield/cost® balance expense yield/cost

(in millions of RMB, except percentages)

Interest-earning assets

Loans and advances to customers 713,190.4 33,624.5 4.71% 564,287.2 28,536.5 5.06%
Investment securities and other

financial assets® 342,388.3 9,805.1 2.86% 257,373.5 8,996.6 3.50%
Lease receivables 74,111.7 4,044.0 5.46% 67,780.5 3,387.0 5.00%
Deposits with the Central Bank 53,810.8 744 .1 1.38% 50,638.5 665.4 1.31%
Deposits with banks and other

financial institutions 27,827.3 697.3 2.51% 24,358.2 281.4 1.16%
Financial assets held under

resale agreements 40,465.7 842.4 2.08% 21,402.5 387.8 1.81%
Placements with banks and

other financial institutions 33,630.9 947.7 2.82% 48,646.5 1,359.3 2.79%
Total interest-earning assets 1,285,425.1 50,705.1 3.94% 1,034,486.9 43,614.0 4.22%

Interest-bearing liabilities

Deposits from customers 865,443.8 19,698.9 2.28% 686,810.2 15,461.5 2.25%
Financial assets sold under

repurchase agreements 51,584.4 1,054.3 2.04% 32,021.8 552.9 1.73%
Placements from banks and other
financial institutions 58,302.2 1,860.5 3.19% 53,044.7 1,284.2 2.42%
Borrowings from the Central Bank 52,634.5 1,286.7 2.44% 51,588.4 1,253.0 2.43%
Deposits from banks and other

financial institutions 32,188.2 823.0 2.56% 24,361.1 597.9 2.45%
Debt securities issued® 137,025.1 3,718.7 2.711% 110,540.7 3,188.2 2.88%
Total interest-bearing liabilities 1,197,178.2 28,4421 2.38% 958,366.9 22,337.7 2.33%
Net interest income 22,263.0 21,276.3
Net interest spread® 1.56% 1.89%
Net interest margin® 1.73% 2.06%
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Notes:
(1) Calculated by dividing interest income/expense by average balance.

(2) Such interest-earning assets consist of financial assets at amortized cost and financial assets
at fair value through other comprehensive income.

(3) Mainly consists of interbank deposits issued, financial bonds and tier-two capital bonds.

(4) Calculated as the difference between the average yield on total interest-earning assets and
the average cost of total interest-bearing liabilities, and based on daily average interest-
earning assets and interest-bearing liabilities.

(5) Calculated by dividing net interest income by the average balance of total interest-earning
assets, and based on daily average interest-earning assets.

The following table sets forth the changes in the Bank’s interest income and interest
expense due to changes in volume and rate for the periods indicated. Changes in volume
are measured by changes in the average balances of the Bank’s interest-earning assets
and interest-bearing liabilities and changes in rate are measured by changes in the
average rates of the Bank’s interest-earning assets and interest-bearing liabilities. Effects
of changes caused by both volume and rate have been allocated to changes in interest.

For the year ended December 31,
2023 vs 2022
Reasons for increase/(decrease)
Net increase/
Volume® Rate® (decrease)®

(in millions of RMB)

Interest-earning assets

Loans and advances to customers 7,530.2 (2,442.2) 5,088.0
Investment securities and other financial assets 2,971.7 (2,163.2) 808.5
Lease receivables 316.4 340.6 657.0
Deposits with the Central Bank 41.7 37.0 78.7
Deposits with banks and other financial institutions 40.1 375.8 415.9
Financial assets held under resale agreements 345.4 109.2 454.6
Placements with banks and other financial institutions (419.6) 8.0 (411.6)
Changes in interest income 10,825.9 (3,734.8) 7,091.1

Interest-bearing liabilities

Deposits from customers 4,021.4 216.0 4,237.4
Financial assets sold under repurchase agreements 337.8 163.6 501.4
Placements from banks and other financial institutions 127.3 449.0 576.3
Borrowings from the Central Bank 25.4 8.3 33.7
Deposits from banks and other financial institutions 192.1 33.0 225.1
Debt securities issued 763.9 (233.4) 530.5
Changes in interest expense 5,467.9 636.5 6,104.4
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Notes:

(1) Represents the average balance for the year minus the average balance for the
previous year, multiplied by the average yield/cost for the previous year.

(2) Represents the average yield/cost for the year minus the average yield/cost for the
previous year, multiplied by the average balance for the year.

(3) Represents interest income/expense for the year minus interest income/expense for
the previous year.

Interest Income

For the year ended December 31, 2023, the Bank recorded an interest income of
RMB50,705 million, representing an increase of RMB7,091 million or 16.3% as compared
with the same period of last year, primarily attributable to the increase in the interest
income from loans and advances to customers.

3.2.1

3.2.2

Interest income from loans and advances to customers

For the year ended December 31, 2023, the Bank’s interest income from loans
and advances to customers recorded RMB33,625 million, representing an increase
of RMB5,088 million or 17.8% as compared with the same period of last year,
primarily attributable to the Bank’s increase in the average balance of loans and
advances to customers.

The following table sets out, for the periods indicated, the average balance, interest
income and average yield for each component of the Bank’s loans and advances
to customers.

For the year ended December 31,
2023 2022

Average Interest Average Average Interest Average
balance income yield balance income yield

(in millions of RMB, except percentages)

Corporate loans 379,559.9 20,078.6 5.29% 285,739.1 15,5685.7 5.45%
Discounted bills 83,253.3 937.4 1.13%  59,436.3 1,100.1 1.85%
Personal loans 250,377.2 12,608.5 5.04% 219,111.8 11,850.7 5.41%
Total 713,190.4  33,624.5 4.711% 564,287.2  28,536.5 5.06%
Interest income from investment securities and other financial assets

For the year ended December 31, 2023, the Bank’s interest income from
investment securities and other financial assets increased by RMB808 million or
9.0% to RMB9,805 million as compared with the same period of last year, primarily
attributable to the increase in the average balance of investment securities and
other financial assets.
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3.2.3

3.2.4

3.25

3.2.6

3.2.7

Interest income from lease receivables

For the year ended December 31, 2023, the Bank’s interest income from lease
receivables was RMB4,044 million, representing an increase of RMB657 million or
19.4% as compared with the same period of last year, primarily attributable to the
increase in the average yield of lease receivables.

Interest income from deposits with the Central Bank

For the year ended December 31, 2023, the Bank’s interest income from deposits
with the Central Bank increased by RMB79 million or 11.9% to RMB744 million as
compared with the same period of last year, primarily attributable to the increase
in the average balance of deposits with the Central Bank.

Interest income from deposits with banks and other financial institutions

For the year ended December 31, 2023, the Bank’s interest income from deposits
with banks and other financial institutions increased by RMB416 million or 148.0%
to RMB697 million as compared with the same period of last year, primarily
attributable to the increase in the average yield of deposits with banks and other
financial institutions.

Interest income from financial assets held under resale agreements

For the year ended December 31, 2023, the Bank’s interest income from financial
assets held under resale agreements increased by RMB454 million or 117.0% to
RMB842 million as compared with the same period of last year, primarily due to an
increase in the average balance of financial assets held under resale agreements.

Interest income from placements with banks and other financial institutions

For the year ended December 31, 2023, the Bank’s interest income from placements
with banks and other financial institutions decreased by RMB411 million or 30.2%
to RMB948 million as compared with the same period of last year, primarily due to
a decrease in the average balance of placements with banks and other financial
institutions.
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3.3 Interest Expense

For the year ended December 31, 2023, the Bank’s interest expense increased by
RMB6,104 million or 27.3% to RMB28,442 million as compared with the same period of
last year, primarily attributable to the increase in the interest expense on deposits from
customers.

3.3.1

3.3.2

3.3.3

3.3.4

Interest expense on deposits from customers

For the year ended December 31, 2023, the Bank’s interest expense on deposits
from customers increased by RMB4,237 million or 27.4% to RMB19,699 million as
compared to the same period last year, primarily attributable to the increase in the
average balance of deposits from customers of the Bank.

For the year ended December 31,
2023 2022

Average Interest Average Average Interest Average
balance expense cost balance expense cost

(in millions of RMB, except percentages)

Corporate deposits

Demand 139,277.8 1,088.0 0.78% 137,268.3 1,240.4 0.90%
Time 206,932.9 4,897.9 2.37% 178,026.3 4,100.1 2.30%
Sub-total 346,210.7 5,985.9 1.73% 315,294.6 5,340.5 1.69%
Personal deposits
Demand 93,751.1 226.1 0.24% 74,613.2 389.8 0.52%
Time 425,482.0 13,486.9 3.17% 296,902.4 9,731.2 3.28%
Sub-total 519,233.1 13,713.0 2.64% 371,515.6 10,121.0 2.72%
Total deposits from

customers 865,443.8 19,698.9 2.28% 686,810.2 15,461.5 2.25%

Interest expense on debt securities issued

For the year ended December 31, 2023, the Bank’s interest expense on debt
securities issued increased by RMB531 million or 16.6% to RMB3,719 million as
compared to the same period last year, primarily attributable to the increase in the
average balance of debt securities issued.

Interest expenses on placements from banks and other financial institutions

For the year ended December 31, 2023, the Bank’s interest expenses on placements
from banks and other financial institutions increased by RMB577 million or 44.9% to
RMB1,861 million as compared to the same period last year, primarily attributable
to the increase in the average cost of the placements from banks and other financial
institutions.

Net interest spread and net interest margin

The Bank’s net interest spread decreased from 1.89% last year to 1.56% this year,
while the Bank’s net interest margin decreased from 2.06% for last year to 1.73% for
the current year. The decreases in net interest spread and net interest margin were
primarily attributable to (i) the decrease in the yield of investment and financing
businesses as a result of the overall decline in market interest rates under the
guide of more flexible and appropriate monetary policies; and (ii) the decline in
loan yield due to the decline in the loan prime rate (LPR) and the implementation of
the national profit-concession policies by the Bank.
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3.4 Non-interest income

3.4.1 Net fee and commission income

For the year ended December 31, 2023, the Bank’s net fee and commission income
decreased by RMB465 million or 26.1% to RMB1,319 million as compared to the
same period last year, primarily attributable to the decrease in wealth management
business fees.

For the year ended December 31,

Rate of
2022 Change change

(in millions of RMB, except percentages)

Fee and commission income

Bank card services fees 570.2 715.6 (145.4) (20.3%)
Settlement and clearing services fees 638.5 414.2 224.3 54.2%
Agency services fees 217.7 136.3 81.4 59.7%
Underwriting fees 311.3 256.1 55.2 21.6%
Acceptance and guarantee services fees 122.7 88.6 34.1 38.5%
Advisory and consulting fees 333.1 196.2 136.9 69.8%
Custodial services fees 17.0 9.1 7.9 86.8%
Wealth management business fees 470.1 963.3 (493.2) (51.2%)
Sub-total 2,680.6 2,779.4 (98.8) (3.6%)
Fee and commission expenses (1,362.1) (996.3) (365.8) 36.7%
Net fee and commission income 1,318.5 1,783.1 (464.6) (26.1%)

3.4.2 Net trading gains

For the year ended December 31, 2023, the Bank’s net trading gains were RMB312
million, representing a decrease of RMB646 million or 67.4% as compared to the
same period last year, primarily attributable to the large exchange rate fluctuations
under the influence of global economy.

3.4.3 Net gains arising from investment securities

Forthe year ended December 31, 2023, the Bank’s net gains arising from investment
securities amounted to RMB1,892 million, representing an increase of RMB443
million or 30.6% as compared to the same period last year, primarily attributable
to the increase in the investment gains on funds at fair value through profit or loss.
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3.5 Operating expenses

For the year ended December 31, 2023, the Bank's operating expenses increased by
RMB584 million or 5.7% to RMB10,862 million as compared to the same period last year,
primarily attributable to the increase in depreciation and amortisation as well as other
general and administrative expenses as compared to the same period last year due to
the transfer of all the assets, businesses and outlets of the three banks to the Bank after
the Merger by Absorption.

For the year ended December 31,

Rate of
2022 Change change

(in millions of RMB, except percentages)

Staff costs

Salaries, bonuses and allowances 4,228.6 4,439.9 (211.3) (4.8%)
Staff welfare 231.8 407.8 (176.0) (43.2%)
Social insurance and annuity 1,075.2 851.2 224.0 26.3%
Housing fund 405.3 340.2 65.1 19.1%
Employee education expenses and labor

union expenses 146.7 154.4 (7.7) (5.0%)
Otherst 130.5 106.5 24.0 22.5%
Sub-total of staff costs 6,218.1 6,300.0 (81.9) (1.3%)
Taxes and surcharges 370.3 277.8 92.5 33.3%
Depreciation and amortisation 1,701.0 1,428.1 272.9 19.1%
Other general and administrative expenses 2,572.4 2,272.1 300.3 13.2%
Total 10,861.8 10,278.0 5883.8 5.7%
Note:

(1) Primarily included dispatched labor fees and supplementary retirement benefits.
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3.6 Impairment losses

For the year ended December 31, 2023, the Bank’s impairment losses increased by
RMB1,370 million or 12.2% to RMB12,560 million as compared to the same period last
year, primarily due to the continuous efforts of the Bank to make provisions, effectively
improving the risk compensation capability.

For the year ended December 31,

Rate of
2022 Change change

(in millions of RMB, except percentages)

Loans and advances to customers 3,555.2 7,291.1 (3,735.9) (51.2%)
Investment securities and other financial assets(" 6,142.4 2,372.3 3,770.1 158.9%
Lease receivables 784.9 670.4 114.5 17.1%
Other assets® 2,077.2 855.7 1,221.5 142.7%
Total impairment losses 12,559.7 11,189.5 1,370.2 12.2%
Notes:

(1) The impairment losses on such assets include impairment losses on financial investments at
amortized cost and financial investments at fair value through other comprehensive income.

(2) The impairment losses on such assets mainly include impairment losses on deposits with
banks and other financial institutions, placements with banks and other financial institutions,
financial assets held under resale agreements, off-balance sheet credit asset, repossessed
assets, fixed assets, interest receivables and other receivables.

3.7 Income tax expense

For the year ended December 31, 2023, the Bank’s income tax expense decreased by
RMB732 million to RMB-249 million as compared to the same period last year, primarily
attributable to the combined effect of the increase in non-taxable income and temporary
differences in tax accounting.

For the year ended December 31,

Rate of
2022 Change change

(in millions of RMB, except percentages)

Current income tax 516.2 126.4 389.8 308.4%
Deferred income tax (772.2) 3241 (1,096.3) N/A
Prior year income tax adjustments 6.8 32.1 (25.3) (78.8%)
Total income tax expenses (249.2) 482.6 (731.8) N/A
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4. Analysis on Key Items of Assets and Liabilities
4.1 Assets

As of the end of the Reporting Period, the Bank’s total assets increased by RMB19,710
million or 1.5% to RMB1,346,446 million as compared to the end of last year. The principal
components of the Bank’s assets consist of (i) loans and advances to customers (net);
and (ii) investment securities and other financial assets (net), representing 51.3% and
28.7% of the Bank’s total assets as of December 31, 2023, respectively.

The following table sets forth the components of the Bank’s total assets as of the dates

indicated.
LG R ELT-T L Tae i PRl As of December 31, 2022
Amount % of total Amount % of total
(in millions of RMB, except percentages)
Gross loans and advances to customers 711,680.1 52.9% 687,563.1 51.8%
Allowance for impairment losses (21,810.7) (1.6%) (20,670.7) (1.5%)
Net loans and advances to customers 689,869.4 51.3% 666,892.4 50.3%
Lease receivables 65,327.5 4.9% 60,314.1 4.5%
Investment securities and other financial assets 386,840.8 28.7% 373,437.6 28.1%
Financial assets held under resale agreements 56,302.7 4.2% 65,217.6 4.9%
Cash and deposits with Central Bank 67,033.1 5.0% 77,587.9 5.8%
Deposits with banks and other financial institutions 16,712.5 1.2% 21,187.0 1.6%
Placements with banks and other
financial institutions 35,591.8 2.6% 30,768.5 2.3%
Derivative financial assets 33.5 0.0% 93.3 0.0%
Interest in joint venture 1,542.5 0.1% 1,347.3 0.1%
Other assets!” 27,192.7 2.0% 29,890.7 2.4%
Total assets 1,346,446.5 100.0% 1,326,736.4 100.0%
Note:

(1) Primarily consist of properties and equipment, deferred income tax assets, goodwill and other
assets.
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4.1.1 Loans and advances to customers

As of the end of the Reporting Period, the Bank’'s gross loans and advances to
customers increased by RMB24,117 million or 3.5% to RMB711,680 million as
compared to the end of last year. The Bank's loans and advances to customers
consist of corporate loans, personal loans and discounted bills, representing
55.8%, 36.5% and 7.1% of the Bank’s gross loans and advances to customers as
of December 31, 2023, respectively.

The following table sets forth the distribution of the Banks loans by business line
as of the dates indicated.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Corporate loans 397,457.5 55.8% 372,576.2 54.2%
Personal loans 259,501.3 36.5% 237,486.2 34.5%
Discounted bills 50,503.4 71% 74,012.3 10.8%
Sub-total 707,462.2 99.4% 684,074.7 99.5%
Accrued interest 4,217.9 0.6% 3,488.4 0.5%
Total loans and advances

to customers 711,680.1 100.0% 687,563.1 100.0%
(1) Corporate loans

As of the end of the Reporting Period, the Bank’s corporate loans increased
by RMB24,882 million or 6.7% to RMB397,458 million as compared to the
end of last year, primarily attributable to the Bank’s continuous increase in
supports to real economy.

The following table sets forth a breakdown of the Bank’s corporate loans
by collateral as of the dates indicated.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Unsecured loans 80,899.1 20.4% 73,294.8 19.7%
Guaranteed loans 178,127.7 44.8% 167,055.4 44 8%
Collateralised loans 81,547.1 20.5% 78,726.0 21.1%
Pledged loans 56,883.6 14.3% 53,500.0 14.4%
Total corporate loans 397,457.5 100.0% 372,576.2 100.0%
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2) Personal loans

As of the end of the Reporting Period, the Bank's personal loans increased
by RMB22,015 million or 9.3% to RMB259,501 million as compared to the
end of last year, primarily attributable to the Bank's further increased
support for growth of social consumption.

The following table sets forth a breakdown of the Bank’s personal loans by
product type as of the dates indicated.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Personal residential

mortgage loans 119,302.0 46.0% 110,005.2 46.3%
Personal business loans 69,160.1 26.7% 65,251.5 27.5%
Personal consumption loans 50,113.3 19.3% 40,204.9 16.9%
Credit card loans 20,925.9 8.0% 22,024.6 9.3%
Total personal loans 259,501.3 100.0% 237,486.2 100.0%
(3) Discounted bills

As of the end of the Reporting Period, the Bank’s discounted bills decreased
by RMB23,509 million or 31.8% to RMB50,503 million as compared to the
end of last year, which was primarily due to the Bank’s adjustment of the
size of discounted bills according to customers’ financing demand.

4.1.2 Investment securities and other financial assets

As of the end of the Reporting Period, the Bank’s net investment securities and other
financial assets increased by RMB13,403 million or 3.6% to RMB386,841 million as
compared to the end of last year, primarily attributable to an increase in the holding
of the bonds and public funds issued by banks and other financial institutions by
the Bank.

The following table sets forth the composition of the Bank’s investment securities
and other financial assets as of the dates indicated.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Financial assets at fair value

through profit or loss 61,148.2 15.5% 35,752.3 9.5%
Financial assets at fair value through

other comprehensive income 76,325.7 19.4% 93,237.2 24.8%
Financial assets at amortized cost 256,443.3 65.1% 246,220.6 65.7%
Total investment securities and

other financial assets 393,917.2 100.0% 375,210.1 100.0%
Accrued interest 4,882.7 4,804.9
Impairment provisions (11,959.1) (6,577.4)
Net investment securities and

other financial assets 386,840.8 373,437.6
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4.1.3

The following table sets forth the distribution of the Bank’s investment securities
and other financial assets as of the dates indicated.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Debt securities
Debt securities issued by the

PRC government 187,580.9 48.5% 195,791.8 52.4%
Debt securities issued by PRC policy

banks and other financial institutions 95,375.5 24.7% 81,010.1 21.7%
Debt securities issued by

corporate issuers 11,450.0 3.0% 12,360.0 3.3%
Sub-total 294,406.4 76.2% 289,161.9 77.4%
Other financial assets
Asset management plans 5,247.1 1.4% 2,929.2 0.8%
Trust plans 27,558.3 7.0% 34,672.6 9.3%
Others 54,746.3 14.1% 41,869.0 11.2%
Sub-total 87,551.7 22.5% 79,470.8 21.3%
Accrued interest 4,882.7 1.3% 4,804.9 1.3%
Net investment securities and

other financial assets 386,840.8 100.0% 373,437.6 100.0%

Other components of the Bank’s assets

Other components of the Bank's assets consist primarily of (i) financial assets
held under resale agreements; (ii) cash and deposits with the Central Bank; (iii)
deposits with banks and other financial institutions; (iv) placements with banks and
other financial institutions; (v) lease receivables; and (vi) other assets.

As of the end of the Reporting Period, the balance of financial assets held under
resale agreements decreased by RMB8,915 million or 13.7% to RMB56,303 million
as compared to the end of last year, primarily attributable to the Bank’s adjustment
of the size of the financial assets held under resale agreements after taking
comprehensive consideration of market price and the allocation demand of assets
and liabilities.

As of the end of the Reporting Period, the balance of cash and deposits with the
Central Bank decreased by RMB10,555 million or 13.6% to RMB67,033 million as
compared to the end of last year, primarily attributable to the Bank’s improvement
of the efficiency of capital utilization on the basis of ensuring its own reasonable
and sufficient liquidity and appropriate reduction of excess reserves.

As of the end of the Reporting Period, the balance of deposits with banks and
other financial institutions decreased by RMB4,474 million or 21.1% to RMB16,713
million as compared to the end of last year, primarily attributable to the Bank’s
adjustment of the size of the deposits with banks and other financial institutions after
consideration of market price and the allocation demand of assets and liabilities.
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As of the end of the Reporting Period, the balance of placements with banks and
other financial institutions increased by RMB4,823 million or 15.7% to RMB35,592
million as compared to the end of last year, primarily attributable to the Bank’s
adjustment of the size of the placements with banks and other financial institutions
according to market demands.

As of the end of the Reporting Period, the balance of lease receivables increased
by RMB5,014 million or 8.3% to RMB65,328 million as compared to the end of
last year. The increase was mainly due to the increased support of the Bank’s
subsidiaries, AB Leasing and BOL Financial Leasing for the real economy.

4.2 Liabilities

As of the end of the Reporting Period, the Bank’s total liabilities increased by RMB16,456
million or 1.3% to RMB1,249,558 million as compared to the end of last year.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Deposits from customers 859,783.8 68.8% 845,257.2 68.5%
Deposits from banks and other

financial institutions 38,704.0 3.1% 30,116.0 2.4%
Debt securities issued 131,990.6 10.6% 145,158.7 11.8%
Financial assets sold under

repurchase agreements 73,121.3 5.9% 101,706.1 8.2%
Placements from banks and other

financial institutions 64,482.8 5.2% 51,806.4 4.2%
Borrowings from the Central Bank 68,055.9 5.4% 42,661.0 3.5%
Tax payable 130.3 0.0% 81.1 0.0%
Derivative financial liabilities 335.6 0.0% 562.7 0.0%
Other liabilities” 12,954.0 1.0% 15,752.7 1.4%
Total liabilities 1,249,558.3 100.0% 1,233,101.9 100.0%
Note:

(1) Consist of payment and collection clearance accounts, staff salaries payable, finance lease
deposits payable, lease liabilities, other tax payable, dividends payable, provisions, continuing
involvement liabilities and other payables.

4.2.1 Deposits from customers

As of the end of the Reporting Period, the Bank’s total deposits from customers
increased by RMB14,527 million or 1.7% to RMB859,784 million as compared to
the end of last year, primarily attributable to the Bank’s continued efforts to improve
comprehensive customer management capabilities, which effectively derived an
increase in deposits.
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4.2.2

4.2.3

4.2.4

4.2.5

The following table sets forth the Bank's deposits from customers by product type
and maturity profile of deposits as of the dates indicated.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Corporate deposits

Demand 144,137.3 16.8% 202,925.2 24.0%
Time 173,618.7 20.2% 160,341.6 19.0%
Sub-total 317,756.0 37.0% 363,266.8 43.0%
Personal deposits

Demand 107,862.1 12.5% 94,524.6 11.2%
Time 411,903.5 47.9% 369,528.6 43.7%
Sub-total 519,765.6 60.4% 464,053.2 54.9%
Accrued interest 22,262.2 2.6% 17,937.2 2.1%
Total deposits from customers 859,783.8 100.0% 845,257.2 100.0%

Deposits from banks and other financial institutions

As of the end of the Reporting Period, the Bank’'s balance of deposits from
banks and other financial institutions increased by RMB8,588 million or 28.5% to
RMB38,704 million as compared to the end of last year, primarily because the
Bank’s adjustment of the size of deposits from banks and other financial institutions
according to capital demands.

Placements from banks and other financial institutions

As of the end of the Reporting Period, the Bank's balance of placements from
banks and other financial institutions increased by RMB12,677 million or 24.5%
to RMB64,483 million as compared to the end of last year, primarily because the
Bank’s adjustment of the size of the placements from banks and other financial
institutions according to market liquidity and its own capital demands.

Debt securities issued

As of the end of the Reporting Period, the Bank’s balance of debt securities issued
decreased by RMB13,168 million or 9.1% to RMB131,991 million as compared to
the end of last year, primarily due to the maturity and repayment of certain financial
bonds and Tier 2 capital bonds issued by the Bank during the year.

Financial assets sold under repurchase agreements

As of the end of the Reporting Period, the Bank’s balance of financial assets
sold under repurchase agreements decreased by RMB28,585 million or 28.1%
to RMB73,121 million as compared to the end of last year, primarily due to the
decrease in the Bank’s balance of central bank reverse repurchase as compared
to the end of last year.

ZHONGYUAN BANK CO., LTD.



Chapter 5 Management Discussion and Analysis

4.3 Shareholders’ Equity

As of the end of the Reporting Period, the Bank’s total shareholders’ equity increased
by RMB3,254 million or 3.5% to RMB96,888 million as compared to the end of last year;
the total equity attributable to shareholders of the Bank increased by RMB3,276 million
or 3.7% to RMB92,505 million as compared to the end of last year, which was primarily
attributable to the increase in profit during the Reporting Period.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(in millions of RMB, except percentages)

Share capital 36,549.8 37.7% 36,549.8 39.0%
Other equity instrument 13,998.9 14.4% 13,632.5 14.6%
Capital reserve 19,022.0 19.6% 19,345.4 20.7%
Surplus reserve 3,107.8 3.2% 2,804.3 3.0%
General reserve 16,547.7 17.1% 13,793.9 14.7%
Re-evaluation and impairment reserve 846.7 0.9% 19.2 0.0%
Retained earnings 2,431.7 2.5% 3,083.3 3.3%
Equity attributable to shareholders of the Bank 92,504.6 95.4% 89,228.4 95.3%
Non-controlling interests 4,383.6 4.6% 4,406.1 4.7%
Total shareholders’ equity 96,888.2 100.0% 93,634.5 100.0%

Off-balance Sheet Commitments

The following table sets forth the contractual amounts of the Bank’s off-balance sheet credit
commitments as of the date indicated.

As of As of
December 31, December 31,
2023 2022

(in millions of RMB)

Credit commitments

Loan commitments 14,369.8 12,652.2
Bank acceptance 70,913.6 106,432.7
Letters of credit 37,114.6 30,175.9
Letters of guarantees 3,386.7 4,412.0
Total 125,784.7 153,572.8
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Analysis on Loan Quality

During the Reporting Period, in face of the complicated economic and financial situation,
the Bank further deepened the adjustment of credit structure, continued to strengthen credit
risk management, optimized credit procedures and strengthened post-loan management
measures to step up the efforts on collection and disposal of non-performing loans, so as to
keep the loan quality at a generally manageable level. As of the end of the Reporting Period,
the balance of non-performing loans of the Bank amounted to RMB14,452 million, representing
an increase of RMB 1,253 million as compared to the end of last year. The non-performing loan
ratio was 2.04%, representing an increase of 0.11 percentage point as compared to the end
of last year. Special mention loan accounted for 3.25%, representing an increase of 0.65
percentage point as compared to the end of last year.

6.1 Distribution of Loans by Five-Category Loan Classification

The following table sets forth, as of the dates indicated, the Bank’s loans by its five-
category loan classification. According to the five-category loan classification system, the
Bank classified its non-performing loans into substandard, doubtful and loss categories.

As of December 31, 2023 As of December 31, 2022
Amount % of total Amount % of total

(In millions of RMB, except percentages)

Normal 669,984.0 94.71% 653,067.3 95.47%
Special mention 23,025.9 3.25% 17,808.1 2.60%
Substandard 3,104.3 0.44% 5,313.2 0.78%
Doubtful 1,716.7 0.24% 5,001.9 0.73%
Loss 9,631.3 1.36% 2,884.2 0.42%
Total loans and advances to customers 707,462.2 100.00% 684,074.7 100.00%
Non-performing loans and

non-performing loan ratio 14,452.3 2.04% 13,199.3 1.93%

Note: Non-performing loan ratio is calculated by dividing non-performing loans by total loans to
customers.
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6.2 Distribution of Loans and Non-Performing Loans by Product Type

The following table sets forth, as of the dates indicated, the Bank’s loans and non-performing
loans by product type.

As of December 31, 2023 As of December 31, 2022

Loan NPL Loan NPL
amount % of total amount NPL ratio amount % of total amount NPL ratio

(In millions of RMB, except percentages)

Corporate loans

Short-term loans 147,430.9 20.8% 2,884.9 1.96% 146,718.6 21.4% 2,818.5 1.92%
Medium-to-long-term loans 250,026.6 35.4% 4,174.7 1.67% 225,857.6 33.1% 4,096.7 1.81%
Sub-total 397,457.5 56.2% 7,059.6 1.78% 372,576.2 54.5% 6,915.2 1.86%

Personal loans
Personal residential

mortgage loans 119,302.0 16.8% 1,695.7 1.42% 110,005.1 16.1% 1,397.5 1.27%
Personal consumption loans 50,113.3 7.1% 1,482.0 2.96% 40,204.9 5.9% 1,326.6 3.30%
Personal business loans 69,160.1 9.8% 3,376.3 4.88% 65,251.6 9.5% 2,923.0 4.48%
Others 20,925.9 3.0% 838.7 4.01% 22,0246 3.2% 627.0 2.85%
Sub-total 259,501.3 36.7% 7,392.7 2.85% 237,486.2 34.7% 6,274.1 2.64%
Discounted bills 50,503.4 7.1% - 0.00% 74,012.3 10.8% 10.0 0.01%
Total 707,462.2 100.00% 14,452.3 2.04% 684,074.7 100.0% 13,199.3 1.93%

Notes:

(1) Short-term loans include loans with maturity of one year or less and advances.
(2) Medium-to-long-term loans include loans with maturity of more than one year.
(3) Others mainly include credit cards.

(4) NPL ratio is calculated by dividing non-performing loans in each product type by gross loans
in that product type.

As of the end of the Reporting Period, the balance of corporate non-performing loans
of the Bank amounted to approximately RMB7,060 million, representing an increase of
approximately RMB145 million as compared with the end of last year. The non-performing
loan ratio was 1.78%, representing a decrease of approximately 0.08 percentage point as
compared with the end of last year. The increase in corporate non-performing loans of the
Bank was primarily due to the fact that the Bank implemented more prudent five-category
loan classification system this year, which resulted in an increase in the balance of non-
performing loans. The total corporate loans of the Bank increased, and the non-performing
loan ratio of corporate loans decreased.

The balance of personal non-performing loans amounted to approximately RMB7,393
million, representing an increase of approximately RMB1,119 million as compared with
the end of last year. The non-performing loan ratio was 2.85%, representing an increase
of approximately 0.21 percentage point as compared with the end of last year, primarily
due to the fact that the Bank implemented more prudent five-category loan classification
system this year, and repayment abilities of certain individual customers of the Bank
were deteriorated as a result of significant decrease in income caused by the economic
environment.
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6.3 Distribution of Loans and Non-Performing Loans by Industry

As of December 31, 2023 As of December 31, 2022

Loan NPL Loan NPL
amount % of total Amount NPL ratio amount % of total Amount NPL ratio

(In millions of RMB, except percentages)

Manufacturing 51,855.2 7.3% 1,790.9 3.45% 57,0445 8.3% 1,956.9 3.43%
Leasing and business

services 142,568.9 20.2% 308.2 0.22% 121,232.5 17.9% 258.6 0.21%
Wholesale and retail 41,659.5 5.9% 1,256.0 3.01% 41,586.6 6.1% 1,009.8 2.43%
Real estate 27,906.3 3.9% 1,272.1 4.56% 26,929.6 3.9% 1,569.5 5.83%
Construction 39,878.0 5.6% 941.8 2.36% 34,358.0 5.0% 574.2 1.67%
Water, environment and

public facility management 27,202.0 3.9% 29.8 0.11% 26,100.0 3.8% 67.0 0.26%
Electricity, gas and water
production and supply 14,336.9 2.0% 75.2 0.52% 13,350.4 2.0% 36.4 0.27%
Agriculture, forestry, animal

husbandry and fishery 6,525.6 0.9% 484.2 7.42% 6,103.1 0.9% 4341 711%
Accommodation and catering 2,980.2 0.4% 111.6 3.74% 3,004.0 0.4% 124.2 4.13%
Education 6,952.1 1.0% 25.0 0.36% 6,421.5 0.9% 29.8 0.46%
Health, social security and

social welfare 7,998.8 1.1% 80.9 1.01% 8,351.8 1.2% 30.6 0.37%
Mining 7,689.5 1.1% 169.3 2.20% 8,993.7 1.3% 168.4 1.87%
Transportation, storage and

postal services 9,110.0 1.3% 196.0 2.15% 9,528.1 1.4% 221.1 2.32%
Others 10,794.5 1.6% 318.6 2.95% 9,572.4 1.4% 434.6 4.54%
Total corporate loans 397,457.5 56.2% 7,059.6 1.78% 372,576.2 54.5% 6,915.2 1.86%
Total personal loans 259,501.3 36.7% 7,392.7 2.85% 237,486.2 34.7% 6,274.1 2.64%
Discounted bills 50,503.4 7.1% - 0.00% 74,012.3 10.8% 10.0 0.01%
Total 707,462.2 100.0% 14,452.3 2.04% 684,074.7 100.0% 13,199.3 1.93%

Note: Non-performing loan ratio of an industry is calculated by dividing the balance of
non-performing loans of the industry by the balance of loans granted to the industry.

As of the end of the Reporting Period, the industries where the non-performing loan
ratios of the corporate loans of the Bank were relatively high, mainly concentrated in
the agriculture, forestry, animal husbandry and fishery industry, real estate industry and
accommodation and catering industry, with non-performing loan ratio of approximately
7.42%, 4.56% and 3.74%, respectively, of which:

(i) the balance of non-performing loans in the agriculture, forestry, animal husbandry
and fishery industry increased by approximately RMB50 million as compared with
the end of last year, with an increase of approximately 0.31 percentage point in
non-performing loan ratio. Due to the fact that credit clients in agriculture, forestry,
animal husbandry and fishery industry were affected by industry cycles, and their
operating conditions were not improved significantly, the non-performing loan ratio
increased.
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(ii) the balance of non-performing loans in the real estate industry decreased by
approximately RMB297 million as compared with the end of last year, with a decrease
of approximately 1.27 percentage points in the non-performing loan ratio, mainly due
to the fact that the Bank responded to the national support policies for real estate
enterprises this year, which alleviated the pressure of concentrated repayment from
customers and reduced risk exposure.

(iii) the balance of non-performing loans in the accommodation and catering industry
decreased by approximately RMB13 million as compared with the end of last year,
with a decrease of approximately 0.39 percentage point in the non-performing
loan ratio, mainly due to the fact that the consumption level of residents and their
willingness to consume in accommodation and catering moderately increased, and
the enterprises gradually recovered their operating and earning abilities. As a result,
the non-performing loan ratio was improved solidly.

Distribution of Loans and Non-Performing Loans by Collateral

The following table sets forth, as of the dates indicated, the Bank’s loans and non-performing
loans by collateral.

As of December 31, 2023 As of December 31, 2022

Loan NPL Loan NPL
amount % of total Amount NPL ratio amount % of total Amount NPL ratio

(In millions of RMB, except percentages)

Unsecured loans 135,525.9 19.2% 2,817.8 2.08% 116,432.5 17.0% 2,218.8 1.91%
Guaranteed loans 190,607.4 26.9% 4,309.3 2.26% 177,887.6 26.0% 4,135.4 2.32%
Collateralised loans 274,963.1 38.9% 6,841.7 2.49% 261,486.6 38.2% 6,542.6 2.50%
Pledged loans 106,365.8 15.0% 483.5 0.45% 128,268.0 18.8% 302.5 0.24%
Total 707,462.2 100.0% 14,452.3 2.04% 684,074.7 100.0% 13,199.3 1.93%

Note: Non-performing loan ratio is calculated by dividing non-performing loans in each product
type secured by each type of collateral by gross loans in that type of collateral.

As of the end of the Reporting Period, the balance of our guaranteed non-performing
loans increased by approximately RMB174 million as compared with the end of last year,
representing a decrease in non-performing loan ratio of approximately 0.06 percentage
point, mainly attributable to (i) the increase of guaranteed loans of the Bank this year as
compared with the end of last year; (ii) the Bank’s active efforts to resolve non-performing
loans through write-offs, cash collection, loan restructuring and other means.

As of the end of the Reporting Period, the balance of our collateralised non-performing
loans increased by approximately RMB299 million as compared with the end of last year,
representing a decrease in non-performing loan ratio of approximately 0.01 percentage
point, mainly due to the fact that the operating conditions of certain customers of the
Bank were not improved significantly under the current economic background, and the
non-performing loan rate remained stable.
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6.5 Borrowers Concentration

As of the end of the Reporting Period, the balance of loans to any single borrower of the
Bank did not exceed 10% of the Bank’s net capital.

The following table sets forth, as of the end of the Reporting Period, the loan balance of
the top ten single borrowers (excluding group borrowers) of the Bank.

As of December 31, 2023

% of total % of net
Industry Balance loans capital

(In millions of RMB, except percentages)

Borrower A L-Leasing and commercial services 8,318.8 1.2% 7.5%
Borrower B L-Leasing and commercial services 5,391.7 0.8% 4.9%
Borrower C L-Leasing and commercial services 4,799.4 0.7% 4.3%
Borrower D L-Leasing and commercial services 3,378.7 0.5% 3.1%
Borrower E L-Leasing and commercial services 2,766.0 0.4% 2.5%
Borrower F L-Leasing and commercial services 2,689.2 0.4% 2.4%
Borrower G L-Leasing and commercial services 2,505.0 0.4% 2.3%
Borrower H L-Leasing and commercial services 2,499.8 0.4% 2.3%
Borrower | L-Leasing and commercial services 2,285.8 0.3% 2.1%
Borrower J D-Electricity, heat, gas and water

production and supply 2,157.9 0.3% 2.0%
Total 36,792.30 5.4% 33.4%

As of the end of the Reporting Period, the loan balance of the largest single borrower
of the Bank was approximately RMB8,319 million, accounting for approximately 1.2% of
the total amount of loans of the Bank, and the total amount of loans to the top ten single
borrowers was approximately RMB36,792 million, accounting for approximately 5.4% of
the total amount of loans of the Bank.
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6.6 Overdue Loans

The following table sets forth, as of the dates indicated, the distribution of the Bank’s

loans to customers by maturity.

Current loans

Overdue loans

Up to 3 months

Over 3 months up to 1 year
Over 1 year up to 3 years
Over 3 years

Sub-total

Total loans

As of December 31, 2023 As of December 31, 2022
% of total Amount % of total

(In millions of RMB, except percentages)

96.02% 659,504.3 96.41%
2.11% 13,191.6 1.93%
0.60% 6,311.1 0.92%
1.14% 4,269.1 0.62%
0.13% 798.6 0.12%
3.98% 24,570.4 3.59%

100.00% 684,074.7 100.00%

Note: Overdue loans represent the principal amount of the loans on which principal or interest is

overdue.

As of the end of the Reporting Period, the amount of overdue loans totaled approximately
RMB28,144 million, representing an increase of approximately RMB3,574 million as
compared with the end of last year. Overdue loans accounted for approximately 3.98%
of the total loans, representing an increase of approximately 0.39 percentage point as

compared with the end of last year.

Business Operation Segment Report

The table below sets forth the Bank's total operating income by business segments for the

periods as indicated.

As of December 31, 2023 As of December 31, 2022
% of total Amount % of total

(in millions of RMB, except percentages)

Corporate banking business 57.7% 13,856.8 54.1%
Retail banking business 21.6% 6,282.4 24.5%
Treasury business 20.3% 5,394.0 21.1%
Other businesses 0.4% 78.0 0.3%
Total operating income 100.0% 25,611.2 100.0%
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Analysis on Capital Adequacy Ratio

As of the end of the Reporting Period, the core tier-one capital adequacy ratio, tier-one capital
adequacy ratio and capital adequacy ratio of the Bank were 8.10%, 10.44% and 11.64%
respectively. During the Reporting Period, the Bank increased internal retained earnings while
strengthening risk-weighted assets management, the core tier-one capital adequacy ratio
increased slightly compared to the beginning of the year. Due to the maturity redemption
of tier-two capital instruments, preference shares and other capital instruments, the capital

adequacy ratio of the Bank decreased compared to the beginning of the year.

In accordance with the Regulation Governing Capital of Commercial Banks (Provisional)
issued by CBIRC, the capital adequacy ratio of the Bank was calculated as follows:

Share capital

Valid portion of capital reserve
Surplus reserve

General reserve

Retained earnings

Valid portion of minority interests
Total core tier-one capital

Core tier-one capital deductions
Net core tier-one capital

Other tier-one capital

Net tier-one capital

Net tier-two capital

Net capital base

Total risk-weighted assets
Core tier-one capital adequacy ratio
Tier-one capital adequacy ratio
Capital adequacy ratio

As of
December 31,

2023

As of
December 31,
2022

(In millions of RMB, except percentages)

36,549.8
19,414.1
3,107.8
16,547.7
2,431.7
2,041.1
80,092.2

(3,186.7)
76,905.5
22,265.7
99,171.2
11,456.2
110,627.4
950,017.4
8.10%
10.44%
11.64%

36,549.8
19,301.4
2,804.3
13,793.9
3,083.3
1,970.9
77,503.6

(3,194.3)
74,309.3
13,893.5
88,202.8
21,939.3
110,142.1
930,901.6
7.98%
9.47%
11.83%
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9. Business Review

9.1 Corporate Banking Business

9.1.1

9.1.2

Corporate deposits

In strict compliance with the regulatory requirements, the Bank continued to optimize
the business structure of corporate debts and consolidated its deposit base in an
orderly manner. By seizing market opportunities and securing large funds from key
customers, the Bank increased the coverage over strategic customers. The Bank
focused on following up the marketing opportunities for the regular bidding of the
provincial treasury, local and municipal special bonds, land auction and other
institutional businesses, carried out chain marketing of financial funds, and tapped
into the cooperation and contribution of credit customers, etc., thus effectively
promoting the operation of deposits in large size.

As of the end of the Reporting Period, the balance of corporate deposit was
RMB317,756 million, and the market share ranked first in the province.

Corporate loans

The Bank regarded serving the local economy and society as its foundation, adapted
to the economic transformation and upgrading, seized the market opportunity in
high-quality assets, and improved quality and efficiency to dig into key industries,
create unique solutions, and explore the construction of the industry ecosystem.
The Bank, which once served its customers through managing traditional assets,
now has transformed itself to create values through professional competence,
meet customer needs, and improve comprehensive contribution transformation.
It has also enhanced its comprehensive financing service capabilities, and
achieved good market performance. With a focus on the implementation of the
“Ten Strategies” of Henan Province, the Bank has formulated the Three-year
Action Plan and Service Plan of Zhongyuan Bank to Support the Ten Strategies
of Henan Province, which identified the starting point for financial services, and
made a RMB300 billion support plan to help realize “ensuring high-quality building
of modernization and high-level realization of modernization” of Henan Province;
under the guidance of the Special Action Plan of Zhongyuan Bank to support
Accelerating Building a Modern Industrial System and Intensively Cultivating the
Key Areas in Henan Province ( (HRIFETXHF NEENMIEERRLEXREEN
EEEHIBETHHER) ), the Bank proactively supported the transformation and
upgrading of traditional industries and the cultivation of strategic new industries in
Henan Province and provided accurate financial services for the leading enterprises
and the upstream and downstream enterprises focusing on seven major selected
industries and 28 industry chains; the Bank implemented the national strategic
deployment of new urbanization with counties as important carriers, conformed to
the development trend of new urbanization of Henan Province, and developed the
Comprehensive Financial Services Plan of Zhongyuan Bank in Relation to Promotion
of Urbanization Construction with Counties as Important Carriers ( { P RIETTEE R #
EUGBRAEZHENWBELERGEEEBRBE S E) ), which reviewed key service
areas, identified target customer group, provided service plans, and developed a
RMB100 billion support plan, so as to promote high-quality development of counties.
By implementing a regional strategy for financial services and focusing on the
projects in relation to the two major national strategies of ecological protection and
high-quality development of the Yellow River basin and promotion of the rise of the
central region, the Bank has properly provided financial support. It has prioritized
the “982” project of Henan Province for remediating shortcomings and the key
projects of Henan Province. The Bank has adhered to “projects first ((EH &E)",
increased its asset investment in the real economy.

As of the end of the Reporting Period, the Bank’s corporate loan balance was
RMB397,458 million, representing an increase of RMB24,882 million or 6.68% as
compared to the end of last year, ranking the third in terms of market shares and
the sixth in the market in terms of increment.

2023 ANNUAL REPORT 45




Chapter 5 Management Discussion and Analysis

46

9.1.3 Corporate customers

During the Reporting Period, the Bank followed the national and regional strategies
closely, maintained serving the real economy as its responsibilities and facilitated
the high-quality economic and social development of Henan Province. The Bank
adhered to being customer-oriented, reinforced the construction of the customer
base, and carried out category-based operations and classified policies targeting
at strategic customers, basic customer groups, institutional customers, and
characteristic customer base. Customized service models and business strategies
were adopted to continuously transform to in-depth operation and creation of value
through professional competence, enhance the comprehensive service capability,
and achieve comprehensive and coordinated development of the benefits, quality
and scale of the Corporate business.

As of the end of the Reporting Period, the Bank had 453,800 corporate customers
in total. During the Reporting Period, the Bank had 90,200 new accounts with
38,500 new accounts meeting specified standards, representing 42.68% of the
new accounts; and the Bank had 63,700 valid basic accounts, representing an
increase of 6,289 as compare to the end of 2022.

9.1.3.1 Strategic customers

The Bank earnestly practiced the financial mission of returning to its
origins and serving entities, adhered to a customer-centered approach
and consistently oriented by value creation for customers, and continued
to enhance the ability of category-based service and in-depth operation
of customer base. The Bank provided list-based services for strategic
customers, formulated the service plan of “one policy for one household
(—F—3K)"; established a mechanism of integrated services, setting up
dedicated service teams and offering dedicated resources and conducting
special campaigns. The headquarters and branches synergised the
collaboration between the corporate and retail sectors to provide an “all-
around, full cycle, whole chain, full spectrum” of comprehensive financial
services to enable strategic customers’ business development in all
aspects. The Bank deeply engaged in the equity chain and industrial
chain of strategic customers, helping enterprises meet the financial and
non-financial needs in all processes of production, operation, investment
and financing, so as to expand the breadth and depth of cooperation
with strategic customers and help enterprises grow bigger, stronger and
better.

As of the end of the Reporting Period, the balance of credit assets of
strategic customers at the Bank’s head office-level increased by RMB8.033
billion as compared to the beginning of the year.
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9.1.3.2 Corporate customers above designated size

9.1.3.3

The Bank deepened the classified and stratified operation of corporate
customers, firmly grasped the construction of basic customer groups,
seized the source of attracting investment through “assessment guidance,
technology empowerment and precision management”’, expanded the
coverage of existing quality customers, and strengthened the empowering
development of digital intelligence tools. The Bank effectively gave full
play to the advantages of its personnel and network, drove the expansion
and quality-improving of the basic customer groups, and consolidated the
foundation for the development of corporate business.

As of the end of the Reporting Period, 3,606 new entities in Henan Province
with registered capital of more than RMB10 million opened accounts with
the Bank, with a coverage ratio of 8.64%. With respect to cooperation
with quality enterprises, 8 new listed enterprises opened accounts and
their coverage ratio reached 76%; 62 new key enterprises seeking listing
opened accounts and their coverage ratio reached 68%; 1,982 new
enterprises above designated size opened account and their coverage
ratio reached 47%.

Institutional customers

With afocus onthe major decisions and arrangements of the Provincial Party
Committee and the Provincial People’s Government of Henan Province,
the Bank actively gave play to the role and advantages of provincial
corporate banks, actively aligned with the financial needs of economy
development in local areas, formulated dedicated comprehensive service
plans based on the needs of institutional customers at all levels. The
Bank positively affected the improvement of the efficiency of government
fund management and financing, the centralized treasury payment, the
issuance of specialized debt and promotion of the smart construction of the
government. The Bank aligned with the major strategic local arrangements
and major project construction and built a good reputation of being based
on local economic development and serving local economic development,
and established a good relationship of mutual benefit and win-win and
sustainable development with governments at all levels.

As of the end of the Reporting Period, the Bank provided issuance
services of local government special debt to 18 cities and 167 counties in
the province, with its market share ranking at the top among the banks and
at the first tier in the province in terms of the fund amount generated from
serving centralized treasury payment agency. The Bank was awarded the
“Advanced Organization in Comprehensive Evaluation (4R&ZFLLiEEE
fiZ)” for provincial non-tax income collection banks in 2022 in terms of
non-tax income collection through E-bank for registered enterprises on
the website of Governmental Fairs of Henan Province.
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9.1.3.4

9.1.3.5

Sci-tech innovation customer groups

Basedonthethoroughly implementation of the spirit of the 20th CPC National
Congress and focusing on “ensuring high-quality building of modernization
and high-level realization of modernization” and “Ten Strategies” of Henan
Province, the Bank developed a series of sci-tech financial products and
service modes consistent with the local actual situation, firmly followed the
path of innovation and development, and dedicated to providing powerful
financial support for Henan Province’s economic and social development.
By supporting the cultivation and growth of new industries and the forward-
looking arrangements of industries in future, the Bank integrated deeply
with the local economy. The Bank actively explored the cooperation modes
with the government, guarantee institutions and professional investment
agencies and jointly established the system of risk sharing by various
parties to serve the physical economy better; and continuously enriched
and improved the sci-tech innovated financial product system. The Bank
met the financial needs of sci-tech innovated enterprises at different
stages of development by providing a package of integrated services in
full cycle.

As of the end of the Reporting Period, the loan balance of sci-tech innovated
financial businesses was RMB65,289 million, representing an increase of
RMB5,684 million or 9.53% as compared to the end of last year.

Green Finance

The Bank firmly establishes the concept of “lucid waters and lush mountains
are invaluable assets”, actively implements the national goal of “Carbon
Peak and Carbon Neutrality”, and closely focuses on the strategy of “green
and low-carbon transition” put forward by the Provincial Party Committee
andthe Provincial People’s Government of Henan Province. The Bank keeps
closer interconnection with the government, integrated resources, gathers
joint efforts for development, and provides targeted services and support
according to the industrial layout and policy orientation of the province.
Focusing on six major green areas, such as the green and low-carbon
transition of traditional sectors and the green upgrading of infrastructure,
the Bank builds a “Green Finance of Zhongyuan Bank” service system
covering financing, investment, inclusion, industrial chain and financial
intelligence. The Bank explores innovated products service models,
grants the first loan for the Sustainable Development Linkage Loan in the
province this year, and leads enterprises to save 37,100 tons of standard
coal, contributing to a decrease of 113,400 tons of carbon emission. The
Bank carries out in-depth forward-looking, systematic and continuous
research on enterprises, industries and customers, creates professional
organizations, special systems and featured products, and vigorously
supports the low-carbon transition of traditional industries, homeopathic
development of green industries, so as to facilitate the high-quality and
sustainable development of economy and society in Henan province and
promote earlier realization of carbon peaking and carbon neutrality goal of
the province through quality and efficient financial services.

As of the end of the Reporting Period, the green credit of the Bank in
2023 amounted to RMB17.422 billion, and the green credit balance was
RMB33.691 billion, representing an increase of RMB6.557 billion as
compared with the end of last year.
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9.1.4 Corporate products

During the Reporting Period, the Bank innovated product strategies, optimized
product functions, kept improving comprehensive and all-round product system
and service capabilities, and improved customers’ experience and satisfaction.

9.1.4.1

9.1.4.2

Sci-tech innovation finance

The Bank keeps abreast of the market, speeds up product iteration and
innovation, continuously optimizes sci-tech innovation finance products
such as “Unique and Novel Products”, “Science and Technology Loan”,
“IPR Pledge Loan” and “Shangyi Loan”, launches “Science and Innovation
Park Loan” and “loan for transformation of scientific and technological
achievements” products, and improves and optimizes the service plan and
product system of the life-cycle of sci-tech innovation enterprises. The Bank
granted the first “loan for transformation of scientific and technological
achievements” business; enhanced investment-loan linkage, successfully
issued Henan Province’s first “science and technology innovation note”,
and actively established the leading benchmarking market image of
Zhongyuan Bank in sci-tech innovation finance business. Seizing the
opportunities of policies, the Bank continued to strengthen the service
of sci-tech innovation enterprises through collaborating with government,
innovated service models and scenarios, changing from passive to active,
and crediting whitelist by batch actively. The Bank continuously enriched
and improved the sci-tech innovation finance products system, actively
promoted the transformation of digitalization, improved the E-commerce
and convenience of products, and met the financial needs for sci-tech
innovation enterprises at different stages of development.

Green Finance

The Bank has established a “Green Finance of Zhongyuan Bank” green
financial product system and continuously increased the innovation
of green financial products and service models. It actively explored
transformation finance, successfully granting the first loan for the
Sustainable Development Linkage Loan in the province, and effectively
accelerating the realization of dual carbon goal of our province. The Bank
supported the implementation of the plant project of China first and the
world’s largest carbon dioxide hydrogenation to make green low-carbon
methanol, which was successfully selected as “Typical Cases for Chinese
Inclusive Finance (2023)”. The Bank will combine the industrial structure
of our province, focus on the major areas of green development such as
new energy industry, energy conservation and environmental protection
industry, strengthening product innovation and industry frontier research,
and continuing to innovate new models and new products of green financial
services in Henan Province.

While the product system continued to be enriched, the Bank, centering
on its strategy of building a “data-based bank and technological bank”,
has carried out digital transformation to accelerate the onlineization and
scenarization of the Company’s line products and services, and continued
to enhance the competitiveness of the Company’s products.
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9.1.4.3 Transaction Banking

In 2023, the transaction banking of our Bank strengthened product
innovation and online system construction, in-depth industry research,
and promoted the implementation of key businesses. During the Reporting
Period, with the help of financial technology, the Bank vigorously
developed transaction banking businesses such as treasury management,
supply chain finance, international business and electronic channels, and
continued to improve the product system of transaction banking. The
“purchase e-finance”, “sales e-finance”, “goods e-finance”, “e-payment”,
“e-money pay” and other five brands and more than 20 product categories
have been formed.

Treasury management

The Bank designs a comprehensive service plan for treasury management
based on the two-wheel mechanism of “settlement + capital appreciation”,
flexibly adapts to the capital management needs of customers in various
scenarios, and actively realizes the whole process of value-added products
online to improve customer service capabilities.

Supply chain finance

The Bank adheres to the customer-oriented principle, continuously
improved the level of digitalization service, realized the automatic audit
of the ZY e-chains and other product asset trade background, and
opened API data direct connection with large food enterprises in Henan
Province. The Bank strengthened the innovation of supply chain financial
products, and launched products such as inter-bank refactoring and
accounts receivable pool pledge. By the end of the Reporting Period, the
Company had provided enterprises with convenient and efficient supply
chain financing of RMB172.121 billion in total, representing an increase of
23.38% as compared with the end of the previous year.

International Business

The Bank adheres to the concept of “online, automated and intelligent”,
and continuously improved customer service experience. The Bank
achieved the automatic processing of online foreign exchange purchase
for corporate customers, and the future settlement and sale of foreign
exchange due delivery and so on, and significantly improved business
efficiency and customer experience. As of the end of the Reporting Period,
the international business recorded cross-border foreign exchange
collection and payment of USD4.141 billion, representing an increase of
10.00% as compared with the end of the previous year. The Bank ranked
the top among its peers in Henan Province.
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9.1.4.4

Corporate Digital Channels

The Bank strengthened the online, digital and intelligent construction of
corporate channels. The Bankfocused on promoting the projectconstruction
of the “Company’s Yidiantong”, and comprehensively improved the
customer online service capabilities of the Company, improving business
processing efficiency and customer processing experience. As a result,
the Bank won the “China Digital Finance Golden Award List — Enterprise
Online Banking Best User Experience Award” in 2023.

With regard to its transaction banking business, the Bank adhered
to the customer-oriented principle, created value for all participants
in the industrial chain, supported the construction of major projects in
Henan Province, promoted industrial transformation and development,
and empowered business development through digital and intelligent
transformation.

Inclusive Finance

The Bank fully implemented the new development concept, adhered to
the positioning of serving real economies and supporting small and micro
enterprises, maintained the trend of increment and expansion, optimized
the service structure and improved the accuracy of services in key areas.
It developed a financial service system on small and micro enterprises
which is suitable for the development of real economies, practically
enhanced the sense of small and micro enterprises in obtaining financial
services and played a greater role in boosting market confidence and
supporting economic recovery and industrial development.

The Bank served real economies and comprehensively completed
regulatory targets on inclusive small and micro enterprises. During
the Reporting Period, the Bank provided inclusive small and micro loans
of RMB70.977 billion for small and micro customers, with a weighted
average rate of 4.30%. As of the end of the Reporting Period, the inclusive
small and micro loans of the Bank was RMB83.777 billion, ranking fourth
in terms of the balance in Henan Province and representing an increase
of RMB7.580 billion as compared with the end of previous year. In terms
of increment with an increase of 9.95%, which is higher than the increase
in all loans of the Bank. The Bank had 158,200 customers of inclusive
small and micro credit, representing an increase of 29,400 as compared
with the end of previous year. The Bank has comprehensively completed
regulatory targets on inclusive small and micro enterprises.

The Bank expanded and increased the business and optimized the
supply of small and micro credit. During the Reporting Period, through
boosting credit resources to small and micro customers and expanding
diversified financing channels, the Bank increased the effective credit
supply to small and micro enterprises to meet the financing demands of
customers. The Bank established and improved the differentiated risk
pricing mechanism, reasonably determined loan interest rates based
on the risk characteristics of customers and realized the pricing of loan
interest rates with the control of risks as the bottom line and market
competitiveness.
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9.1.4.5

The Bank increased the iteration of small and micro standard credit
products and enhanced the availability of loans for small and micro
customers. The Bank improved the digitization of products such as
making Shang Yi loan (enterprise version) electronic contract signing +
automatic lending and other functions available online, largely improving
the handling efficiency of small and micro standard products and
customers’ experience. The Bank refined customer base stratification,
and set variation models and strategies to accurately identify and expand
customer base coverage and loan availability. Automatic approval rate
and credit limit for per customer of small and micro standard products is
improving steadily.

The Bank improved the risk control system for the whole process
of small and micro standard credit products. The Bank improved the
construction of the whole process risk model group and the digital risk
control ability of small and micro standard credit products. The Bank
continuously strengthened the ability to prevent and control the fraud
risks, improved the technology and the accuracy of fraud models and
built the after-loan warning and monitoring model for small and micro
special loans. To address small and micro NPLs rapidly, the Bank used a
combination of various solutions including settlement, restructuring and
write-off.

Investment banking

During the Reporting Period, the Bank vigorously promoted the steady
transformation and development of investment banking business, the Bank
actively expanded innovative business products such as non-financial
corporate debt financing instrument underwriting and investment, asset
securitization, syndicated loan, merger and acquisition loan and fund
matching, and continued to enrich investment banking business products,
and actively participated in serving the corporate bond business in the
province, with a total scale of RMB23.355 billion, including successfully
underwriting 26 non-financial corporate debt financing instruments, with a
total scale of RMB16.200 billion, and participated in underwriting the first
science and innovation sustainable medium term note of Henan enterprises
and the first debt financing instruments with credit risk mitigation
certificates. The Bank enhanced the ability to serve key customers by the
debt-loan portfolio, served 48 bonds issue enterprises in 2023 and helped
enterprises to achieve bond financing with a scale of nearly RMB59.800
billion.
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9.1.4.6

The Bank tapped into the channels of bond market investment institutions,
and continued to strengthen the construction of financial industry circles.
The Bank improved the “headquarters-to-headquarters” communication
mechanism, and built communication bridge between provincial enterprises
and national investment institutions through online and offline exchanges
and roadshows, etc. In order to “bring in investment for Henan” to give full
play to the positive role of the bond market in serving market entities, the
Bank kept track of and researched the latest developments of the bond
market to enable the high-quality development of the bond market in the
province.

The Bank actively integrated the resources of its peers, established a
cooperation circle with other banks, insurance, trust, and leasing financial
institutions, met the differentiated demands of our customers and
provided comprehensive and multi—-channel integration financial services
for customers within the province through syndicated loans and fund
matching, etc.

Auto finance

During the Reporting Period, the Bank deeply fulfilled the purpose of
“finance serving people (£ & A&K)", made efforts to build a new sample of
auto industry chain finance, and promoted the high-quality development of
the auto finance business. The Bank continuously improved the financial
service system of the whole auto industry chain, and relying on automobile
OEMs, the Bank expanded upstream and downstream customers in bulk
along the chain, and endeavored to support the development of the supply
chain of the automobile industry. In line with the trend, the Bank actively
laid out the fields of new energy, commercial vehicles and used cars;
riding on the trend, the Bank accelerated the pace of digital and intelligent
transformation to broaden the application scenarios of auto finance. It
launched the online signing of auto finance e-contracts and the direct
connection projects of core OEMs for auto finance, initially realized online
interaction of information in various links; it promoted the development
of the whole process of auto finance business and the inspection
business process by online visualization, and strengthened the refined
management. The Bank continuously improved the risk management and
control of car-related risks and built a full-process risk control system. The
Bank promoted the online investigation report of auto finance business to
improve the time efficiency of approval; the Bank proactively eliminated
more than 30 risky customers, accurately and effectively preventing and
controlling business risks.

As of the end of the Reporting Period, the Bank provided auto finance loans

of RMB24.563 billion in total, serving 272,300 customers, and facilitating
the transactions of RMB56.342 billion in auto supply chain finance.
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9.2 Retail Banking Business

9.2.1

9.2.2

9.2.3

Retail deposits

During the Reporting Period, the Bank made continued efforts to promote online
and offline for hot-selling products such as Dinggicun (JE&#7F), Xingfuchuxu (3
f&@fEE), and Zhihuicun (BB Z1F) to expand its brand influence, improve customer
coverage and drive growth in savings deposits. Meanwhile, the Bank constantly
enhanced its capacity to offer comprehensive service to customers, and increased
the stickiness of deposit customers by asset allocation, and added naturally-
derived deposits.

As of the end of the Reporting Period, the balance of savings deposits of the Bank
was RMB519.766 billion, representing an increase of RMB55.713 billion or 12.01%
as compared with the end of last year; the AUM balance was RMB599.419 billion,
representing an increase of RMB31.095 billion or 5.47% as compared with the end
of last year.

Retail loans

During the Reporting Period, the Bank continued to enrich retail loan products,
optimized the product process, and promoted the implementation of “Transfer with
Mortgage (%1 iBF)” and “Internet + real estate mortgage + financial services”.
The Bank strengthened the marketing operation, deepened the use cases of big
data, improved the use case matrix of each business link from new customer
marketing to stock loss prevention, and increased the data-enabled effective retail
loan customers and withdrawal rate. It expanded customer acquisition channels,
strengthened government-bank and bank-enterprise connection, implemented
refined management of channels and layered and divisional management, and
enhanced customer acquisition capability. The Bank deeply promoted the
management on existing loans and control over new loans, checked the quality of
retail loan assets, and conducted special treatment for concentration risks.

As of the end of the Reporting Period, the balance of retail loans of the Bank was
RMB259.501 billion, representing an increase of RMB22.015 billion or 9.27% as
compared with the end of last year.

Retail customers

As of the end of the Reporting Period, the Bank’s retail customers reached
33,831,100, representing an increase of 1,915,300 or 6.00% as compared with the
end of last year.
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9.2.4

9.2.5

Key customer groups’ management

During the Reporting Period, the Bank carried out activities focusing on the entire
customer life cycle, covering Comprehensive customer needs of all customer
layers and customer groups. For the customer group in the payment agency
business, we continue to optimize the comprehensive service system of “salary
agency service”, and by carrying out special activities of “Everyone has one salary,
gathering momentum for agency service”. It reserved corporate-individual linkage
projects, launched payment agency business for Exclusive customer events in the
pipeline, and increased the number of customers of the payment agency business
by 995,600; targeting the elderly customer group, we innovatively built a “Happy
Life” comprehensive service system, accelerated the construction of an ecological
scenario for the elderly customer group, deepened the entire industry chain of
elderly care services, and increased the number of new elderly customers by
952,700; targeting the new citizen customer base, we took advantage of the service
network covering the entire province, and continued to pay attention to the financial
needs of new citizens in the fields of housing, automobiles, entrepreneurship and
employment, consumption, etc., creating distinctive financial products exclusive
to new citizens. As a result, the number of new citizens customers increased by
417,400, with an additional RMB18.20 billion in loans.

During the Reporting Period, the Bank continuously optimized online scenario-
based platforms to promote customer experience. It opened up the online and
offline points rights and interests system and completed the integration of online
mall, comprehensive mall and points mall within the industry. It optimized the cloud
payment service function and increased the coverage of payment enterprises. As
of the end of the Reporting Period, the Bank had a total of 11,544,000 registered
users of payment and mall business, an increase of 809,000 from the end of the
previous year. Through the establishment of the Zhongyuan Acquiring Alliance, the
Bank has served a total of 327,400 acquiring customers, providing a total of 240
million clearing services to acquiring customers, and the transaction amount was
RMB91.397 billion.

Wealth and private banking business

During the Reporting Period, the Bank adhered to the customer-centered
philosophy, and promoted the transformation of wealth management. It actively
responded to market changes and adjusted business direction. Starting from
customer needs, we guided the transformation from single product marketing to
all-category asset allocation for customers. We issued more than 430 issues of
high-net-worth products, 16 issues of private equity financing, 21 online funds, and
25 implemented family trusts throughout the year. As of the end of the Reporting
Period, the Bank’'s business scale of high-net-worth exclusive products, such as
trust on a commission basis and asset management plans, continued to grow, and
the sales of high-net-worth products amounted to RMB21.829 billion. Its market
share ranked first in the province.
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9.2.6

9.2.7

Credit card business

During the Reporting Period, the Bank’s credit card business was based on
its financial roots. Adhering to the customer-centered philosophy, the Bank
continuously enriched the product system, optimized product rights, continued
to meet customers’ financial service needs, and implemented the requirements
of finance to assist consumption and restore economic growth. Adhering to
the business philosophy of “promoting brand, promoting activity, promoting
consumption, and promoting transactions”, we focused on the entire customer life
cycle, strengthened data support, conducted stratified operations, and improved
refined operation capabilities. Leveraging the advantages of the combination of
installment products and scenarios, the Bank accessed consumer installment
scenarios, strengthened linked marketing, reinforced cross-selling, and enhanced
revenue-generating capacity. The Bank continuously enriched data dimensions and
iterated modeling strategies to consolidate the foundation for risk control; the Bank
bravely shouldered social responsibilities and actively responded to the initiatives
of the Banking Association. The Bank implemented profit-sharing mechanisms such
as time tolerance service mechanism, annual fee reimbursement, fee reduction and
waiver to effectively protect the rights and interests of customers. As of the end of
the Reporting Period, the Bank had issued a total of 4.1488 million credit cards, an
increase of 514,000 from the end of the previous year; The trading volume this year
was RMB123.325 billion, a year-on-year increase of 2.04%.

Rural revitalization financial business

During the Reporting Period, the Bank focused on digital and intelligent operations
and ecosystem creation, and continued to promote and improve the “12321” rural
revitalization comprehensive service system, that is, to build a comprehensive
service platform for rural revitalization and create two agricultural-related credit
series product packages, “Yunong Loan” and “Industrial Loan”. The Bank created
three major agro-ecological scenes: characteristic agricultural industry chain
ecological scene, rural government affairs scene, and convenience service
ecological scene. The Bank also created two distinctive service models, namely
whole-village credit extension and intelligent warehouse management, and created
a set of agriculture-related risk control systems. As of the end of the Reporting
Period, there were 16,700 credit villages admitted, an increase of 13,400 from the
end of the previous year; the balance of full-scale agriculture-related loans was
RMB160.771 billion, an increase of RMB12.824 billion from the end of the previous
year, an increase of 8.67%; the balance of inclusive agriculture-related loans was
RMB17.016 billion, an increase of RMB3.636 billion from the end of the previous
year, an increase of 27.17%.
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9.3 Financial market business

9.3.1

9.3.2

Treasury business

During the Reporting Period, the Bank persisted in the principle of sound
development, and persisted in carrying out monetary market business in a
compliant and prudent manner. Based on ensuring its liquidity safety, the Bank
actively fulfilled the responsibility as a “monetary market dealer”, and had provided
liquidity support of RMB6.55 trillion in total to financial institutions inside and
outside the province. The Bank also fully played the role of a market stabilizer, thus
making an important contribution to the smooth operation of the inter-bank market.
Meanwhile, the Bank actively promoted the application of innovative instruments
in the inter-bank market, deeply participated in the innovative business of RFQ
transactions, and ranked among the top 30 companies in “innovative and active
dealers in repurchase” for the 12 consecutive months, thus maintaining its market
activity and continuously improving its market influence.

During the Reporting Period, the yield in domestic bond market fell down with
fluctuations, while the yield curve was overall flat. The Bank gave full play to its
investment and research capabilities, grasped the law of the bond market, actively
adjusted its position, adopted dumbbell allocation strategy to increase coupon
income, and adopted a small swing trade strategy to steadily obtain interest spread
income, so as to reserve interspace for future strategic responses. Meanwhile, the
Bank actively tracked the changes in exchange rate trends, effectively researched
and judgedthe markettrends, and chose the opportunity to conduct NDF operations.
While effectively reducing the exchange rate risk exposure of overseas assets, it
saved financial costs, increased actual returns, ensured the safety of the Bank’s
foreign exchange assets, and realized asset appreciation.

Interbank business

During the Reporting Period, in terms of the interbank business, the Bank focused
on the overall operation of the whole bank, and strengthened its efforts in enhancing
revenue and profit, boosting business operations and serving interbank customers,
etc. The Bank also actively built a sound financial cooperation ecosystem, and
continued to improve the customer service system. Besides, the Bank promoted the
stratification and group management of customers, and therefore, its influence in the
industry was continuously improved, the credit granted by external institutions was
significantly increased, and the customer expansion and service works achieved
remarkable results. At the same time, the Bank continued to deepen its brand
building, organized and carried out interbank strategic analysis and exchange
activities in various forms, and strived to become one of the best partners of small
and medium-sized interbank institutions, so as to build a brand for the interbank
customer service of the Bank.

During the Reporting Period, the Bank studied the market and regulatory
policies with foresight, optimized the structure of interbank assets and liabilities,
strengthened the market research and judgment, and rationally arranged business
types and durations, so as to cooperate with online and offline channels to offer
quality customer services. As the major participating institution of CFETS interbank
deposits, the Bank won the award in the interbank domestic currency market
granted by the Foreign Exchange Trading System for four consecutive years.
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9.3.3

9.3.4

Bill business

During the Reporting Period, the Bank actively performed its responsibility and
mission of serving the regional economic and social development. Adhering to the
purpose of serving the real economy and small and medium-sized enterprises,
the Bank constantly promoted product innovation and process optimization,
improved service efficiency, and enhanced customers’ experience. Also, the
Bank actively responded to market changes, and effectively lowered the discount
rate of enterprises relying on the advantages of technological empowerment and
direct transfer linkage. Besides, the Bank took the original e-discount products
as the core, promoted the buyer’s interest payment products online to meet the
diversified bill financing needs of enterprises. The Bank also actively supported the
development of advanced manufacturing, scientific and technological innovation,
green and low-carbon industries that are in line with national policies. Meanwhile,
the Bank focused on supporting the financing needs of micro, small and medium-
sized enterprises, served nearly 90% of the total number of micros, small and
medium-sized customers, and provided customers with convenient and efficient
discount services.

During the Reporting Period, the Bank actively supported the People’s Bank of
China in implementing monetary policy instruments including rediscount, gave
full play to the function of monetary policies as transmission channels, so as to
facilitate more low-cost funds from the central bank to reach key areas of private
economic development, such as scientific and technological innovation, green
and low-carbon development, rural revitalization, and inclusive development of
small and micro enterprises, reduce financing costs of enterprises and practise the
philosophy of inclusive finance.

Asset management

During the Reporting Period, our wealth management business thoroughly
implemented the high-quality development concepts, strictly implemented
regulatory requirements, adhered to our original aspiration to “being entrusted
by customers and making wealth management on behalf of customers”, fulfilled
our goal of “being customer-oriented and realizing the stable appreciation of
customer assets”, coordinated and promoted the long-term development of wealth
management business. As of the end of the Reporting Period, the scale of the Bank’s
wealth management products was RMB70.672 billion, all of which were net-worth
products that met the requirements of the new asset management regulations.

During the Reporting Period, adhering to the customer demand-oriented approach,
the Bank continuously optimized its product structure, provided adequate and
solid wealth management under the different time limits to meet the diversified and
differentiated investment demands of customers. It also insisted on focusing on
investment and research capabilities and continued to strengthen investment and
research development to enrich the investment strategies for wealth management
and realize the efficient operation of the investment standardization, normalization
and systematization. Meanwhile, the Bank built the service system of wealth
management channel through both online and offline, facilitated the enhancement
of wealth management service capabilities and earnestly improved the customer
experience for wealth management. During the Reporting Period, the wealth
management business was operated steadily and a good wealth management
brand image of Zhongyuan Bank was established.
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9.4 Distribution Channels

During the Reporting Period, adhering to the customer-oriented and innovation-driven
approach, the Bank focused on establishing a “safe, convenient and efficient” one-stop
online financial service circle, continuously accelerated the service response speed,
constantly optimized the customer experience. It strengthened the operating service
support and consolidated the building of platform capabilities to achieve a further
upgrade of the intelligent service experience of customers.

9.4.1

9.4.2

Mobile banking

During the Reporting Period, our mobile banking business completed the upgrade
and replacement of face recognition module, created the concise version service
model, accomplished the special optimization of mobile banking transfer limit
management and constantly improved the customers service experience. In
addition, the Bank reinforced the operating support capabilities of the platform
to products sales service, made the all-process standardized transformation of
wealth and loan products, improved the online self-dealing capabilities of financial
products, strengthened the linkage of online and offline, and developed the
online service model of the account manager. It built the intelligent arrangement
management and dynamic release system for the mobile banking in terms of
management, to further improve the digital and intelligent operating capability of
the mobile banking. It also continued to consolidate the security prevention and
control construction for the mobile banking, intensified the risk inspection ability of
the end side and optimized the risk handling way. The close linkage of online and
offline constantly promoted the online migration of retail customers, achieving an
increase in the volume of service customer base. A total of 49 online events were
held through setting three major categories, such as 24 Solar Terms, significant
festivals topics and brand activates of the whole Bank, with 2.58 million views
and 1.18 million participants, which strongly supported the growth in the online
customers and enhanced their activity.

As of the end of the Reporting Period, the number of our mobile banking registered
users reached 15.9211 million, representing a net increase of 2.01 million as
compared with the end of the previous year; the number of our mobile banking
customers reached 13.6728 million, representing a net increase of 1.69 million as
compared with the end of the previous year.

WeChat banking

During the Reporting Period, the Bank continued to improve multichannel
coordination and planning, optimized the template message function of WeChat
banking, upgraded the image of Finance Hall, and strengthened the transmission
of channel acquisition. WeChat official account of the Bank has sent 279 tweets in
48 issues in aggregate, which have been viewed for 6.7337 million times, further
enhancing the brand influence.

As of the end of the Reporting Period, the number of fans of our WeChat banking
official account reached 8.8881 million, representing an increase of 898,700 as
compared with the end of the previous year, of which there were 5.7660 million
card binding customers, representing an increase of 724,300 as compared with
the end of the previous year.
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9.4.3 Personal online banking

During the Reporting Period, the Bank’s personal online banking attracted 12,000
new users, with the total number of users reaching 1.6660 million. The total number
of transactions reached 12.4783 million, and the total transaction amount reached
RMB695.447 billion.

9.4.4 Customer service center

During the Reporting Period, the Bank’s customer service center of remote banking
received a total of 4,314,100 incoming customer calls, including 2,236,300 calls
transferred to automated voice service, accounting for 51.84% and 2,077,800
calls transferred to manual service, accounting for 48.16%. 93.84% of calls were
received, with customer satisfaction of 99.73% for the year; 4,712,200 customer
calls, including 368,600 calls transferred to manual service, were received by
online customer service, and 92.15% of the calls were transferred to intelligent text
service, with customer satisfaction of 94.67%.

9.4.5 Jointly innovative

During the Reporting Period, the Bank kept on implementing the new concept of
initiating open and win-win cooperation, devoted to promoting the jointly innovative
business of perpetual loans and optimized the services to cooperative banks to
support them in providing housing mortgage services for individuals and small and
micro merchants in the area where they conducted businesses. As of the end of
the Reporting Period, a total of 35 cooperative banks have signed agreements with
us on jointly innovative business of perpetual loans, and 6 cooperative projects of
perpetual loans were newly signed. The cooperative banks have granted RMB55.078
billion of loans in total, establishing a good brand image and word-of-mouth effect
in the industry. At the same time, the Bank continued to enrich the product variety
of jointly innovative products, and launched four new products, i.e. second-hand
residential property mortgage, commercial super-V loans, supply chain financial
consultation and intelligent decision-making platform modeling consultation.

9.5 Information Technology

During the Reporting Period, the Bank closely focused on the goal of “building a first-
class city commercial bank”, adhered to the development concept of technology
prosperity, laid a solid foundation for science and technology and enhanced R&D
capability. Also, the Bank deepened the application of digital and intelligent means, and
ensured safe production. In addition, the Bank focused on its businesses, optimized its
services, promoted transformation, strengthened support and facilitated the high-quality
development of the Bank by the power of technology.
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9.5.1 Deepening digital and intelligent transformation

Making a good project coordination. According to the digital and intelligent
transformation blueprint of “1234+N", the Bank identified 30 transformation projects,
strengthened business and technology cooperation and process control to develop
a closed-loop of project lean management. Mobile banking APP was continually
operated and optimized, with a number of 15,920,000 users and 4,010,000 monthly
active users. The Bank developed micro and small high-quality market models to
achieve a batch access of 118, and launched “Gong Jin e Zhang Tong” to achieve
data-driven new accounts of 15,689. With respect to the public key customer
group, the hit rate of post-loan data-driven models on the risk customers reached
more than 70%. 1,502 enterprises joined the extended online supply chain platform
of the Bank, realizing loans of RMB11.289 billion. The Bank expedited the iteration
of risk control model, launched a credit characteristic derivative platform, resulting
in credit variable processing time reduced from 30 days to 7 days. At the same
time, the Bank optimized its credit products to increase by 30.6% for the automatic
approval rate of online car loan, 10.2% for the overall passing rate of Shangyi Loan
(5 E) (for individuals) and 8% for the credit of original e-loan.

Implementing investigation and research. The Bank deeply carried out two major
research topics of “deepening the digital transformation and empowering the high-
quality development of business” and “combing the business and technology and
enhancing the quality and efficiency of fintech services”, which collected more than
200 recommendations and developed 8 improving orientations. In accordance with
the research analysis, the Bank learnt from its experience on digital and intelligent
transformation, wrote the Solid Blueprint Planning, Improvement of Overall Layout
Ability and Orderly Promotion of Digital and Intelligent Transformation, which was
recorded in Digital Transformation Road — China Banking Excellent Practice
Cases by the China Banking Association. The Bank comprehensively conducted
the digital status diagnosis for corporate, retail, risk and the middle and back office
to identify the deficiencies and define the key improvement direction.

Deepening digital and intelligent empowerment. The Bank organized and
carried out co-creation meetings, “digital and intelligent 1+1 empowering the head
office, branches and sub-branches” and other activities to extract 17 digital and
intelligent methods and tools, respond to 166 requirements and accumulate 7 types
of replicable digital and intelligent tools. The Bank completed 9 advanced fintech
case study sessions with 17 subsidiaries to promote the solution of 7 empowering
works.
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9.5.2 Reinforcing technological infrastructure

Strengthening top design. The Bank carried out the planning on the enterprise-
level structure, strengthened business synergy and linkage, analyzed and collected
more than 530 business pain points, and accumulated 73 business areas. By
complying with the SPECIAL principles of “System, Specialty, Synergy, Agility and
Intelligence”, the Bank has formulated the blueprint of application architecture
to provide top specifications and scientific guidance for the construction of
application systems.

Consolidating the support of intermediate platform. Firstly, as for technology
intermediate platform, the Bank realized the comprehensive cloud native
application for the distributed caching platform, and completed the cloud-native
message queue selection and test adaptation. The storage engine of logging
platform was upgraded, with 79% of storage cost savings, 50% of alarm time
improvement, 45% of log retrieval efficiency improvement and 42% of Flink
arithmetic savings, to achieve all-round cost reduction and efficiency improvement.
Eight important performance indicators, such as startup of mobile banking APP,
installation package size, crash rate, recorded a year-on-year increase of more
than 10%, of which the installation package size and smoothness indicators
had reached the industry’s leading level. The Bank continuously promoted the
optimization and implementation of technical practices such as fusing degradation,
flow control, grey-scale release, configuration management, promoted and applied
to 73 customer services and Internet application microservices, and released 96
key concern messages of microservice governance, to ensure safe and stable
operation of services. Secondly, as for business intermediate platform, the Bank
initiated the phase-Il of the new-generation payment system, reshaped the large and
small-amount module of the payment system, and enhanced the support capacity
of the payment business. It completed the construction of the financial trading
center of intermediate platform of retail channels and the credit product center,
and migrated the transactions such as the application of the Shangyi Loan and the
Shangchao Loan products, and the application time of the Shangyi Loan product
can be shortened up to 30 seconds, so as to improve customers’ experience in
loan business processing. Thirdly, as for data intermediate platform, the Bank
constructed a bank-wide real-time data warehouse, released 53 real-time models
and 856 real-time indicators, which strongly supported real-time large screen,
real-time marketing, real-time process monitoring and other business application
scenarios. It completed the upgrade of the data lake architecture, which increased
the data processing efficiency by more than 2 times. The enterprise-level intelligent
decision-making platform carried a total of 331 business models in the entire
industry and supported 277 times of model optimization iterations, realizing the
full and complete replacement for the SAS decision-making system. The one-stop
data analytics platform had a total of 13,994 users for the year, representing an
increase of 27.3% over the previous year, and had 5,500 average monthly active
users, representing an increase of 32.4% over the previous year, and had 885
senior analysts, representing an increase of 43.4% over the previous year.
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Reinforcing back-office fundamentals. The Bank completed the relocation of the
remote disaster recovery center and realized the autonomy and controllability. The
application-level dual-center dual-active construction and transformation for nine
systems were completed, including credit card telemarketing and Yuanxin, and
the disaster recovery construction of two places and three centers for 96 important
databases was completed. The Bank improved the cloud service management
platform and realized the comprehensive management of X86 and ARM physical
servers, the resource pool for information innovation and IPv6. The rate of bank-
wide cloud-based application systems reached 94%, with approximately 2,900
production operation containers, further enhancing the elasticity and scalability of
basic resources and effectively supporting business agility and innovation.

Enhancing data fundamentals. The Bank completed the introduction of provident
fund data from two cities, real estate data from four cities and six types of data
from the provincial development and reform commissions, to effectively expand
the dimensions of external data. It completed 161 data governance matters for
retail, corporate and financial market businesses, and further improved the quality
of basic data. It also developed a mechanism for the full life-cycle management
of indicator data to achieve effective management and control of the application
requirements for new indicator data. The Bank sorted out the standards of stock
indicators, and completed the settlement and online management of indicator
standards for 200 commonly used statements and 50 public data models.

Consolidating security defense line. The Bank strengthened the construction of
security defense system in depth, built open source management and container
security protection platform, formed a panorama of open source technology
application, realized container construction, distribution and operation security
protection, and effectively guaranteed the safe operation of business. It launched
the mobile security detection platform, strengthened the operation of illegal
attacks and defenses, and successfully blocked 17 illegal telecommunication
fraud incidents, which strongly safeguarded the safety of customers’ funds. The
Technology Department of the PBOC commended the 2023 National Cybersecurity
Attack and Defense Exercise.

2023 ANNUAL REPORT 63 -



Chapter 5 Management Discussion and Analysis

64

9.5.3

9.5.4

Speeding up in innovation practice

The Bank explored technological innovation applications such as big data and
artificial intelligence (Al), as well as realized the innovation achievements of new
technologies in various fields such as business operation, knowledge questions
and intelligent risk control. Firstly, we improved quality and efficiency through
digital operation. The Bank launched 181 RPA intelligent robots during the year,
accumulatively saving 1,968 person-months. We built the process mining platform
and completed 16 key process mining and analysis. The whole process of the
Company'’s credit granting business took 14.3% less time than that at the beginning
of the year. Secondly, we actively promoted the application of generative
Al technology, explored the application of large model technology, built and
launched a “generative Al-enabled assistant” for implementation in 5 types of
scenarios such as compliance, manpower, catering, process, and statement
analysis, and initially opened up the implementation path for application of large
model scenarios. Thirdly, we explored the application of federated learning
technology, actively promoted the federated anti-fraud cooperation with Bank
of Zhengzhou and Provincial Rural Commercial United Bank. We identified over
19,000 doubtful customers and over 3,900 risks and achieved a retained balance
of over RMB40 million in customer accounts this year.

Construction of Technology Teams

The Bank continuously strengthened the construction of the technology team,
optimized the staffing of key positions, promoted the cultivation of core professional
skills. As of the end of the Reporting Period, the Bank had nearly 1000 technical
staff. The Bank conducted training for all levels of staff in key positions to
improve the matching degree of staff and positions, covering 80% of the staff in
the technology line, and the proportion of those who obtained intermediate and
advanced qualification certificate in computer was 53%, further enhancing the
professional skills of technical staff.
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9.5.5

9.5.6

Establishment of Technology Brands

Firstly, we enhanced in-house technology innovation and were granted 22 software
copyrights and 3 invention patents throughout the year. Secondly, “Data Asset
Management and Operation Practice” and “Credit Process Intelligent Optimization
Project” won the “Glory Award” and “Digital Marketing Gold Award” of the sixth
(2023) Digital Financial Innovation Competition, respectively; “Public Refinement
Customer Group Intelligent Post-loan Rating System Project” has won the “Xinzhi
Award-the fourth (2023) Small and Medium-sized Financial Institutions Digital
Intelligent Transformation Risk Control Innovation Excellent Case”, “the First Tianyi
Award-2023 Financial Model Capacity Building and Intelligent Risk Control Excellent
Practice Award”; “Exploration of Initial Credit Month Debt Strategy Based on the
Second Generation Credit Report” and “Digital Operation Practice of Retail Credit
Products Throughout the Life Cycle” won the “Digital Risk Control Gold Award” and
“Digital Marketing Case Silver Award” respectively in the 2023 Excellent Digital
Finance Competition by the Financial Digital Development Alliance; “External Data
Asset Value Evaluation Research and Practice” won the “DAMA China 2023 Data
Governance Innovation Award”. Thirdly, the information technology application
innovation cloud platform won the “Excellent Financial Technology Solution Award”
of “Financial Electronization” magazine; The original development and operation
and maintenance integration platform won the “Software Research and Development
Excellent Case Award” in 2023TiD Quality Competitiveness Conference. Fourthly,
“Human Face Al Security Firewall Product Case” was selected for the “2023 Typical
Case of Integrated Development and Security Application of Artificial Intelligence
— Pilot Type” of the National Industrial Information Security Development Research
Center; “5G Cloud Bank: Disaster Preparation to Help Banks Never Go Offline
Project” won the excellence award of “Blossom Cup” 5G application Soliciting
Contest by MIIT; “Network Communication Password Module” won the “Excellent
Case of Commercial Password in the Financial Field” issued by the People’s Bank
of China and the State Encryption Administration; “Container Security Protection
System Construction Project” won the third “Cloud Native Pioneer Practice Award”
of the CAICT. Fifthly, the first domestic group standard for data value evaluation
“Guides for Commercial Banks External Data Asset Value Evaluation “ (T/HFS 001-
2023) jointly drafted by the Bank and the Henan Branch of the People’s Bank of
China was officially released; participated in the establishment of standards of
CAICT such as “Digital Employee Technology and Platform Capability Standard”,
“Digital Human Standard for Marketing Scene”, “Digital Human Standard for
Financial Scene” and “Ultra-automation Standard” as the core participating unit.
Sixthly, the science and technology team of the Bank won the “First Prize of Digital
Cockpit Track” in the “Second Visual Design Competition”, the “Henan Application
Track Gold Award” of the 2023 Ascend Al Innovation Competition, the second
prize and the third prize of the fourth Aliyun Native Programming Challenge, and
the excellence award of the 2023 CCF International AlOps Challenge, and the
influence of technology brand for Zhongyuan continues to increase.

Production and operation

During the Reporting Period, the information system of the Bank was running
smoothly as a whole with no major production liability incident incurred.
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9.6

Investment Business of Subsidiaries and Joint Ventures

9.6.1 Business of county banks

9.6.1.1 Percentage of shareholding of the Bank in county banks

Percentage of
shareholding

Name of the Bank
Linzhou Zhongyuan County Bank Co., Ltd.

(FRIN R RAS BEERIT AR D B IR 2 A)) 51.00%
Qixian Zhongyuan County Bank Co., Ltd.

CHSE A RAHEIBITROBR A7) 51.00%
Xinxiang Zhongyuan County Bank Co., Ltd.

G R RIRTT AR B IR A F)) 78.46%
Puyang Zhongyuan County Bank Co., Ltd.

CEGH R BRITIRMDBRLDF) 51.00%
Lushi Zhongyuan County Bank Co., Ltd.

(EXHRNHEBITROBRAA) 51.00%
Xiangcheng Zhongyuan Rural Bank Co., Ltd.

(BH P RNBERITROBRAF]) 51.00%
Xinyang Pinggiao Zhongyuan County Bank Co., Ltd.

(EBFRET RN ERTROARQE) 51.73%
Xiping Zhongyuan County Bank Co., Ltd.

(ATFHRNEBERITROBRAF) 43.69%
Suiping Zhongyuan County Bank Co., Ltd.

(FFHRNEBERITROBR D) 51.02%
Shenzhen Nanshan Baosheng County Bank Co., Ltd.

CRYIE L E E R ERTTRGO BR A A]) 42.05%
Henan Luanchuan Minfeng County Bank Co., Ltd.

O I| RGN EIRITIRGD AR A D) 30.33%
Mengjin Minfeng County Bank Co., Ltd.

(RERENERTRMHBRAA) 34.58%
Jiaxian Guangtian County Bank Co., Ltd.

(R BRI ERITRD B R A A) 51.28%
Luohe Yancheng Zhongyuan County Bank Co., Ltd.

CRMER  RAT HEIRITERBERA]) 51.00%
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9.6.1.2 Business development during the Reporting Period

The 14 county banks provide local small and micro enterprises and retail
banking customers with a broad range of financial products and services,
including business and consumer loans, deposits from customers and fee-
based and commission-based products and services, such as settlement
services, remittance services and bank card services. The Bank will
continue to strengthen management and control over the risk of county
banks, finance and personnel, and provide county banks with strategic
synergy, technology, mobility, and personnel empowerment. The Bank
took advantage of its own technology, products, management and other
resources to continuously help the 14 county banks to enrich their own
financial service system, better serve the target customer base of county
banks, and contribute financial strength of country banks to the local rural
revitalization.

During the Reporting Period, the 14 county banks always adhered to their
market positioning of “supporting the agriculture and small and micro
enterprises (X &£ /\)” and extended the principles of “micro and disperse
(/NEE ~ 9 BL)”. They focused on the actual financial needs of the four rural
customer groups of “agriculture, rural areas, farmers, and migrant workers
(FM&)", continued to optimize their products and processes, further
brought their staff and services down to the primary level, kept improving
their ability to serve rural revitalization, deeply practised inclusive finance,
strived to promote business structure optimization and comprehensive
transformation and development, along with intensified support to
agriculture and small and micro enterprises, and pursued steady progress
while maintaining stability and took the road of scientific governance and
stringent internal control with controllable risks and good services.
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9.6.2 Consumer Finance Company

During the Reporting Period, the Zhongyuan consumer finance company always
followed the guidance of the Party building, adhered to the people-centered
value orientation, strictly implemented quality development requirements, actively
responded to regulatory requirements and industry changes, vigorously practised
inclusive finance, and constantly optimized financial service capabilities, achieving
steady growth in business scale, continuous growth in profitability and stable asset
quality.

9.6.3 Financial Leasing Company

During the Reporting Period, AB Leasing comprehensively enhanced the leadership
of the Party, carried out thematic education in high standard and quality by taking
in-depth study and implementation of the spirit of the 20th National Congress
of the Party as the main line, strengthened strategic planning, carried forward
transformation and development, intensified control over asset quality, and
improved refined management. Therefore, all the work has made steady progress
and the operation results have improved steadily, creating a new situation of steady
development.

BOL Financial Leasing closely focused on the annual priority of work regarding to
ensure absolute liquidity safety, improve asset quality, and promote transformation
of business, worked together to seize opportunities, and achieved good operation
results in business development, resolution of non-performing assets, risk
compliance, liquidity security control and other aspects, realizing high-quality
development.

10. Risk Management

68

During the Reporting Period, the Bank resolutely implemented the spirit of the 20th CPC National
Congress and the Central Financial Work Conference, and focused on the requirements of
“high-quality development”, optimized the comprehensive risk management system and
consolidated the foundation for development; the Bank improved the risk-based policy
system and strengthened the system management and control, strengthened the application
of system tools and achieved quantitative management; and strengthened the construction of
intelligent risk control and built up the advantages of risk control to provide solid support for
the high-quality development of the business and build a strong competitive first-class city
commercial bank.

10.1 Credit Risk Management

During the Reporting Period, the Bank intensified credit risk management in the following
aspects:

The Bank improved credit risk management strategies and enhanced the guiding role of
policies. It formulated credit policies guidelines on key industries, products and areas
in accordance with the changes in internal and external situation to lead the steady
business development. The Bank issued management measures of customer risk limits,
strengthened the active management of credit limits to improve the control and guiding
role on the credit business.
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The Bank optimized the unified credit management system and improved the management
of the credit business under all standards and in all processes. It focused on promoting
the optimization and improvement of the whole-process credit, advancing standardization
and intelligent management of due diligence on credit, after-approval monitoring, post-
credit management and other key links in an orderly manner to comprehensively improve
the whole-process credit management capabilities.

The Bank strengthened the credit management mechanism and consolidated the
foundation of risks. It formulated annual targets and plans on the management and
control of the quality of assets under all standards and in all processes, optimized the
appraisal system on the quality of assets and maintained management and control efforts
on the quality of assets. The Bank optimized the early warning and management system,
strengthened the application of early warning and developed management chains on
the early identification, continuous monitoring, accurate judgment and vigorous disposal
of risks. It organized rolling risk inspections on asset businesses, carried out targeted
inspections on key customers and key businesses and strengthened the application
of examination results. The Bank enhanced the rigid restrictions of the disposal plan,
maintained management and control efforts on risks in key areas, and continuously
solidified the bottom position of credit risks to ensure the steady operation of the quality
of assets.

The Bank strengthened and quantitative risk management capabilities and enhanced the
quality and efficiency of risk control. It optimized the construction of the internal rating
system of credit risk, improved the non-retail rating model and retail scorecard model
and deepened the implementation of internal rating application results to improve the
risk identification capability of customers. The Bank completed the construction and on-
line operation of the expected credit loss method model to promote the optimization and
modification of the |19 assetimpairment system. It launched the implementation consultation
of the new capital management measures, promoted the establishment of risk-weighted
asset measurement system to enhance the refinement of capital management. The Bank
conducted stress testing on credit risk to constantly enhance the refined and quantitative
management of credit risk.

The Bank strengthened the management of large amount risk exposure and strictly
controlledthe level of concentration. In strict compliance with the requirements of regulatory
authorities on the management of large amount risk exposure, the Bank continuously
improved the management mechanism and tools of large amount risk exposure, regularly
carried out the measurement, monitoring and reporting of large amount risk exposure and
effectively implemented the management of various risk limits.

During the Reporting Period, the Bank’s large amount risk exposure indicators all met the
regulatory requirements, and the credit risk was stable and controllable.
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10.2 Market risk management

During the Reporting Period, we intensified market risk management in the following
aspects:

The Bank completed the re-examination of the transaction books and standardized the
criteria of separation between transaction books and bank books. It improved the system
of market risk management system and amended the data control management measures
on the market risk management system to enhance the standardization of the system and
the effectiveness of the business management.

The Bank improved the management system of secondary limits of market risk. Based on
business development, management needs and the changes in regulatory requirements,
it optimized the measures of annual market risk limits, strengthened the monitoring and
supervising of the implementation of the limits to effectively guide and control the steady
development of various businesses.

The Bank implemented the requirements of the new capital regulations and carried out
the planning and design of the new standardized method measurement of market risk
and FRTB work. It comprehensively optimized and improved of market risk system and
procedures, measurement models, stress testing and data governance, strengthened
model testing to continuously improve the level of market risk measurement.

The Bank optimized the functions of the market risk management system. It strengthened
the whole-process management of financial market businesses, improved the monitoring
scope of abnormal transactions, realized effective management and control of financial
market businesses through the system to improve the automation and intelligence level
of market risk management.

The Bank constantly conducted market risk monitoring and reporting and strengthened
risk analysis and management and control. It enhanced high-frequency measurement,
monitoring and analysis on risk exposure and level based on the risk characteristics
of different types of financial market businesses and improved the timeliness and
effectiveness of market risk monitoring and control.

During the Reporting Period, the Bank’s overall market risk was stable and controllable.

10.3 Operational risk management

The Bank established an operational risk management organizational system consisting
of the Board of Directors, the Board of Supervisors, senior management, compliance
and risk management department, the audit department and various departments and
branches of head office. The various departments and branches of head office, compliance
and risk management department and the audit department constitute the “three lines of
defense” of the Bank’s operational risk management. In accordance with the Operational
Risk Management Measures of Zhongyuan Bank and the management system of three
major instruments, through the identification of risks and the self-assessment of control
measures, the monitoring of key risk indicators and the processing of early warnings, and
the collection and sorting of loss events, the Bank ensured the continuity and effectiveness
of operational risk management, and further optimized and improved the entire process
of operational risk identification, assessment, monitoring, control and mitigation.
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During the Reporting Period, the Bank further strengthened the application of operational
risk management tools, organized regular process assessment and annual process
review and carried out indicator monitoring on operational risk and the collection of loss
events on a normalized basis. The Bank carried out data retrospective replenishment of
operational risk loss and mapping of accounting item for business indicators based on
regulatory requirements to promote the implementation of the new standardized method for
operationalrisk inthe Bank. The Bank constantly enhanced internal control and compliance
management, and carried out monitoring and investigation of abnormal transactions in
employee accounts, and on-site inspection of case risks. It always maintained pressure
on operational risk management of operational categories, achieved full coverage of
on-site inspections of all branches, and continuously standardized counter management
through training, coaching, reminding and other methods. The Bank continued to improve
the business continuity and emergency management mechanisms to ensure that the Bank
could take timely measures to minimize the impact and loss in the event of an emergency

During the Reporting Period, the Bank’s overall operation was standardized and orderly,
and there was no major operational risk event.

10.4Liquidity risk management

During the Reporting Period, the Bank continued to optimize and improve the organizational
structure of liquidity risk management. It strengthened the three-level linkage of the head
office, branches and sub-branches, clarified the responsibilities of all levels. The Bank
established the coordinated management and control of the liquidity risk at the group
level. It also provided guidance and assistance to subsidiaries to strengthen liquidity
management. Regular monitoring of its operating conditions and liquidity risk levels was
conducted to ensure the safety of the Group’s liquidity.

The Bank provided a systematic basis for liquidity management by improving management
policies, management methods and operational procedures related to liquidity risks;
it realized effective transmission of “stable and cautious” liquidity risk management
strategies to the bank group through the management decisions of the Asset and Liability
Management Committee.

The Bank continued to improve management tools such as market and business analysis,
daily management, stress test and emergency drill, and enhance liquidity risk resilience.
It strengthened active asset-liability structure management and duration management,
and rationally adjusted the business term structure. The level of overall term mismatch
was controlled within a reasonable range; the active liability tools were rationally used
to improve the diversity and stability of liability sources; the management of intraday
positions was refined, and the online and intelligent level of the management of intraday
positions and liquidity monitoring were improved through continuously improving liquidity
management information system to ensure sufficient intraday liquidity to fully meet the
needs of various business development. The Bank continued to improve the macro-level
research and discussion mechanism, established and improved the joint work system on
liquidity pricing, continued to improve its macroeconomic analysis capabilities, enhanced
the forward-looking and proactive nature of liquidity management, and dynamically
adjusted liquidity management strategies for guiding the Bank’s business development.
The Bank, as a primary dealer in the open market, actively disseminated the monetary
policy of the central bank, strengthened its responsibility, and effectively maintained the
safety and stability of regional liquidity.

During the Reporting Period, the Bank’s liquidity risk was safe and controlled.
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10.5Information technology risk management

During the Reporting Period, the Bank constantly improved its information technology
risk management system, actively implemented the three lines of defense governance
of IT management, optimized standards and strategies of information technology risk
management, conducted information technology risk control self-assessment, timely
improved and monitored information technology key risk indicators, established the
information technology risk periodic reporting mechanism, and formed an effective risk
management process system that supports risk identification, assessment, monitoring,
reporting and control/release.

Meanwhile, the Bank continuously optimized the construction of disaster recovery system
for infrastructure, promoted the construction of disaster recovery system of two places
and three centers for IT rooms and high availability of external data; the Bank deepened
the transformation of distributed technology architecture, enhanced the administration of
research and development and strengthened the independent control; the Bank steadily
advanced the application system of information creation work, improved the construction
of network security defense system in depth, kept on improving the application
security ability system, intensified the life cycle management of data security; the Bank
comprehensively carried out network security guarantee during critical periods, carried
out 7*24 duty, conducted the monitoring and disposal of network security events from
the dimensions of “cloud-network-terminal” based on the safe operation platform and
strictly implemented the work requirements on network security guarantee during critical
periods.

During the Reporting Period, the Bank’s information technology risk was stable and
controllable.

10.6 Reputational risk management

During the Reporting Period, the Bank adhered to the combination of prevention and
disposal to manage reputation risk, and followed the principles of “forward-looking”,
“matching”, “full coverage” and “effectiveness” to constantly improve the ability and
efficiency of preventing reputation risks and handling reputation events. The Bank
improved the system of reputational risk management system, launched the annual
reputational risk management work plan and office line assessment plan, assessment-
oriented, and planned to promote the development of public opinion management work
throughout the year. It performed monitoring, analysis and surveys on public opinions in
an all-round way, formulated an important time-node special emergency plan, steadily
made investigations into potential reputational risk to dig deep into the potential risks
that may have a negative impact on the reputation of the Bank. The Bank also tracked the
matters on the risk list to increase the sensitivity to reputational risks and achieve early
identification, warning, and solution for risk signs. The Bank improved the reputational risk
management team, carried out internal training effectively, continuously strengthened the
awareness of reputational risk management of all employees, and enhanced the ability of
responding to public opinion. With “high-quality development” as the main line of publicity,
the Bank carried out special publicity through thematic publicity and series of reports at
important nodes such as the annual report and interim reports, the anniversary of the
merger by absorption, the in-depth implementation of the spirit of the Central Financial
Conference, and the ninth anniversary of the Zhongyuan Bank, actively occupied the
position of public opinion, and fully displayed the Bank’'s good image.

During the Reporting Period, the Bank’s reputational risk was stable and controllable.
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10.7Exchange rate risk management

During the Reporting Period, the Bank incorporated full-book exchange rate risk into the
market risk capital measurement under strict compliance with regulatory requirements.
The Bank maintained its prudent risk preference, closely monitored the changing trend
of exchange rates, proactively analyzed the fluctuation of global exchange rate market,
formulated staged foreign exchange hedging strategies, smoothed the hedging cost, and
reduced foreign exchange exposure risk. The Bank formulated foreign exchange quota
indicators, conducted the quota review on a regular basis to compact the exchange rate
risk tolerance, paid continuous attention to the exposure positions of various foreign
currencies held by the Bank during the daily management, carried out foreign exchange
risk stress tests, and continuously managed foreign exchange business and quota.

During the Reporting Period, the Bank’s exchange rate risk was stable and controllable.
10.8 ESG risk management

Inrecentyears, the Bank has actively undertaken environmental and social responsibilities,
broughtvalue to society, and built aresponsible bank with the leading concept, sustainable
economy and outstanding ESG performance, so as to improve its ESG performance.

The Bank has actively advanced the construction of the ESG risk management system.
The Bank strengthened the significant decision-making function of the Board of Directors
and relevant committees in ESG management, while carrying out ESG management-
related training and promoting the concept of ESG to enhance the understanding of ESG
management.

ESG risk management was strengthened in the industry. The Bank actively led credit
resources to invest in green industries, including energy conservation and environmental
protection, strategic emerging industries, which met the relevant ESG requirements with
low energy consumption, low emission, low pollution and sound market prospects.

11. OPERATING STRATEGIES AND PROSPECTS FOR DEVELOPMENT

Looking ahead to 2024, with the combined efforts of existing policies and new policies, the
cumulative effects of these policies will continue to grow. Positive factors will continue to
increase, and as a result, the Chinese economy is expected to continue its recovery and exhibit
long-term positive trends. However, it also faces certain difficulties and challenges, mainly
the lack of effective demand, weak social expectations, the existence of blockages in the
domestic and international double cycle, and the rising complexity, severity and uncertainty
of the external environment.

In 2024, Zhongyuan Bank, adhering to the guidance of Xl Jinping Thought on Socialism with
Chinese Characteristics for a New Era, will fully implement the decisions and plans made at
the Central Economic Work Conference and Central Financial Work Conference, seriously
implement the guidance of the Provincial Party Committee and the Provincial People’s
Government of Henan Province to support the high-quality development of Zhongyuan Bank
to build a first-class urban commercial bank, maintain its strategic focus, pursue steady
progress while maintaining stability, integrity and innovation. The Bank will continue to explore
differentiated development paths.
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Firstly, the Bank will maintain strategic focus and comprehensively improve business
performance. Firstly, the Bank will adhere to the direction of transformation, benchmark
against first-class commercial banks, actively explore differentiated development paths, and
vigorously promote the transformation of light capital, light asset and light cost. Secondly, the
Bank will adhere to performance orientation, focus on improving performance, highlight the
contribution to customer value and enhance work efficiency. Thirdly, the Bank will continue
to optimize the structure, stabilize the debt base and reduce the cost of debt; keep in step
with national policies and regional strategies, and vigorously develop industrial loans, small
and micro loans, consumer loans, etc. Fourthly, the Bank will recognize changes, respond to
changes and seek changes scientifically, maintain strategic mobility, actively adapt to the new
situations, carry out in-depth study of new policies, adjust and optimize business strategies.

Secondly, the Bank will grasp the strategic focus and create differentiated competitive
advantages. Firstly, the Bank will consolidate the Company’s business advantages, build an
industrial bank and closely grasp the supply chain, industrial chain and value chain around
the key industries in cities and counties to provide good services, and improve all-round,
full-cycle, full-chain, and full-spectrum service capabilities; build a government bank and
continue to expand the scope of cooperation and service connotation around the work of local
governments. Secondly, the Bank will improve our retail business, adhere to “Internetization
and Ruralization of Banking Services (LA T 48)”, further give play to their own advantages,
improve the online service system, strengthen the integration of resources, and strive to build
a new business model by integrating into the grass-roots governance system. Thirdly, the
Bank will improve the quality of inter-bank business, improve market investment and research
capabilities, trading capabilities, risk control capabilities, grasp market opportunities in a
timely and accurate manner, enhance the efficiency of capital allocation, and achieve a
balance between security, liquidity and profitability.

Thirdly, the Bank will adhere to the customer-oriented principle and constantly enhance
service capabilities. Firstly, the Bank will adhere to the ecological services, improve the
comprehensive service capacity, strengthen ecological thinking, enhance internal and external
cooperation and coordination, coordinate and integrate shared resources, strive to create a
highly integrated “financial + non-financial” symbiotic value chain, and provide customers
with a package of comprehensive financial services. Secondly, the Bank will adhere to
business agility and quickly respond to market and customer needs, strengthen the sense of
collaboration, enhance the business line, branch and cross-line linkage; drive the “two-way”
flow of business and scientific and technical personnel, and promote the effective integration of
business and science and technology. Thirdly, the Bank will adhere to the digital intelligence
for operation, and promote the transformation of digital intelligence to a deep and solid level,
continuously improve the level of online intelligence of financial services, focus on the scene,
build the ecology, optimize the process and improve customer experience; strengthen data
governance, attach importance to the application of digital intelligence, strengthen digital
thinking, and accumulate and make good use of data resources.
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Fourthly, the Bank will adhere to address both the symptoms and root causes, and fully
control new issues while governing what happened in the past. Firstly, the Bank will
improve credit policies, strengthen comprehensive analysis and research on the economic
and financial situation, macro policies, industrial structure, etc., formulate and improve credit
guidelines, continuously iteratively optimize in practice, manage and control credit supply
in a forward-looking, scientific and precise manner. Secondly, the Bank will strictly adhere
to the “three lines of defense”, consolidate the risk responsibilities of each line of defense,
strengthen the rigidity of the systems, and strictly prevent moral risks; strengthen review
analysis, and regularly conduct systematic analysis and summary of the risk control system,
system and mechanism, credit policies, product structure, working methods, etc., identify
weak links to update and iterate in a timely manner. Thirdly, the Bank will strengthen the
construction of digital and intelligent risk control, and fully play the supporting role of science
and technology systems.

Fifthly, the Bank will optimize resource distribution and comprehensively improve
quality and efficiency. Firstly, the Bank will revitalize its existing resources and improve
average network and employee production capacity by optimizing the layout of network and
personnel team. Secondly, The Bank will strengthen resource integration, further enhance
the interaction of business lines, improve corresponding mechanisms in terms of working
coordination, construction of team, resource allocation and performance appraisal, etc., and
gradually break down line barriers. Thirdly, The Bank will allocate resources scientifically,
highlight strategic orientation and performance contribution, adhere to “revenue determines
expenditure”, and build a resource allocation system with “value creation” as the core.

SUBSEQUENT EVENTS

As of the date of this annual report, the Bank has no other material subsequent event after the
Reporting Period.

CONTINGENT LIABILITIES

As at December 31, 2023, save as disclosed in Note 48(d) of the consolidated financial
statements in this annual report, the Group has no other contingent liabilities.
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1. Changes in Ordinary Shares of the Bank during the Reporting Period

As of the end of the Reporting Period, the total issued ordinary share capital of the Bank was
36,549,823,322 Shares', comprising 6,945,000,000 H Shares and 29,604,823,322 Domestic
Shares.

2. Shareholdings of Top Ten Non-Overseas Listed Domestic Shareholders of the
Bank

As of the end of the Reporting Period, there was no controlling shareholder and actual
controller of the Bank. As at the end of the Reporting Period, the shareholdings of the Bank's

top Ten non-overseas listed domestic Shareholders of ordinary Shares were as follows:

Number of
Shares held at

Approximate
percentage of the
total share capital
of issued ordinary
shares of the

Nature of the end of the Bank at the end of
No. Name of Shareholders Shareholders Reporting Period the Reporting Period
1 Henan Investment Group Co., Ltd. State-owned Legal 2,264,396,518 6.20%
CUFEERESEBRAR) Person Shares
2 Luoyang Municipal Finance Bureau State Shares 1,361,571,120 3.73%
3 China Tourism Group Corporation State-owned Legal 1,061,521,911 2.90%
Limited ( BiR#EE R B R A 7)) Person Shares
4 Zhongyuan Trust Co., Ltd. State-owned Legal 791,131,350 2.16%
(P RIEFEERAAD Person Shares
5 Henan Zhaoteng Investment Privately-owned 683,252,415 1.87%
Group Co., Ltd. Legal Person
CUREAKBIREEEERAF) Shares
6 Henan Machinery Investment State-owned Legal 506,751,425 1.39%
Group Co., Ltd. Person Shares
(MM EERESEGRAEELRT)
7 Luoyang Urban and Rural State-owned Legal 504,435,685 1.38%
Construction Investment Person Shares
Group Co., Ltd.
(BISHAERREEEGRAF)
8 Bank of Jiujiang Co., Ltd. Privately-owned 500,000,000 1.37%
(NVIRTRHBER R F]) Legal Person
Shares
9 Jiaozuo Construction Investment State-owned Legal 433,237,588 1.19%
(Holdings) Co., Ltd. Person Shares
(BRETMRERREZER)BR AR
10 Jiangsu Wuzhong Group Co., Ltd. Privately-owned 420,238,000 1.15%
(I#HRPEEFRAR) Legal Person
Shares
Total 8,526,5636,012 23.33%

t On May 26, 2022, the registered capital of Zhongyuan Bank was changed from RMBZ20,075,000,000
to RMB36,549,823,322 as approved by CBIRC Henan Office. As of the date of this annual report, the
registration of registered capital for change with the competent authority of industry and commerce is
still in progress.
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Interests and Short Positions of Substantial Shareholders and Other Persons in the
Shares and Underlying Shares

As of the end of the Reporting Period, so far as is known to the Bank and the Directors,
substantial Shareholders of the Bank and other persons (other than Directors, Supervisors
and chief executive officers of the Bank) who had interests and short positions in the Shares
and underlying Shares of the Bank which were required to be notified to the Bank or the Hong
Kong Stock Exchange under Divisions 2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Bank under Section 336 of the SFO were as follows:

Approximate
percentage of Approximate
the total issued percentage of
share capital of  the total issued
the relevant  share capital of

Number of class of the  ordinary shares
Name of Shareholders Class of Shares Nature of interests Shares Bank (%) @ of the Bank (%) @
Henan Investment Group Co., Ltd. Domestic Shares Beneficial owner 2,264,396,518 (L) 7.65 6.20
(THREEEBR AW
Domestic Shares Interest in controlled 1,046,246,733 (L) 3.53 2.86
corporation
AMTD Group Company Limited® H Shares Interest in controlled 482,288,000 (L) 6.94 1.32
corporation
L.R. Capital Management Company H Shares Interest in controlled 482,288,000 (L) 6.94 1.32
(Cayman) Limited® corporation
Piramid Park Co., Ltd® H Shares Beneficial owner 999,831,000 (L) 14.40 2.74
XU Yan (4fE) H Shares Interest in controlled 999,831,000 (L) 14.40 2.74
corporation

Notes:
(1) (L) represents the long position, (S) represents short position.

(2) As at December 31, 2023, the number of total issued Shares of the Bank was 36,549,823,322,
comprising 6,945,000,000 H Shares and 29,604,823,322 Domestic Shares. As of the date of this
annual report, the registration for change with the competent authority of industry and commerce
is still in progress.

(3) Henan Investment Group Co., Ltd. (AEEZESEEABRAF) is wholly owned by the Finance
Department of Henan Province (A& BB EE). Henan Investment Group Co., Ltd. directly holds
2,264,396,518 Domestic Shares of the Bank (long positions), indirectly holds 17,696,926 Domestic
Shares of the Bank (long positions) through its controlled corporation, Henan Investment Group
Guarantee Co., Ltd. (W EEEEZRBR A F]), and indirectly holds 791,131,350 Domestic Shares
of the Bank (long positions) through controlled corporation, Zhongyuan Trust Co., Ltd. (FR{S5E
BRRAT]), and indirectly holds 237,418,457 Domestic Shares of the Bank (long positions) through
controlled corporation, Henan Asset Management Co., Ltd (A EEEEGR A A)).

(4) L.R. Capital Management Company (Cayman) Limited, through its controlled corporations, namely
L.R. Capital Financial Holdings Limited, AMTD Group Company Limited and AMTD Asia (Holdings)
Limited, indirectly holds 482,288,000 H Shares of the Bank (long positions) held by AMTD Asia
Limited. Therefore, by virtue of the SFO, each of L.R. Capital Management Company (Cayman)
Limited, L.R. Capital Financial Holdings Limited, AMTD Group Company Limited and AMTD Asia
(Holdings) Limited is deemed to be interested in the H Shares of the Bank (long positions) held by
AMTD Asia Limited.

(5) Piramid Park Co., Ltd is wholly owned by XU Yan (f&f).
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Save as disclosed above, to the knowledge of the Bank, none of the other substantial
Shareholders or persons had, as at December 31, 2023, any interests or short positions in the
Shares or underlying Shares of the Bank as recorded in the register required to be kept under
Section 336 of the SFO.

Shareholdings of Top Ten Shareholders as of the End of the Reporting Period

As atthe end of the Reporting Period, the top ten Shareholders of the Bank together held 40.60%
of the Bank’s total share capital. Among the top ten Shareholders, the largest Shareholder of
Non-overseas Listed Shares was Henan Investment Group Co., Ltd., which held 6.20% of the
total share capital, the second largest Shareholder was Luoyang Municipal Finance Bureau
with 3.73% of the total share capital, and the third largest Shareholder was China Tourism
Group Corporation Limited with 2.90% of the total share capital. The largest and third largest
Shareholders of Non-overseas Listed Shares are wholly state-owned enterprises, and the
second is a local financial department.

The shareholdings of the top ten Shareholders were as follows:

Approximate
percentage of the
total share capital of
issued ordinary
shares of the Bank
at the end of the

Number of
Shares held at
the end of the

No. Name of Shareholders

Class of Shares

Nature of Shareholders

Reporting Period

Reporting Period

1 HKSCC Nominees Limited®? H Shares Other 6,530,772,900 17.87%

2 Henan Investment Group Co., Ltd. Domestic Shares  State-owned Legal 2,264,396,518 6.20%
(TERESEBRBATF) Person Shares

3 Luoyang Municipal Finance Bureau Domestic Shares  State Shares 1,361,571,120 3.73%

4 China Tourism Group Corporation Limited Domestic Shares  State-owned Legal 1,061,521,911 2.90%
(FERESEERRF) Person Shares

5 Zhongyuan Trust Co., Ltd. Domestic Shares  State-owned Legal 791,131,350 2.16%
(FRETERAA) Person Shares

6  Henan Zhaoteng Investment Group Co., Ltd. Domestic Shares  Privately-owned Legal 683,252,415 1.87%
(TREKERESEERAA) Person Shares

7 Henan Machinery Investment Group Co., Ltd. Domestic Shares  State-owned Legal 506,751,425 1.39%
(TEEREGERESEEREALA) Person Shares

8  Luoyang Urban and Rural Construction Domestic Shares  State-owned Legal 504,435,685 1.38%
Investment Group Co., Ltd. Person Shares
(REHBRRREREERRA)

9 Bank of Jiujiang Co., Ltd. Domestic Shares  Privately-owned Legal 500,000,000 1.37%
(NIRTRNDBBRRE) Person Shares

10 Jiaozuo Construction Domestic Shares  State-owned Legal 433,237,588 1.19%
Investment (Holdings) Co., Ltd. Person Shares
(BfEmERRE (ER)ERAF)

Total 14,637,070,912 40.06%

(1) It was calculated on the basis of the total share capital of the Bank of 36,549,823,322 shares.

(2) HKSCC Nominees Limited, as a nominee, held 6,530,772,900 H Shares in aggregate of the Bank on
behalf of several clients, representing 17.87% of the issued share capital of the Bank. As a member
of the Central Clearing and Settlement System, HKSCC Nominees Limited conducts registration
and custodian business for clients.
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Shareholders Holding 5% or More of the Total Ordinary Share Capital of the Bank

Please refer to the relevant section “Changes in Share Capital and Information on Shareholders”
for details of the Shareholders with an interest in 5% or more of the share capital of the Bank.

Information on Substantial Shareholders Disclosed Under the Interim Measures
for the Equity Management of Commercial Banks

According to the Interim Measures for the Equity Management of Commercial Banks ( {3
IR1TRR B IR E 773E%) ), in addition to the one Shareholder mentioned above, namely Henan
Investment Group Co., Ltd. (FEEELBE B R A A, the following three Shareholders are also
substantial Shareholders of the Bank as of the end of the Reporting Period.

(1)

China Tourism Group Corporation Limited (F Bljk#z%& B B R A7), holding 1,061,521,911
Domestic Shares of the Bank, was incorporated in Haikou Integrated Free Trade Zone,
Hainan Province on January 3, 1987 with a registered capital of RMB15,800 million. The
company’s business scope includes operation and management of state-owned assets
within the scope authorized by the State Council; development and operation of tourism,
steel and real estate, and investment and management of logistics trade; construction,
planning design and operation management of tourist attractions, theme parks and
resorts, golf clubs, and tourism infrastructure; tourist information services; retail and
wholesale of tourist goods; organizing cultural and artistic exchange activities; hosting
conferences and exhibitions; various ticket agency services; advertising production and
publishing; hotels investment and operation management, entrusted management and
consulting; real estate development and operation; property leasing and management;
leasing commercial buildings; international and domestic freight forwarding; goods
subcontracting and warehousing; technology development, sales, service and consulting;
import and export business. During the Reporting Period, the company assigned a
supervisor, namely YAN Yongfu (B35 X), to the Bank.

Jiangsu Wuzhong Group Co., Ltd. (IL# R &£ EH R 2 7F]), holding 420,238,000 Domestic
Shares of the Bank, was incorporated in Wuzhong District, Suzhou City, Jiangsu Province
on May 26, 1992 with a registered capital of RMB100 million. The company’s business
scope includes construction of municipal public facilities; investmentin education, tourism
and other industries; business management; domestic trade (where the business scope
involves special approval stipulated by the state, approvals should be obtained prior
to the commencement of operation); house leasing; property management; investment
management consulting services; sales of gold, gold jewelry, handicrafts and non-ferrous
metal materials; setting up branches operating in the design, production, agency and
publishing of various domestic and foreign advertisements; real estate development
and operation; (for projects subject to the administrative approval, approvals from the
relevant authorities must be obtained prior to the commencement of operation) general
projects: sales of building materials; sales of ecological environment materials; sales of
specialized equipment for environmental protection; sales of mechanical and electrical
equipment (except for projects subject to the administrative approval, the business
activities shall be conducted independently with the business licences in accordance
with the laws). During the Reporting Period, the company assigned a director, namely
ZHANG Shu (3R#E), to the Bank.
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(3) Henan Rebecca Hair Products Co., Ltd. (AEmE REHGBBRHER AR, holding
109,125,598 Domestic Shares of the Bank, was incorporated in Jian’an District, Xuchang
City on October 24, 1999 with a registered capital of RMB1,131,985,440. The company'’s
business scope includes manufacture and sales of hair products series and technical
services; manufacture and sales of composite fiber material (fiber hair) products and
services; operation of export business of the enterprise’s self-produced products
and related technologies; operation of import business of raw and auxiliary materials,
mechanical equipment, instruments, spare parts and related technologies required
for the enterprise’s production and scientific research; operation of the enterprise’s
processing of imported materials and three categories of processing and one category of
compensation business; sales business of textiles, beauty and hairdressing commodities;
conference services. During the Reporting Period, the company assigned a supervisor,
namely LU Suyue (BEZ% A), to the Bank.

Equity Pledge and Freezing

As of the end of the Reporting Period, so far as is known to the Bank, the Bank’s 5,180,524,190
Domestic Shares were subject to pledge, accounting for 14.17% of the total number of
issued ordinary Shares (of which, the Domestic Shares pledged by the Bank’s substantial
Shareholders accounted for 1.15% of the total number of issued ordinary Shares). In addition,
there were 1,334,411,932 Domestic Shares that were judicially frozen.

Purchase, Sale or Redemption of Listed Securities of the Bank

During the twelve months ended the end of Reporting Period, save as disclosed in section
“9.3 Repurchase or conversion of Offshore Preference Shares” in this annual report, neither
the Bank nor any of its subsidiaries had purchased, sold or redeemed any listed securities of
the Bank.

Non-public Issuance of Offshore Preference Shares
9.1 The issuance and listing of Offshore Preference Shares

To replenish the Bank’s capital through diversified ways, further enhance the Bank’s
capital strength and enhance the risk resistance, according to the approvals of the former
China Banking Regulatory Commission Henan Supervision Bureau (Yu Yin Jian Fu [2018]
No. 120) and the CSRC (Zheng Jian Xu Ke [2018] No. 1343), the Bank issued USD1,395
million non-cumulative perpetual Offshore Preference Shares on November 21, 2018. The
Offshore Preference Shares were listed on the Hong Kong Stock Exchange on November
22,2018 (stock name: ZYBNK 18USDPREF, stock code: 04617). The Offshore Preference
Shares have a par value of RMB100 each with an issuance price of USD20 each. The total
number of the Offshore Preference Shares issued is 69,750,000, and were all issued fully
paid in U.S. dollars.

Based on the CNY Central Parity Rate published by the China Foreign Exchange Trading
System on November 21, 2018, the gross proceeds from the issuance of the Offshore
Preference Shares amounted to approximately RMB9,688.00 million. The proceeds
raised from the issuance of the Offshore Preference Shares (after deducting the issuance
expenses) were all used to replenish the Bank’s additional Tier 1 capital, to increase
the Bank’s Tier 1 capital adequacy ratio and optimize the capital structure, which was
consistent with the specific use previously disclosed.

For the issuance terms and relevant details of the Offshore Preference Shares, please

refer to the announcements of the Bank published on the website of Hong Kong Stock
Exchange (www.hkex.com.hk) and the official website of the Bank (www.zybank.com.cn).
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9.2 Profit distribution on the Offshore Preference Shares

Dividends would be paid in cash by the Bank to Preference Shareholders. Each dividend
should be payable annually in arrears on the dividend payment date of each year.

During the Reporting Period, as considered and approved at the meeting of the Board
of the Bank held on August 30, 2023, the Bank would distribute the dividends on the
Offshore Preference Shares pursuant to the terms of the Offshore Preference Shares. The
total dividends on the Offshore Preference Shares distributed by the Bank amounted to
USD86,800,000, of which USD78,120,000 was paid to the holders of Offshore Preference
Shares at a coupon dividend rate of 5.60%, and USD8,680,000 was withheld as the
income tax at a rate of 10% pursuant to relevant laws and regulations. The dividend period
was from November 21, 2022 (inclusive) to November 21, 2023 (exclusive), the dividend
payment date was November 21, 2023 and the recipients were holders of Offshore
Preference Shares whose names appeared on the register of members of the Bank as at
the close of business of the clearing system on November 20, 2023. On November 21,
2023, the Bank completed the dividend payment of the Offshore Preference Shares. For
details, please refer to the Bank's announcements dated on August 30, 2023, September
26, 2023 and November 22, 2023.

Table on profit distribution in respect of Offshore Preference Shares in the past three

years:
Unit: RMB’000
Net profit Balance
attributable to Percentage of accumulated
the Shareholders net profit to the next
of the Bank in attributable to accounting year
the consolidated the Shareholders due to insufficiency
financial of the Bank in of distributable
statements of the consolidated profits or the part
Amount of the Bank for financial that can be used
distribution the year of statements of  for the distribution
Year of distribution (before tax) distribution the Bank of retained profits
(%)
2023 623,363 3,220,966 19.35 -
2022 617,165 3,650,171 16.91 -
2021 563,012 3,565,013 15.79 -
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9.3 Repurchase or Conversion of Offshore Preference Shares

On August 30, 2023, the Bank held the 49th meeting of the second session of the Board
of Directors, at which it deliberated and approved the Proposal on the Redemption of
Offshore Preference Shares of Zhongyuan Bank Co., Ltd. ( (ERF RETRMHER DA
EEIRIMELRRAZEZ) ), and agreed to exercise the right of redemption for all Offshore
Preference Shares. In September 2023, the Bank received a reply from the Henan
Supervision Bureau of the State Financial Supervision and Administration, agreeing to
the Bank’s redemption of Offshore Preference Shares. In accordance with the terms and
conditions of the Offshore Preference Shares, the Bank redeemed and cancelled all
69,750,000 Offshore Preference Shares on November 21, 2023. The aggregate redemption
price of the Offshore Preference Shares is US$1,473,120,000 (i.e., the sum of the total
liquidation preference amount of US$1,395,000,000 and the dividend of US$78,120,000
on the Offshore Preference Shares). After the redemption and cancellation of the Offshore
Preference Shares, the Bank does not have any issued Offshore Preference Shares. As
a result, the Bank did not have any Offshore Preference Shareholders at the end of the
Reporting Period. For details, please refer to the Bank’s announcements dated August
30, 2023, September 26, 2023 and November 22, 2023. During the Reporting Period,
there was no conversion of Offshore Preference Shares of the Bank.
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Basic Information of Existing Directors, Supervisors and Senior Management

1.1 Basic Information of Directors

Month and Starting time of  Shareholding
Name Gender year of birth Positions term of office or not
GUO Hao (287%) Male June 1974 Executive Director, October 2023 No
chairman of the Board
ZHANG Qiuyun Female February 1972 Non-executive Director October 2023 No
(FUE)
FENG Ruofan Male September 1983  Non-executive Director November 2023 No
(BER)
ZHANG Shu (5R#)  Female June 1965 Non-executive Director November 2023 No
XU Yiguo (%R&E)  Male June 1972 Independent non-executive  November 2023  No
Director
ZHAO Zijian Female October 1968 Independent non-executive November 2023 No
(HEER) Director
WANG Maobin Male October 1973 Independent non-executive November 2023 No
() Director
PAN Xinmin (B &) Male January 1957 Independent non-executive November 2023 No
Director
GAO Pingyang Male July 1979 Independent non-executive November 2023 No

(B¥H)

Director

1.2 Basic Information of Supervisors

Month and

Starting time of

Shareholding

Name Gender year of birth Positions term of office or not

YOU Xiang (57 #) Male December 1971 Employee representative October 2023 No
Supervisor, chairman
of the supervisory board

ZHANG Ke (&3%) Male October 1977 Employee representative October 2023 No
Supervisor, vice chairman
of the supervisory board

DAN Limin (AF|8) Female November 1978  Employee representative October 2023 No
Supervisor

WANG Xiaoyan Female November 1979 Shareholder representative October 2023 No

(E/NER) Supervisor

YAN Yongfu (B35kX) Male August 1965 Shareholder representative October 2023 No
Supervisor

LU Suyue (% A) Female June 1969 Shareholder representative October 2023 No
Supervisor

LI Xingzhi (X#%)  Male March 1962 External Supervisor October 2023 No

Gu Xiujuan (A %1%8) Female April 1968 External Supervisor October 2023 No

LIU Xia (BI&) Female November 1978 External Supervisor October 2023 No
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1.3 Basic Information of Senior Management

Month and Starting time of  Shareholding
Name Gender year of birth Positions term of office or not
LIU Kai (25) Male March 1971 President November 2023  No
ZHOU Litao (AEE) Male November 1979  Vice president November 2023 No
LIU Qingfen (2I/E&) Male March 1970 Assistant to the president November 2023  No
SHAQ Qiang (RF3&) Male October 1970 Assistant to the president November 2023  No
WANG Tiangi Male February 1985 Assistant to the president November 2023 No
(EXH)
WANG Le (£%) Male November 1977 Assistant to the president November 2023 No
LIU Juan (2128) Female November 1973 Assistant to the president November 2023 No
YAO Hongbo Male April 1969 Assistant to the president November 2023 No
(BKADR)
SUO Jia (RfE) Female January 1975 Assistant to the president November 2023 No
HU Hao (E %) Male July 1983 Chief Information Officer November 2023 No
NIE Guoging Male April 1969 Business director November 2023 No
(REE)
PAN Wenyao Male September 1972  Secretary to the Board December 2023 No
(BN )
TONG Qi (#&5) Female September 1975  General manager of the November 2023 No
financial and accounting
department
HUANG Ming (&%) Female September 1974 General manager of the November 2023 No

audit department

Changes of the Directors, Supervisors and Senior Management

2.1 Changes of the Directors

During the Reporting Period, Mr. XU Nuojin (%R# &), an executive Director and the
chairman of the Board, tendered his resignation to the Board on April 6, 2023, and resigned
as an executive Director, the chairman of the Board, the chairman of the Strategy and
Development Committee of the Board of the Bank due to change of work arrangement.
For more details, please refer to the Bank’s announcement dated April 6, 2023.

On May 8, 2023, the Bank held the 2023 first extraordinary general meeting to consider
and approve the appointment of Mr. GUO Hao (38’%) as an executive Director of the
second session of the Board of Directors of the Bank. The qualification of Mr. GUO Hao
as the Director was approved by the National Financial Regulatory Administration Henan
Office (formerly the China Banking and Insurance Regulatory Commission Henan Office)
on May 12, 2023. Mr. GUO Hao was elected as the Chairman of the Board of the Bank at
the meeting of the Board of the Bank held on May 15, 2023. The qualification of Mr. GUO
Hao as the chairman of the Board was approved by the National Financial Regulatory
Administration Henan Office (formerly the China Banking and Insurance Regulatory
Commission Henan Office) on June 12, 2023. For more details, please refer to the Bank's
announcement dated April 14, 2023, May 8, 2023, May 15, 2023 and June 12, 2023 and
the Bank’s circular dated April 14, 2023.
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During the Reporting Period, Mr. WANG Jiong (£ /), an executive Director and the vice
chairman, tendered his resignation to the Board on October 8, 2023, and resigned as the
vice chairman of the second session of the Board of Directors, the executive Director, the
chairman of the Consumer Rights Protection Committee of the Board, the member of the
Strategy and Development Committee of the Board, the member of the Risk Management
Committee of the Board and the member of the Related Party Transactions Control
Committee of the Board of the Bank due to change of work arrangement, he also resigned
as an executive Director candidate for the third session of the Board of Directors of the
Bank. For more details, please refer to the Bank’s announcement dated October 8, 2023.

On October 12, 2023, the Bank held the 2023 second extraordinary general meeting to re-
elect Mr. GUO Hao as an executive Director of the third session of the Board of Directors
and re-elect Ms. ZHANG Qiuyun (58" %) as a non-executive Director of the third session
of the Board of Directors, elect Mr. FENG Ruofan (5% fL) and Ms. ZHANG Shu (3R %k) as
non-executive Directors of the third session of the Board of Directors and elect Mr. XU
Yiguo (£ & B), Ms. ZHAO Zijian (BE &), Mr. WANG Maobin (E&&), Mr. PAN Xinmin (&
#1R) and Mr. GAO Pingyang (= FF%) as independent non-executive Directors of the third
session of the Board of Directors, respectively. The qualifications of Mr. FENG Ruofan,
Ms. ZHANG Shu, Mr. XU Yiguo, Ms. ZHAQO Zijian, Mr. WANG Maobin, Mr. PAN Xinmin
and Mr. GAO Pingyang as Directors were approved by the National Financial Regulatory
Administration Henan Office on November 8, 2023. The first meeting of the third session
of the Board of Directors of the Bank was convened on November 28, 2023, at which Mr.
GUO Hao was elected as the chairman of the Board of the third session of the Board of
Directors of the Bank. For more details, please refer to the Bank’s announcement dated
September 21, 2023, October 12, 2023 and November 28, 2023 and the Bank’s circular
dated October 12, 2023.

Changes of Supervisors

During the Reporting Period, Ms. JIA Jihong (E#4L), a vice chairwoman of the Board of
Supervisors, resigned as the vice chairwoman of the Board of Supervisors, an employee
representative Supervisor of the Bank, the member of the Nomination Committee of the
Board of Supervisors and the member of the Supervision Committee of the Board of
Supervisors on January 3, 2023 due to personal health reasons. For more details, please
refer to the Bank’s announcement dated January 3, 2023.

During the Reporting Period, Ms. LI Weizhen (&), a Supervisor of the Bank, resigned
as the Supervisor of the Bank and the member of the Supervision Committee of the Board
of Supervisors on February 22, 2023 due to her work adjustment. For more details, please
refer to the Bank’s announcement dated February 22, 2023.

During the Reporting Period, Mr. LI Wanbin (Z &), a Supervisor of the Bank, resigned
as the Supervisor of the Bank and the member of the Supervision Committee of the Board
of Supervisors on June 20, 2023 due to his personal intention to focus on other work
matters. For more details, please refer to the Bank’s announcement dated June 20, 2023.

On July 21, 2023, Ms. DAN Limin (% F]8) was democratically elected as an employee
representative Supervisor of the second session of the Board of Supervisors of the Bank
on the Employees’ Representative Meeting of the Bank. For more details, please refer to
the Bank’s announcement dated July 21, 2023.
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2.3

The term of office of the second session of the Board of Supervisors of the Bank has
expired. Mr. YOU Xiang () and Mr. ZHANG Ke (3&832) were democratically elected
and Ms. DAN Limin (%FI8%) was re-elected as employee representative Supervisors
of the third session of the Board of Supervisors of the Bank at the 4th meeting of the
third session of Employees’ Representative Meeting of the Bank on October 12, 2023;
Ms. WANG Xiaoyan (E/)N#E), Mr. YAN Yongfu (B87kX) and Ms. LU Suyue (FE= ) were
elected as the Shareholder representative Supervisors of the third session of the Board of
Supervisors, and Mr. LI Xingzhi (&%), Ms. GU Xiujuan (&% %) and Ms. LIU Xia (ZIE&)
were elected as the external Supervisors of the third session of the Board of Supervisors
at the second extraordinary general meeting of the Bank held on October 12, 2023,
respectively. Mr. YOU Xiang was elected as the Chairman of the third session of the
Board of Supervisors and Mr. ZHANG Ke was elected as the vice president of the third
session of the Board of Supervisors at the 1st meeting of the third session of the Board of
Supervisors of the Bank held on October 12, 2023. For more details, please refer to the
Bank's announcement dated September 21, 2023 and October 12, 2023.

Changes of Senior Management

During the Reporting Period, the qualification of Mr. LIU Kai (£/3) as the president of the
Bank was approved by formerly China Banking and Insurance Regulatory Commission
Henan Office on January 18, 2023. For more details, please refer to the Bank’s
announcement dated January 20, 2023.

During the Reporting Period, Mr. HU Hao (/E’&) was appointed as the Chief Information
Officer of the Bank following the consideration and approval at the 49th meeting of the
second session Board of Directors of the Bank.

During the Reporting Period, Mr. NIE Guoging (&R &) was appointed as the business
director of the Bank following the consideration and approval at the 51st meeting of the
second session Board of Directors of the Bank.

During the Reporting Period, Mr. YOU Xiang resigned as the assistant to the president
of the Bank and Mr. Zhang Ke resigned as the secretary to the Board of Directors of the
Bank due to work adjustment.

During the Reporting Period, Mr. PAN Wenyao (& X 3E) was appointed as the secretary
of the Board of Directors of the Bank following the consideration and approval at the
1st Meeting of the third session of the Board of Directors of the Bank, the qualification
of Mr. PAN Wenyao as the secretary of the Board of Directors was approved by the
National Financial Regulatory Administration Henan Office on December 28, 2023. For
more details, please refer to the Bank’s announcement dated November 28, 2023 and
December 29, 2023.

Save as disclosed above, there is no other information relating to the Directors, Supervisors
and senior management of the Bank that is required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.
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3. Biography of Directors, Supervisors and Senior Management
3.1 Biography of Directors

Mr. GUO Hao (ZB%), born in June 1974, Chinese, doctoral degree. Mr. GUO Hao is an
executive Director of the Bank. He was a representative of the 13th and 14th National
People’s Congress and a member of the 11th Henan Provincial Committee of the
Communist Party of China. Mr. GUO Hao has been the secretary of the party committee,
the chairman of the Board and an executive Director of the Bank since June 2023.
From May 2023 to June 2023, he served as the secretary of the party committee and an
executive Director of the Bank. From April 2023 to May 2023, he served as the secretary
of the party committee of the Bank. From March 2023 to April 2023, he served as the
deputy secretary of the party leadership group and candidate for director of the Henan
Provincial Financial Supervision and Administration. From November 2017 to March 2023,
he served as the deputy secretary of the Hebi Municipal Committee, acting mayor and
mayor of Hebi city, Henan Province. From August 2016 to November 2017, he served as
the deputy secretary-general of the Henan Provincial Government, member of the party
leadership group of the general office of the Henan Provincial Government, secretary of
the party leadership group and director of the research office of the Henan Provincial
Government. From September 2013 to August 2016, he served as the deputy secretary-
general of the Henan Provincial Government and member of the party leadership group of
the general office of the Henan Provincial Government. From February 2009 to September
2013, he served as a member of the party leadership group and the deputy director of
the financial services office of the Henan Provincial Government. From October 2008
to February 2009, he served as a member of the party committee and deputy director
of the Henan Rural Credit Cooperatives Union. From April 2004 to October 2008, he
successively served as the deputy director and director of Financial Work Committee of
Beijing Municipal Committee (Financial Work Office of Beijing Municipal Government),
State-owned Assets Supervision and Administration Commission of Beijing Municipality,
and Beijing Municipal Commission of Development and Reform (Beijing Municipal
Financial Services Leading Group Office). From July 1999 to April 2004, he worked at the
headquarters of China Development Bank. Mr. Guo Hao obtained a bachelor’'s degree in
economics from Renmin University of China in July 1996, a master’s degree in economics
from Renmin University of China in July 1999, and a doctor’s degree in economics from
Renmin University of China in July 2003.

Ms. ZHANG Qiuyun (GRF#KZE), born in February 1972, Chinese, doctoral degree. Ms.
ZHANG Qiuyun is a non-executive Director of the Bank. Ms. ZHANG Qiuyun has been
serving as the vice general manager of Henan Investment Group Co., Ltd. since September
2022. She served as head of financial management department of Henan Investment
Group Co., Ltd. from June 2019 to September 2022; the executive deputy director of
Management Committee of Zhengzhou Area of China (Henan) Pilot Free Trade Zone
from August 2017 to June 2019; the secretary of the party branch of Henan Academy
of Macroeconomic Research from June 2015 to August 2017; a deputy researcher and
deputy director in Finance Department of Henan Provincial Development and Reform
Commission from July 2004 to June 2015; and a teacher in Kaifeng No.1 Middle School
from March 1993 to September 1998. She has been serving as a director of Central China
Securities Co., Ltd. since June 2020. Ms. ZHANG Qiuyun obtained a bachelor’'s degree
majoring in history from Henan University in June 1997, a master’'s degree in economics
from Henan University in June 2001, and a doctor’s degree in economics from Fudan
University in June 2004.
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Mr. FENG Ruofan (J§%& ML), born in September 1983, Chinese, with a master’s degree,
is a senior economist. Mr. Feng Ruofan is a non-executive Director of the Bank. Mr.
FENG Ruofan has been serving as the director of the financial management department
of Henan Investment Group Co., Ltd. (A& ESBEHR A F]) since December 2023, an
executive director of Zhongfu Digital Technology Co., Ltd. (FE&HFEREBR A 7)) since
April 2023, and the deputy general manager of Henan Zhongyuan Financial Holdings
Co., Ltd. (A REriER AR AT]) since September 2022. From September 2019 to
December 2023, he served as the deputy director of the financial management department
of Henan Investment Group Co., Ltd. (during which, he worked as an exchange personnel
at the second customer division of the Henan Branch of China Development Bank and
served as the deputy director from January 2020 to December 2020). From April 2018 to
September 2019, he served as the senior business manager of the financial management
department of Henan Investment Group Co., Ltd. From November 2015 to April 2018,
he served as the business manager of the financial management department of Henan
Investment Group Co., Ltd. From November 2008 to November 2015, he successively
served as the business supervisor and business manager of the eighth asset management
department and the business manager of the second asset management department of
Henan Investment Group Co., Ltd. Mr. FENG Ruofan obtained a bachelor's degree in
international communication from the School of Communication of the Universal College
of Learning in New Zealand in July 2007 and a master’s degree in global communication
from the School of Journalism and Communication of The Chinese University of Hong
Kong in December 2008.

Ms. ZHANG Shu (3R%k), born in June 1965, Chinese, with a master's degree, is an
intermediate economist. Ms. ZHANG Shu is a non-executive Director of the Bank. Ms.
ZHANG Shu has been serving as a director of Jiangsu Wuzhong Group Co., Ltd. (L& =
FEE B R A F]) since March 2023. From December 2011 to March 2023, she served as
the vice president of Jiangsu Wuzhong Group Co., Ltd. From October 2011 to December
2011, she served as the general manager of the risk management department of Bank of
China Suzhou Branch (R BER77& M £ 77). From March 2007 to October 2011, she served
as the president of Bank of China Suzhou Wuzhong Branch (FEI$R7TEF /MR X 1T).
From September 2003 to March 2007, she served as the vice president of Bank of China
Suzhou Industrial Park Sub-branch (FEI#R1T& M TEE R Z1T7). From October 1999 to
September 2003, she successively served as the assistant president of the office and risk
management department of BOC International Holdings (Hong Kong) Limited (4 #f B
ERR(BEB)BR2AF]). From May 1992 to October 1999, she served as the section chief of
the first credit division of the credit business department of Bank of China Suzhou Branch
(FRERERITELIMN 5 7T). From May 1990 to May 1992, she worked at the trade settlement
department of Bank of China Suzhou Branch. From August 1986 to May 1990, she worked
at the business department of Bank of China Suzhou Branch. She has been concurrently
serving as a shareholder director of Bank of Suzhou Co., Ltd. (listed on the Shenzhen
Stock Exchange, stock code: 002966.5Z7) since July 2016. Ms. ZHANG Shu graduated
from Nanjing Normal University in June 1995, majoring in English and graduated from the
Graduate School of Chinese Academy of Social Sciences in April 1998, majoring in world
economy.

ZHONGYUAN BANK CO., LTD.



Chapter 7 Directors, Supervisors, Senior Management,
Employees and Institutions

Mr. XU Yiguo (#R&[), born in June 1972, Chinese, doctoral degree. Mr. XU Yiguo is
an independent non-executive Director of the Bank. Mr. XU Yiguo has been a professor
and doctoral supervisor at the University of Chinese Academy of Social Sciences since
October 2022. He has been concurrently serving as the secretary-general of the National
Institution for Finance & Development (the first batch of national high-end think tanks)
since January 2016. From September 2003 to October 2022, he served as a researcher
at the Institute of Finance & Banking, Chinese Academy of Social Sciences (1 Bl tt & &} £
B @A FEFT). From July 1994 to September 2003, he served as the deputy director and
a lecturer of the Department of Business Administration of the School of Administrators,
Chinese Academy of Sciences (School of Management, University of Science and
Technology of China) (FEIRIZHREESR B (FEMZAREETESM)). Mr. XU Yiguo
obtained a bachelor’'s degree in economics from Renmin University of China (FB AR
AE) in July 1994 and a doctor’s degree in economics from the University of Chinese
Academy of Social Sciences (FBItt 2 &7 X&) in July 2008.

Ms. ZHAO Zijian (#%#l), born in October 1968, Chinese, doctoral degree. Ms. ZHAO
Zijian is an independent non-executive Director of the Bank. Ms. ZHAO Zijian has been
serving as the dean of the School of Finance of Henan University of Economics and
Law since June 2022. From November 2011 to June 2022, she served as the deputy
dean of the School of Finance of Henan University of Economics and Law. From June
2004 to November 2011, she successively served as the deputy general manager of the
personal finance business department and the vice president of the large branch of Bank
of Communications Henan Branch (R#BIRTTAEE 2 77). From July 1996 to September
2001, she served as a lecturer at the Department of Finance of Henan College of Finance
and Economics (A m 814 E67). From July 1990 to September 1993, she worked at the
comprehensive division of the Economic Information Center of the Planning Commission
of Xinxiang City, Henan Province. Ms. ZHAO Zijian obtained a bachelor's degree in
economics from Nankai University (8 #A£Z) in July 1990, a master’s degree in economics
from Nankai University in July 1996 and a doctor's degree in economics from Central
University of Finance and Economics in June 2004.

Mr. WANG Maobin (£%3R), born in October 1973, Chinese, doctoral degree. Mr. WANG
Maobin is an independent non-executive Director of the Bank. Mr. WANG Maobin has been
successively serving as a lecturer, associate professor, professor and vice dean of the
School of Banking & Finance, University of International Business and Economics (¥f4h
BB S RNEBSEER) since August 2007. From July 2003 to September 2004, he served
as the head of the R&D center of Minan Futures Brokerage Co., Ltd. (RZHEZELER A
A]). From April 2003 to July 2003, he served as the secretary of the president of Wanlian
Securities Co., Ltd. (BEtFEA5ERET 2 A]). From July 1999 to April 2003, he successively
served as the investment manager and assistant to the general manager of the business
department of China Southern Securities Guangzhou Branch (5 & HFE MDA 7). From
July 1994 to September 1996, he worked at Bank of China Huangshan Branch, Anhui
Province (A RIRITLHE = ILUTH7T). Mr. WANG Maobin obtained a bachelor’s degree in
economics from Renmin University of China in July 1994, a master’s degree in economics
from Renmin University of China in July 1999 and a doctor's degree in management
majoring in finance and investment management from Sun Yat-sen University (4 1L K2
in June 2007.
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Mr. PAN Xinmin ((B#E), born in January 1957, Chinese, doctoral degree, is a senior
economist. Mr. PAN Xinmin is an independent non-executive Director of the Bank. Mr.
PAN Xinmin has been an external Supervisor of the Bank from early January 2019 to
October 2023 and a senior researcher of Henan Songshan Think Tank (A &1L JE)
since November 2018. He served as an inspector in the inspection group at the head
office of China Merchants Bank (& iE17477) from December 2015 to February 2017,
the secretary of the party committee and the president of China Merchants Bank Kunming
Branch (HREEITEED77) from December 2009 to December 2015, the secretary of the
party committee and the president of China Merchants Bank Zhengzhou Branch (B &k
17BN 9> 77) from December 2002 to December 2009, head of the planning group of China
Merchants Bank Zhengzhou Branch (HBEiR1TEM 2 1T) from July 2002 to December
2002, the secretary of the party committee and the president of China Everbright Bank
Dalian Branch (B KIE1TAED1T) from April 2001 to July 2002. He worked at China
Construction Bank Henan Branch (EFIRTTAmME 51T), successively serving a clerk,
deputy chief officer of Henan Branch, vice president and member of the party leadership
group of Zhumadian Branch (5 /52 17), deputy director of Sanding office of Henan
Branch, the general manager of Henan Trust Investment Co., Ltd. (A& E5E%E R A)),
the secretary of the party committee and the president of Shangqiu Branch (B E%77)
and vice president and member of the party leadership group of Henan Branch from
April 1980 to April 2001. From September 1977 to April 1978, he worked at the Third
Coal Mine of Hebi Mining Bureau (E5EHEE B =HKHE). In July 1983, Mr. PAN Xinmin
was appointed by Henan Construction Bank to audit and study in the Department of
Infrastructure Construction of Finance & Economics Institution of Hubei. He graduated
from the Party School of the CPC Committee of Henan Province with a bachelor’s degree
(night-school course) in economic management in July 1994. He obtained a master’s
degree in economics from Zhongnan University of Finance and Economics (FFE &KX
£ (currently known as Zhongnan University of Economics and Law (*F B8 & BUAKE))
in June 1997, a bachelor’'s degree in economics majoring in international finance from
Wuhan University in July 1999 and a doctor’s degree in management from Huazhong
University of Science and Technology (ZEH EHE K E) in December 2008. Mr. PAN Xinmin
obtained the senior economist qualification in March 1994, the certified public accountant
qualification from the Chinese Institute of Certified Public Accountants in December 1997
and was granted the title of “outstanding expert in Henan Province” by the CPC Committee
and Government of Henan Province in July 2008.

Mr. GAO Pingyang (= ¥F/%), born in July 1979, a Hong Kong resident, doctoral degree.
Mr. GAO Pingyang is an independent non-executive Director of the Bank. Mr. GAO
Pingyang has been an associate dean and professor of the Business School of the
University of Hong Kong since June 2020. From July 2008 to June 2020, he successively
served as an assistant professor and associate professor at The University of Chicago
Booth School of Business. Mr. GAO Pingyang obtained a bachelor’s degree in economics
from Renmin University of China in July 2002 and a master’s degree in economics from
Peking University in June 2004, and a doctor’s degree in philosophy from Yale University
in the United States in December 2008.
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3.2 Biography of Supervisor

Mr. YOU Xiang (3##), born in December 1971, Chinese. Mr. YOU Xiang is an employee
representative Supervisor of the Bank. From June 2022 to October 2023, Mr. YOU Xiang
has served as an assistant to the president (vice president level) of the Bank, from
July 2022 to September 2022, he concurrently served as the leader of the preparatory
team of the Zhengzhou Airport District Sub-branch of the Bank, from September 2022
to November 2022, he concurrently served as Secretary of the Party Committee and
President of the Zhengzhou Airport District Sub-branch of the Bank. From November
2019 to June 2022, he served as a member of the Party Committee of China Travel
Financial Investment Holdings Co., Limited, and deputy secretary of the Party Committee,
president and director of Bank of Jiaozuo China Travel Services Co., Ltd. (E{EFRIRIETT
&1 BBR A R]). From August 2015 to November 2019, he served as deputy secretary of
the Party Committee, president and director of Bank of Jiaozuo China Travel Services
Co., Ltd. From May 2014 to August 2015, he served as deputy secretary of the Party
Committee, president and director of Jiaozuo Commercial Bank Co., Ltd. (EE{ET R
IRITRDBBRAA]). From April 2013 to May 2014, he served as the general manager of
the corporate business management department of China Everbright Bank, Zhengzhou
Branch. From April 2005 to April 2013, he worked at China CITIC Bank Corporation
Limited, successively served as general manager of the corporate business department
| of Zhengzhou Branch, president of Zhongging Sub-branch of Zhengzhou Branch,
general manager of the corporate banking department of Zhengzhou Branch, leader of
the preparatory team of Jiaozuo Branch, secretary of the Party Committee and president
of Jiaozuo Branch and general manager of the Legal Security Department of Zhengzhou
Branch. From December 2000 to April 2005, he served as account manager and assistant
to the president of Ronghua Sub-branch, Zhengzhou Branch of China Everbright Bank
Company Limited. From November 1991 to December 2000, he served as an officer of
Kaifeng Branch of Industrial and Commercial Bank of China. Mr. YOU Xiang obtained his
master’s degree in law from Henan University in June 2008.

Mr. ZHANG Ke (3&32), born in October 1977, Chinese, is a chief senior accountant. Mr.
ZHANG Ke is an employee representative Supervisor of the Bank. Mr. ZHANG Ke has
served as the secretary to the Board and a joint company secretary of the Bank from
September 2023 to October 2023. From June 2022 to September 2023, he served as
secretary to the Board, joint company secretary of the Bank and secretary of the Party
Committee and president of Jiaozuo Branch of the Bank. From December 2021 to June
2022, he served as secretary to the Board and joint company secretary of the Bank.
From July 2017 to December 2021, he served as secretary to the Board, joint company
secretary and general manager of the Office of the Board and Supervisory Committee of
the Bank. From December 2014 to July 2017, he served as secretary to the Board and
general manager of the Office of the Board and Supervisory Committee of the Bank. From
December 2013 to December 2014, he worked in the Restructuring Department of the
Reform and Restructuring Committee of City Commercial Bank in Henan Province. From
April 2010 to December 2013, he served as a director, chief accountant and general
manager of the accounting and finance department of Kaifeng Commercial Bank Co.,
Ltd. From July 2007 to March 2010, he served as the business manager of the corporate
planning department of Henan Investment Group Co., Ltd. From July 1999 to June 2007,
he served as the deputy chief officer of the accounting and finance section of the Central
Sub-branch of Sanmenxia City of the People’s Bank of China. Mr. ZHANG Ke obtained a
bachelor’s degree in accounting from Henan University of Finance and Economics in June
1999. He obtained a master’'s degree in business administration from Xi'an University of
Technology in April 2006. He was accredited as a senior accountant in December 2008
and a chief senior accountant in December 2019.
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Ms. DAN Limin (X F|#8), born in November 1978, Chinese, is a senior accountant. Ms.
DAN Limin has been serving as an employee representative Supervisor of the Bank
since July 2023, vice chairman of the Labor Union of the Bank since February 2023,
and general manager of the Office of the Supervisory Committee of the Bank since July
2022. From August 2019 to July 2022, she served as the general manager (business
director level) of the Office of the Board (Supervisory Committee) of Bank of Jiaozuo
China Travel Services Co., Ltd. From March 2011 to August 2019, she served as the
deputy director (in charge of work) of the financing division of the Henan Provincial Land
Development and Investment Management Center (A& B+ ML EEEH L), and the
general manager and legal representative of Henan Land Assets Operation Company (/4]
ME T &EEEZ/AF]). From May 2008 to March 2011, she served as the general manager
of the Group Finance Department of Henan Hexie Industrial Group Co., Ltd. (/7] @ fl & & 2
S E BB AR]). From January 2007 to May 2008, she served as the chief financial officer of
Zhengzhou Real Estate Great Wall Real Estate Development and Operation Co., Ltd. (Zf
M E RIS E ML L HR A A]). From March 2005 to January 2007, she served as the
head of the treasury department of Henan Shunchi Real Estate Co., Ltd. (A F EStHE R
FRE(EA7]). From July 2000 to December 2004, she worked in the finance department of
Xi'an Tongshi Group Company (A% @R EE Q7). Ms. DAN Limin obtained a bachelor’s
degree in economics from Xi’an Jiaotong University in July 2000 and a master’s degree
in business administration from Xi'an Jiaotong University in December 2010.

Ms. WANG Xiaoyan (E/N#), born in November 1979, Chinese, is a senior international
finance manager, a senior management accountant and an intermediate accountant. Ms.
WANG Xiaoyan is the Shareholder representative Supervisor of the Bank. Ms. WANG
Xiaoyan has been serving as the financing director of Luoyang Guosheng Investment
Holding Group Co., Ltd. (5B RREZEREE B R 2 A]) since April 2022. From November
2016 to April 2022, Ms. WANG Xiaoyan worked in Luoyang City Development Investment
Group Co., Ltd. (&BH M ERERKELB AR A A]) and successively acted as the deputy
head and head of the financial management department and the financing director (during
which she concurrently acted as the chairwoman of Shenzhen Heluo Tianji Holdings Co.,
Ltd. ORI KEIER AR A A]), a subsidiary of Luoyang City Development Investment
Group Co., Ltd. from April 2021 to April 2022). From June 2004 to November 2016, Ms.
WANG Xiaoyan worked in Wanji Holding Group Co., Ltd. and successively served as
an accountant of the financial division and the deputy head and head of the capital
management office. Ms. WANG Xiaoyan obtained a bachelor’s degree in accounting from
Zhengzhou University in July 2021.
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Mr. YAN Yongfu (B7k X), born in August 1965, Chinese, a Hong Kong resident, is a senior
economist. Mr. YAN Yongfu is the Shareholder representative Supervisor of the Bank. Mr.
YAN Yongfu has been serving as an assistant to the general manager of CTG Development
Corporation Limited since November 2022. From September 2018 to November 2022, he
served as an assistant to the general manager of CTG Financial Services Corporation
Limited. From December 2014 to June 2020, he concurrently served as the chairman of
the board of directors of China National Travel Service (HK) Finance Company Limited
(B IKE B R A A]). From August 2012 to September 2018, he served as the deputy
general manager of China Travel Financial Holdings Co., Limited (renamed as China
Travel Financial Investment Holdings Co., Limited in September 2015) (during which, he
also served as the vice chairman of Bank of Jiaozuo China Travel Services Co., Ltd. from
January 2016 to October 2017). From October 2003 to August 2012, he successively
held various positions at the China Banking Regulatory Commission, including the head
of the miscellaneous financial institutions supervision division of the Henan Office, the
director and the secretary of the party committee of the Xinxiang Sub-office, the director
and the secretary of the party committee of the Zhoukou Sub-office, the director of the
propaganda department of the party committee of the Henan Office, the head of the
second state-owned bank supervision division of the Henan Office, the head of the first
on-site inspection division of the Henan Office, and the head of the urban commercial
bank supervision division of the Henan Office. From August 1987 to October 2003, he
successively held various positions at the People’s Bank of China, including staff member
of the Zhengzhou Branch, assistant to the head and auditor of the auditing division of the
Henan Branch, deputy head of the banking supervision division of the Zhengzhou Central
Sub-branch, deputy head of the investigation and statistics division of the Zhengzhou
Central Sub-branch, and deputy head and head of the cooperative financial institutions
supervision division of the Zhengzhou Central Sub-branch. Mr. YAN Yongfu obtained a
bachelor’'s degree in economics majoring in finance from Renmin University of China in
July 1987 and a master’s degree in economics majoring in finance from the Department
of Finance of Xiamen University in November 2001.

Ms. LU Suyue (BEZ B), born in June 1969, Chinese, is an intermediate economist. Ms.
LU Suyue is the Shareholder representative Supervisor of the Bank. Ms. LU Suyue has
been serving as the vice president and a director of Henan Rebecca Holding Co., Ltd. (JA
mMim B R AR E £ 2 R]) since January 2017. From June 2006 to January 2017, Ms. LU
Suyue served as the general manager of the capital management center and a director of
Henan Rebecca Holding Co., Ltd. From March 1998 to May 2006, she served as the head
of the financing department of Henan Rebecca Hair Products Co., Ltd. (A im B RE & 5%
I& 1 BB A R]). From March 1993 to February 1998, she served as the head of the finance
section of Henan Rebecca Co., Ltd. (A Ex B AR A 7).
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Mr. LI Xingzhi (Z8%), born in March 1962, Chinese, is a researcher. Mr. LI Xingzhi
is an external Supervisor of the Bank. Mr. LI Xingzhi has been the president of Henan
Central China Industrial Economic Development Strategies Research Institute (JA/F%& P
JR T 3483 R BB EBT) and the vice chairman of Henan Capital Market Institution (i
MEEATIHESE) since December 2021. He served as the chairman of Henan Century
Yongtai Holding Co., Ltd. (At 42k FIER AR A ) from November 2017 to July 2022,
the chairman of Henan Huachen Power Group Co., Ltd. (W@ ELEE HEBEER A ) from
August 2017 to March 2022, and the vice president of Yongtai Group Co., Ltd. ()kZFE&E
B AR 7)) from August 2017 to March 2022. From September 2010 to January 2017,
Mr. LI Xingzhi served as the secretary of the party committee and the president of the
Nanjing Branch of China Guangfa Bank. From August 1995 to August 2010, Mr. LI Xingzhi
worked at the Zhengzhou Branch of China Guangfa Bank and successively served as a
member of the party leadership group, a member of the preparation group, the assistant
president, the vice president and the president (and the secretary of the party committee).
From November 1985 to August 1995, Mr. LI Xingzhi worked at the first division, the
comprehensive division, the fourth division and the fifth division of the governor’s office
of the General Office of the People’s Government of Henan Province and successively
served as the deputy chief officer, the chief officer and the special secretary at deputy
department director level. From August 1983 to November 1985, Mr. LI Xingzhi served as
the deputy director of the development strategy office of the economic institute of Henan
Province Planning Economy Commission (R E &8I EZ E=). Mr. LI Xingzhi obtained
a bachelor’'s degree in economics from Jiangxi College of Finance and Economics (T
FAEFACERT) in July 1983, a master’'s degree in philosophy from Tsinghua University in
July 2002 and a doctor’'s degree in business administration from Huazhong University
of Science and Technology in December 2009 and was awarded the qualification of a
researcher in December 2003.

Ms. GU Xiujuan (&318), born in April 1968, Chinese. Ms. GU Xiujuan is an external
Supervisor of the Bank. Ms. GU Xiujuan has been a professor of the School of Economics
and Trade of Henan University of Technology since November 2014 and retired in
April 2023. From June 2004 to October 2014, Ms. GU Xiujuan served as the dean of
the School of Economics and Trade of Henan University of Technology. From May 2001
to May 2004, Ms. GU Xiujuan served as the head of the inspection division of China
Securities Regulatory Commission Beijing Bureau. From March 1997 to May 2001, Ms. GU
Xiujuan served as the deputy head of the financial inspection division of China Securities
Regulatory Commission Beijing Bureau. From October 1994 to February 1997, Ms. GU
Xiujuan served as the head of the management division and the audit division of the sub-
center of the Beijing Housing Fund Management Center. From May 1992 to September
1994, Ms. GU Xiujuan served as the deputy head of the housing project department
of the housing project office of the World Bank in Beijing and the deputy head of the
management division of the sub-center of the Beijing Housing Fund Management Center.
In addition, Ms. GU Xiujuan has been concurrently serving as an independent director of
Henan Shenhuo Coal & Power Co., Ltd. (listed on the Shenzhen Stock Exchange, stock
code: 000933.57) since May 2020 and an independent director of Yutong Bus Co., Ltd.
(listed on the Shanghai Stock Exchange, stock code: 600066.5H) since April 2020. She
has been concurrently serving as an independent director of Xinjiang Guotong Pipeline
Co., Ltd. (listed on the Shenzhen Stock Exchange, stock code: 002205.SZ) since October
2019. She concurrently served as an independent director of Shaanxi Zhongtian Rocket
Technology Co., Ltd. (listed on the Shenzhen Stock Exchange, stock code: 003009.S5Z)
from June 2020 to July 2023. Ms. GU Xiujuan obtained a bachelor's degree in statistics
from Renmin University of China in July 1989, a master’'s degree in finance from Renmin
University of China in July 1992 and a doctor’s degree in international finance from
Renmin University of China in September 2000.
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Ms. LIU Xia (2Ig), born in November 1978, Chinese. Ms. LIU Xia is an external Supervisor
of the Bank. Ms. LIU Xia has been a professor of Zhengzhou University since March
2023. Ms. LIU Xia has been the dean of the Department of Finance of the Business
School of Zhengzhou University since May 2020; a doctoral supervisor of international
students at Zhengzhou University since September 2019; and a master supervisor at
Zhengzhou University since September 2014. From July 2004 to March 2023, Ms. LIU
Xia successively served as a teaching assistant, a lecturer and an associate professor
at Zhengzhou University (during which she pursued her doctor’s degree in economics at
Renmin University of China from September 2008 to January 2012 and acted as a visiting
scholar at the University of California from November 2015 to May 2016). Ms. LIU Xia
obtained a bachelor’s degree in economics from Henan Normal University in July 2000,
a master’s degree in economics from Shaanxi Normal University in June 2004 and a
doctor’s degree in economics from Renmin University of China in January 2012. Ms. LIU
Xia was awarded the Backbone Youth Teacher in Henan Province in 2018.

Biography of Senior Management

Mr. LIU Kai (2/8l), born in March 1971, Chinese. Mr. LIU Kai is the deputy secretary to
the party committee and the president of the Bank. Mr. LIU Kai has served as the deputy
secretary to the party committee and president of the Bank from January 2023 to present;
served as the deputy secretary to the party committee and acting president of the Bank
from August 2022 to January 2023; served as a member of the party committee and
vice president of the Bank from December 2014 to August 2022; served as a member
of the Leading Group Office for the reform and restructuring and the head of planning
department of some city commercial banks in Henan Province from November 2013 to
December 2014; served as the assistant to the head of the Bureau of Financial Market
of PBOC from August 2011 to November 2013; served as the secretary to the party
committee and the president of PBOC Anyang Central Sub-branch from May 2007 to
August 2011; served as the manager of the office of PBOC Zhengzhou Central Sub-
branch from December 1998 to May 2007; served as a section member of the Henan
Branch of PBOC from July 1993 to December 1998. Mr. LIU Kai received a bachelor’s
degree in law from Zhengzhou University in June 1993 and a master’'s degree in liberal
arts from Henan University in June 2007.

Mr. ZHOU Litao (AEE), born in November 1979, Chinese, intermediate economist. Mr.
ZHOU Litao is the vice president of the Bank. Mr. ZHOU Litao has served as the vice
president of the Bank and the secretary of the party committee and the president of
Luoyang Branch from June 2022 to present; served as the vice president of the Bank
from May 2018 to June 2022; served as the corporate business director of the Bank from
December 2014 to May 2018; served as the general manager of the asset management
department of the investment banking division of the head office of the China CITIC
Bank from May 2013 to December 2014; served as the general manager of the strategic
customer department of the Zhengzhou Branch of China CITIC Bank ({2 R1TE0 5 17)
from January 2013 to May 2013, served as the general manager of investment banking
division of the Zhengzhou Branch of China CITIC Bank from August 2012 to January 2013;
served successively as the product manager, assistant to the general manager, deputy
general manager and general manager of the investment banking center of Zhengzhou
Branch of China CITIC Bank from March 2008 to August 2012; served as the product
manager of the corporate banking department of Zhengzhou Branch of China CITIC Bank
from February 2006 to March 2008; worked at the Henan Branch of the China Construction
Bank (FEIZERIRITA A 5 17) from July 2001 to July 2003. Mr. ZHOU Litao obtained his
bachelor’'s degree in economics and a master’'s degree in business administration from
Xi’an Jiaotong University in July 2001 and February 2006, respectively.
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Mr. LIU Qingfen (£/58%), born in March 1970, Chinese, intermediate economist. Mr.
LIU Qingfen is an assistant to the president of the Bank. Mr. LIU Qingfen has served
as a member of the party committee and an assistant to the president of the Bank from
October 2023 to present; served as a member of the party committee and an assistant
to the president of the Bank and the secretary to the party committee of AB Leasing Co.,
Ltd. from January 2023 to October 2023; served as a member of the party committee and
an assistant to the president of the Bank from March 2022 to January 2023; served as
an assistant to the president of the Bank from June 2018 to March 2022; served as the
general manager of the corporate banking department of the Bank from February 2018 to
June 2018; served as the secretary to the party committee and president of the Zhengzhou
Branch of the Bank from July 2017 to February 2018; served as the secretary to the party
committee and general manager of the head office of the Bank from December 2014 to July
2017; served as the deputy secretary to the party committee and the proposed president
of Kaifeng Commercial Bank (R M 38R1T) from February 2013 to December 2014;
served as the Director of the Dongdajie business department of the Zhengzhou Branch
of China Industrial Bank from July 2012 to February 2013; served as the president of the
Dongdajie Sub-branch (R A7) of the Zhengzhou Branch of China Industrial Bank
from August 2007 to July 2012; served as the head of business expansion department
of the Zhengzhou Branch of China Industrial Bank (2 R1T7E0N 5 7T) from April 2006 to
August 2007; served as the president of the Weiwu East Road Sub-branch (AR KX
77) of the Zhengzhou Branch of Bank of Communications from June 2005 to April 2006;
served as the vice president of the Weizhong Sub-branch (&7 X 17) of the Zhengzhou
Branch of Bank of Communications from April 2004 to June 2005; served successively
as the account manager and the deputy section chief of the customer section of the
business department of Zhengzhou Branch of Bank of Communications (3R 1T &M
47) from November 2000 to April 2004; served as the deputy director of the office of
Zhengzhou Commercial Bank from January 2000 to November 2000; the vice president
of Zhengbian Road Sub-branch (Z)~¥3277) and Qiaojiamen Sub-branch (BXRFIZ1T)
of Zhengzhou Commercial Bank successively from July 1998 to January 2000 (taking
charge of work) and the section member of the office of Zhengzhou Commercial Bank (
BN T EERTT) from July 1994 to July 1998. Mr. Liu Qingfen obtained his bachelor’s
degree in liberal arts from Zhengzhou University (B8 K&8) in July 1994.
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Mr. SHAO Qiang (&Bi&), born in October 1970, Chinese, senior economist. Mr. SHAO
Qiang is an assistant to the president of the Bank. Mr. SHAO Qiang served as the member
of the party committee and assistant to the president of the Bank since June 2022; served
as a member of the party committee of the Bank from March 2022 to June 2022; served as
the deputy secretary to the party committee and president of Bank of Luoyang Co., Ltd.
from January 2021 to March 2022; served as the deputy secretary to the party committee
of the Bank of Luoyang Co., Ltd. and acting president from July 2020 to January 2021;
served as the deputy secretary to the party committee of the Bank of Luoyang Co.,
Ltd. from June 2020 to July 2020; served as the secretary to the party committee and
president of Luoyang Branch of the Bank from November 2016 to June 2020; served as
the head of the planning group of Luoyang Branch of the Bank from September 2016 to
November 2016; served as the general manager of Luoyang Business Department of
the Bank from July 2015 to September 2016; served as the head of Jiaozuo Branch of
China Guangfa Bank from April 2015 to July 2015; served as general manager of Human
Resources Department of Zhengzhou Branch of China Guangfa Bank from March 2013 to
April 2015; served as general manager of Credit Management Department of Zhengzhou
Branch of China Guangfa Bank from May 2012 to March 2013; served as the president of
the Science and Technology Sub-branch of Zhengzhou Branch of China Guangfa Bank
from July 2007 to May 2012; served successively as the business department manager,
assistant to the president and president of Songshan Road Sub-branch of Zhengzhou
Branch of China Guangfa Bank from July 1998 to July 2007; served as the manager of the
branch office of Zhongyuan East Road of Zhengzhou branch of China Guangfa Bank from
July 1997 to July 1998; worked at financial and accounting department of Zhengzhou
Branch of China Guangfa Bank from September 1996 to July 1997; worked at branch
office of Hongzhuan Road of Zhengzhou Branch of China Guangfa Bank from December
1995 to September 1996; served as a section member of the Inspection Section | of the
Price Inspection Institute of Henan Province from July 1992 to December 1995. Mr. SHAO
Qiang received a bachelor’'s degree in economics from Henan College of Finance in June
1992 and a doctorate degree in economics from Huazhong University of Science and
Technology in December 2011.

Mr. WANG Tianqi (£X%), born in February 1985, Chinese. Mr. WANG Tiangi is an
assistant to the president of the Bank. Mr. WANG Tiangi served as the member of party
committee, assistant to the president and secretary to the party committee and president
of the Zhengzhou Branch of the Bank since September 2023; served as the member
of party committee and assistant to the president of the Bank from August 2022 to
September 2023; served as a member of party committee of the Bank from June 2022 to
August 2022; served as the member of party committee and the head of the office of the
Board of Directors of the Bank from March 2022 to June 2022; served as the head of the
office of the Board of Directors of the Bank from January 2022 to March 2022; served as
the secretary to the party committee and president of the Luoyang Branch of the Bank
from July 2020 to January 2022; served as the secretary to the party committee and
president of the Luohe Branch of the Bank from February 2018 to June 2020; served as
the general manager of the investment banking division of the Bank from November 2016
to February 2018; served as the vice general manager of the investment banking division
of the Bank from December 2014 to November 2016 (presided over the work); served as
a registration and examination staff of the Registration Office of the National Association
of Financial Market Institutional Investors (FEIR1TETIZR ZEHE) from September
2014 to December 2014; served as the policy research post and issuance approval post
of the Bond Issuance Management Division of the Bureau of Financial Market of PBOC
from September 2013 to September 2014; served as the general post and registration
review post of the Registration Office of the National Association of Financial Market
Institutional Investors from July 2010 to September 2013. Mr. WANG Tiangi obtained a
master’s degree in law from China University of Political Science and Law in July 2010.
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Mr. WANG Le (E%£), born in November 1977, Chinese, intermediate economist. Mr.
WANG Le is an assistant to the president of the Bank. Mr. WANG Le served as the
member of the party committee and assistant to the president of the Bank since June
2022; served as a member of the party committee of the Bank from March 2022 to June
2022; served as a member of the party committee, vice president and director of Jiaozuo
Bank of China Travel Service (BfEFIKIETT) from May 2019 to March 2022; served as
a member of the party committee, vice president, director of Jiaozuo Bank of China
Travel Service and the president of Zhengzhou Branch from November 2017 to May
2019; served as a member of the party committee, vice president and director of Jiaozuo
Bank of China Travel Service and the head of the planning group of Zhengzhou Branch
from August 2016 to November 2017; served as a member of the party committee, vice
president and director of Jiaozuo Bank of China Travel Service from August 2015 to
August 2016; served as the vice president of Jiaozuo Commercial Bank (F{ET & ¥ iR
77) from January 2015 to August 2015; from August 2014 to January 2015, he worked
at Jiaozuo Commercial Bank; from September 2012 to August 2014, he served as the
office chief of Haikou Branch of China CITIC Bank ({2178 05 17); from April 2012
to September 2012, he worked at the office of Haikou Branch of China CITIC Bank; from
March 2012 to April 2012, he served as the deputy general manager of the corporate
banking department of Zhengzhou Branch of China CITIC Bank (FF{Z$R77E0N 2 77); from
February 2009 to March 2012, he served as the assistant to the general manager of
corporate banking department of Zhengzhou Branch of China CITIC Bank; from March
2004 to February 2009, he served as the manager of planning and financial department
of Zhengzhou Branch of China CITIC Bank; from February 2002 to March 2004, he worked
at planning and financing department of Zhengzhou Branch of China CITIC Bank; from
August 1998 to February 2002, he served as an integrated teller of business department
of Zhongging Sub-Branch (&3 17) of Zhengzhou Branch of China CITIC Bank. Mr.
WANG Le obtained his bachelor’'s degree in economics from Zhengzhou University in
July 1998.
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Ms. LIU Juan (£/%8), born in November 1973, Chinese, accountant. Ms. LIU Juan is an
assistant to the president of the Bank. Ms. LIU Juan served as the member of the party
committee and assistant to the president of the Bank since November 2022. from March
2022 to November 2022, she served as the member of the party committee of the Bank;
from September 2021 to March 2022, she served as the member of party committee of
Bank of Pingdingshan Co., Ltd., the secretary of the party committee, the president, the
proposed Director and the vice president of Zhengzhou Branch; from March 2019 to
September 2021, she served as a member of the party committee of Bank of Pingdingshan
Co., Ltd., the secretary of the party committee and president of Zhengzhou Branch;
from February 2019 to March 2019, she performed duties on behalf of the president of
Zhengzhou Branch of Bank of Pingdingshan Co., Ltd.; from September 2017 to February
2019, she served as deputy head of the group applying for preparation of the proposed
privately-owned bank of Zhengzhou Zhongrui Industrial Group Co., Ltd. (BRI E ¥ %
B AR 7A]); from July 2015 to September 2017, she served as the general manager of
corporate banking department and investment banking department of Haikou Branch of
China CITIC Bank; from May 2014 to July 2015, she served successively as the deputy
head of the planning group and the president of Sanya Branch of China CITIC Bank (
F{ZIR1T =25 1T7); from July 2013 to May 2014, she served as the general manager of
five business department of the company of Haikou Branch of China CITIC Bank; from
March 2011 to July 2013, she served successively as deputy head of the planning group
and the president of Pingdingshan Sub-branch of China CITIC Bank (F{z8R17FIAEILS
77); from March 2008 to March 2011, she served successively as the manager of the
corporate department, the assistant to the president and the vice president (presided
over the work) of Nanyang Road Sub-Branch (EF%#& % 1T) of Zhengzhou Branch of China
CITIC Bank; from November 1997 to March 2008, she served successively as a teller,
the account manager, the deputy manager of personal credit centre, senior account
manager of Zhengzhou Branch of China CITIC Bank; from July 1995 to November 1997,
she served as the accountant of finance department of Henan Materials Group Co., Ltd. (
WY EEBE AR AR, Ms. LIU Juan received a bachelor’s degree from Henan College of
Finance in July 1995 and a master’s degree in management from the Chinese University
of Hong Kong in July 2017.
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Mr. YAO Hongbo (ZKALK), born in April 1969, Chinese, intermediate economist. Mr.
YAO Hongbo is an assistant to the president of the Bank. Mr. YAO Hongbo served as
the assistant to the president of the Bank and chairman of the board of supervisors of
AB Leasing Co., Ltd. since October 2023; served as the assistant to the president of the
Bank and deputy secretary to the party committee, chairman of the board of supervisors
and secretary of committee for discipline inspection of AB Leasing Co., Ltd. from March
2023 to October 2023; served as the assistant to the president of the Bank and deputy
secretary to the party committee and chairman of the board of supervisors of AB Leasing
Co., Ltd. from July 2022 to March 2023; served as an assistant to the president of the
Bank from May 2019 to July 2022; served as the Bank’s retail business director from
April 2018 to May 2019, served as the secretary to the party committee and president
of the Bank’s Xinxiang Branch from March 2016 to April 2018; served as the general
manager of the corporate banking department of Zhengzhou Branch of China CITIC Bank
from October 2015 to March 2016; served as the secretary of the party committee and
the president of China CITIC Bank Jiaozuo Branch from January 2013 to October 2015;
served as the president of China CITIC Bank Zhengzhou Dongfeng Road Sub-branch
from April 2010 to January 2013; served as the president of China CITIC Bank Zhengzhou
Huanghe Road Sub-branch from January 2010 to April 2010; served as the vice president
of Zhengzhou Wenhua Road Sub-branch of China CITIC Bank from January 2008 to
January 2010; served successively as the assistant to the office chief and the deputy
director of Zhengzhou Branch of China CITIC Bank from February 2005 to January 2008;
served as the organization section chief in the human resources department of the China
Construction Bank Henan Branch from January 2003 to February 2005; served as a cadre
in the office research department of the China Construction Bank Henan Branch from
January 2002 to January 2003; served as a cadre in the integrated division under the
asset protection department in China Construction Bank Henan Branch from April 2001
to January 2002; served successively as the employee, deputy director of the office,
director of the branch office and deputy head of the credit section of China Construction
Bank’s Mianchi County Branch from July 1992 to April 2001. Mr. YAO Hongbo obtained
his bachelor’'s degree in economics from Zhengzhou University in July 1992,

Ms. SUO Jia (%&{£), born in January 1975, Chinese. Ms. SUO Jia is an assistant to the
president of the Bank. Ms. SUO Jia served as the assistant to the president of the Bank
since March 2023; proposed to be an assistant to the president of the Bank from December
2022 to March 2023; served as the director and a first-class researcher of the consumer
rights protection division of CBIRC Henan Office from October 2020 to December 2022;
served as the director and a first-class researcher of the personal insurance supervision
division of CBIRC Henan Office from December 2019 to October 2020; served as the
director of the personal insurance supervision division of CBIRC Henan Office from April
2019 to December 2019; served as a cadre (director level) of CBIRC Henan Office from
October 2018 to April 2019; served as the director of the personal insurance supervision
division of CIRC Henan Office from April 2015 to October 2018; served as the director
of the statistics and research division of CIRC Henan Office from September 2012 to
April 2015; served as the deputy director (presided over the work) of the statistics and
research division of CIRC Henan Office from February 2011 to September 2012; served
as the deputy director of the statistics and research division of CIRC Henan Office from
October 2009 to February 2011; served successively as the deputy chief section member,
chief section member, assistant to the chief and deputy chief of the office of CIRC Henan
Office (the office of the party committee) from May 2004 to October 2009; served as the
deputy chief section member of the general administration division of CIRC Henan Office
from March 2004 to May 2004; served as a cadre of the institutional management division
and the general management division of CIRC Zhengzhou Special Office from June 2001
to March 2004; worked in CPIC Zhengzhou Branch from July 1997 to June 2001. Ms. SUO
Jia obtained her master’s degree in management from Xi’an Jiaotong University in April
2005.
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Mr. HU Hao (), born in July 1983, Chinese, intermediate engineer. Mr. HU Hao is the
chief information officer of the Bank. Mr. HU Hao served as the chief information officer
of the Bank since November 2023; served as the technical director of the Bank from
June 2018 to November 2023; served as the general manager of information technology
department of the Bank from July 2015 to June 2018; served as the head of the e-commerce
development group of the information technology management department of China CITIC
Bank from November 2013 to July 2015; served as the system development post in the
information technology department of the head office of China CITIC Bank from August
2007 to October 2013. Mr. HU Hao received a bachelor’'s degree in engineering from
Tsinghua University in July 2005 and a master’'s degree in engineering from Tsinghua
University in July 2007.

Mr. NIE Guogqing (ZEE &), born in April 1969, Chinese, senior economist. Mr. NIE Guoging
is the business director of the Bank. Mr. NIE Guoging served as the business director of
the Bank since September 2023, served as the general manager of the equity investment
management department (township bank management department) of the Bank from July
2022 to September 2023; served as the interim head of the equity investment management
department (township bank management department) of the Bank from January 2022
to July 2022; served as the general manager of the rural revitalization and financial
department of the Bank from April 2021 to January 2022; served as the head of the rural
finance department of the Bank from March 2021 to April 2021, served as the secretary
to the party committee and president of Anyang Branch of the Bank from February 2016
to March 2021, served as the secretary to the party committee and president of Puyang
Branch of the Bank from December 2014 to February 2016; served as the member of
the party committee, president and director of Bank of Puyang Co., Ltd. (& IRT1TARS
BRRAF]) from November 2012 to December 2014; served as the member of the party
committee, president and director of Puyang Commercial Bank Co., Ltd. (5T 2R 17
1% BB A A]) from February 2010 to November 2012; served as the member of the party
committee and deputy general manager of Puyang City Credit Co., Ltd. (CEFS MM M A4t
1% B BE A A]) from December 2006 to February 2010; served as the member of the party
committee and deputy chief of Urban Credit Cooperative of Puyang (85 % 15 L)
from September 2006 to December 2006; served as the head of the corporate business
department of Puyang Branch of Bank of China (F BIR1T#F5 5 1T) from December 2005
to September 2006; served as the president of Laocheng Sub-branch (E#H%77) of
Puyang Branch of Bank of China from January 2003 to December 2005; served as the
head of asset preservation department of Puyang Branch of Bank of China from May 2001
to January 2003; served as the deputy chief of risk management department of Puyang
Branch of Bank of China from March 2000 to May 2001; worked at credit management
section and risk management department of Puyang Branch of Bank of China from March
1998 to March 2000; worked at foreign trading credit section of Puyang Branch of Bank
of China from March 1997 to March 1998; worked at Zhongyuan Road Office (FF R ## =
B&) of Puyang Branch of Bank of China from July 1992 to March 1997. Mr. NIE Guoging
obtained a master’s degree in business administration from Shanghai Jiao Tong University
in December 2014.
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Mr. PAN Wenyao (EX ), born in September 1972, Chinese. Mr. PAN Wenyao is the
secretary to the Board of the Bank. Mr. PAN Wenyao has been the general manager of
the party committee office (the office of the Board) of the Bank since January 2023. He
successively served as the deputy head of the financial leasing working group of the
Bank, the secretary of the party committee, director, acting chairman and chairman of AB
Leasing Co., Ltd. from June 2017 to January 2023. He worked at China CITIC Bank from
April 1998 to June 2017, and successively served as the deputy manager, manager of
the business department and assistant to the president of Wenhua Road Sub-branch, the
head and president of the West Sub-branch, the president of Longhai Road Sub-branch,
the president of Runhua Sub-branch, the general manager of the international business
department, the general manager of the corporate banking department and general
manager of the planning and finance department, a member and the secretary of the
party committee and president of Anyang Branch, the secretary of the party committee
and president of Luoyang Branch and a member of the party committee and the assistant
to the president of Lanzhou Branch. He served as the director of the branch office of
Shangcheng Road Sub-branch of Zhengzhou Branch of Bank of China from September
1995 to April 1998. He served as the sales manager of Zhuhai Gree Group (¥K/81& &
&) from July 1994 to September 1995. Mr. PAN Wenyao obtained a bachelor’'s degree
in engineering from Huazhong University of Science and Technology in July 1994 and
a master’s degree in law from Huazhong University of Science and Technology in June
2007.

Ms. TONG Qi (&%), born in September 1975, Chinese. Ms. TONG Qi is the general
manager of the financial and accounting department of the Bank. Ms. TONG Qi served as
the general manager of the financial and accounting department of the Bank from October
2022 till now; served as the head of the financial and accounting department of the Bank
(action in an acting capacity) from January 2022 to October 2022; served as the general
manager of the accounting operation department of the Bank from February 2019 to
January 2022; served as the vice general manager of the accounting operation department
of the Bank (presided over the work) from February 2018 to February 2019; served as
the assistant to the general manager of the accounting operation department of the Bank
from April 2015 to February 2018; worked in the accounting operation department of the
Bank from March 2015 to April 2015; served as the assistant to the president of Zhongmu
Sub-branch, Zhengzhou Branch of China CITIC Bank ({2 $R77£0N 5 77) from November
2014 to March 2015; served as the manager of the accounting inspection division of the
accounting department of Zhengzhou Branch of China CITIC Bank from August 2013
to November 2014; served as an accounting manager of Nanyang Road Sub-branch,
Zhengzhou Branch of China CITIC Bank from August 2010 to August 2013; worked at the
accounting department of Zhengzhou Branch of China CITIC Bank from February 2007 to
August 2010; worked at the business department of the Agricultural Bank of China Henan
Branch (FEI R EIEITA A H77) from March 1999 to February 2007; served as a teller
and accounting manager in the business department of the Agricultural Bank of China
Henan Branch from August 1995 to March 1999; and studied accounting at the School
of Henan Agricultural Bank (AR & B R1TE) from September 1993 to August 1995.
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Ms. HUANG Ming (¥B8), born in September 1974, Chinese. Ms. HUANG Ming is the
general manager of the audit department of the Bank. Ms. HUANG Ming served as the
general manager of the audit department of the Bank from October 2022 till now; served
as the head of the audit department of the Bank (action in an acting capacity) from January
2022 to October 2022; served as the vice general manager of the audit department of
the Bank from February 2021 to January 2022; served as the audit executive of the
audit department of the Bank from March 2020 to February 2021; served as the general
manager of the risk management department of the Bank from February 2018 to March
2020; served as the general manager of the corporate banking department of the Bank
from February 2017 to February 2018; served as the vice general manager of the credit
approval department of the Bank (presiding over the work) from April 2016 to February
2017; served as the vice general manager of the risk management department of the
Bank (presiding over the work) from December 2014 to April 2016; worked in the planning
group of the Bank from May 2014 to December 2014; worked as a risk manager in the
risk management department of China Everbright Bank Zhengzhou Branch (¢ K877 &5/
547) from December 2009 to May 2014; served as the assistant to the director of Henan
Branch of Huayin Certified Public Accountants (& 2t E#5F7) from September 2003
to December 2009; worked as an auditor of Henan Tianjian Certified Public Accountants
O At E:HEMEFT) from October 1999 to September 2003; worked in account
management of Henan International Trust & Investment Corporation (A4 BIER{E57E
&N 7F]) from July 1996 to October 1999; studied finance and accounting at Henan
University (A1 X&) from September 1994 to July 1996; studied finance and accounting
and obtained her master’s degree in accounting at Shanghai University of Finance and
Economics (/88 & KE) from February 2007 to February 2009.

4. Confirmation of Independence of Independent Non-executive Directors

All independent non-executive Directors have confirmed their independence pursuant to the
factors set out in Rule 3.13 of the Listing Rules and the Bank has considered that all the
independent non-executive Directors are independent.

5. Securities Transactions by Directors, Supervisors and Relevant Employees

The Bank has adopted the Model Code as the code of conduct for securities transactions of
the Bank by all Directors and Supervisors. The Bank has also put in place guidelines in respect
of dealings in securities of the Bank with terms no less exacting than those of the Model Code,
for the relevant employees (as defined in the Hong Kong Listing Rules). Having made specific
enquiries to all Directors and Supervisors regarding their compliance with the Model Code,
each of the Directors and Supervisors confirmed that those standards as provided thereunder
have been complied with during the Reporting Period. Having made specific enquiries to the
relevant employees regarding their compliance with the guidelines of dealing in securities of
the Bank, the Bank is not aware of any incompliance with the guidelines.

6. Interests and Short Positions of Directors, Supervisors and Senior Management
in Shares, Underlying Shares and Debentures

As of the end of the Reporting Period, none of the Directors, Supervisors or chief executive
officers of the Bank has interests and short positions in the Shares, underlying Shares and
debentures of the Bank or any of its associated corporations (within the meaning of Part XV of
the SFO) which were recorded in the register required to be kept by the Bank under Section
352 of the SFO, or which were required to be notified to the Bank and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO and the Model Code.
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Remuneration Information for Directors, Supervisors and Senior Management

The Bank provides remuneration for Directors, Supervisors and senior management according
to the Administrative Measures on the Remuneration of Directors and Supervisors of
Zhongyuan Bank Co., Ltd. ( (R RIBITRHERARESE - ESHIMERIE) ), Administrative
Measures on the Remuneration of Senior Management of Head Office of Zhongyuan Bank
Co., Ltd. ( (HFRIBITRHDERAFBITEREBEAEHFMEIEIE) ), Measures for Evaluating
the Performance of Directors and Senior Management of Board of Directors of Zhongyuan
Bank Co., Ltd. ( (FRIRITIRMBERAFEZTGHES - 88 ABBRRBFTEIE) ), Measures for
Evaluating the Performance of Directors, Supervisors and Senior Management of Board of
Supervisors of Znongyuan Bank Co., Ltd. ( (R RIBITRNERAFRIEFTSHES EF - 2EA
EEBBEYL) ) and Measures for the Administration of the Performance Appraisal of Senior
Management of Head Office of Zhongyuan Bank Co., Ltd. ( (R RETRMHDER AT AITERE
BABREEZERZIOR) ).

The specific remuneration package of the Bank’s Directors and senior management personnel
shall be reviewed by the Nomination and Remuneration Committee of the Board and the Board,
and the remuneration of Directors shall be reviewed by the shareholders’ general meetings for
final decision as well. The specific remuneration package of the Supervisors must be reviewed
by the Nomination Committee of the Board of Supervisors and the Board of Supervisors, and
were ultimately decided by the shareholders’ general meetings. The remuneration package
of the executive Directors, employee representative Supervisors and senior management
of the Bank includes the basic annual salary, annual performance bonus, allowances and
benefits. Non-official non-executive Directors and Shareholder representative Supervisors
receive allowances for special committees and reimbursement for attending meetings from
the Bank, and independent non-executive Directors and external Supervisors receive annual
remuneration, allowances for special committees and reimbursement for attending meetings
from the Bank. The remuneration system of directors, supervisors and senior management
personnel is determined based on the principles of power and responsibility consistency,
incentives (both short-term and medium and long term incentives are taken into account) and
constraints combination, promoting the marketization of the Bank’s income distribution for
senior management.

Remuneration paid to the senior management (excluding the Directors and Supervisors) by
the Bank for the year ended December 31, 2023 is set out below':

Number of
employees
RMBO to RMB1,000,000 3
RMB1,000,000 to RMB2,000,000
RMB2,000,000 or above 2

The above-mentioned remuneration is paid in advance, and the actual amount of remuneration received
by these personnel may be adjusted based on the approval opinions of the superior department.
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8. Employees’ Remuneration Policies and Training Programs

8.1

8.2

Information of Employees

As of the end of the Reporting Period, we had 18,835 employees in total, of which
2,063 employees at our head office and 16,772 employees at our branches and sub-
branches (including direct sub-branches). We had 369 dispatched staff, who normally
served at non-key positions in the Bank. As of the end of the Reporting Period, 16,170
employees or 85.8% had bachelor’s degrees or above, with the average age of 37.6. We
totally had 1,810 employees at village and township banks sponsored by the Bank, 229
employees at AB Leasing, 86 employees at BOL Financial Leasing and 509 employees
at Consumer Finance Company. As of the end of the Reporting Period, the Bank’s senior
management (excluding Directors) consisted of 9 males and 4 females; there were 9,526
male employees (accounting for approximately 50.6% of the total employees) and 9,309
female employees (accounting for approximately 49.4% of the total employees) overall in
the Bank with a reasonable gender structure. The Board believes that the Bank’s senior
management and staff have diversity in gender.

Employees’ Remuneration Policies

The remuneration management of the Bank adheres to the employee-centered,
efficiency-oriented and performance-based principles with due consideration to fairness.
According to the relevant laws and regulations and industry regulatory requirements,
the remuneration structure has been designed based on the concept of paying for
capabilities, responsibilities and contributions (&8 HfE - BEENEF - BERNH),
and a sound remuneration management system and a scientific and reasonable incentive
and restraint mechanism have been established.

The Bank gave full play tothe guiding role of remuneration in operation and risk management
and control. In accordance with the principle of combining immediate incentives with long-
term incentives and combining effective incentives and responsibility constraints, the
Bank implemented deferred payment of performance-based remuneration for applicable
personnel, and improved the management measures of relevant performance recovery
and deduction, so as to further promote the senior management and employee’s stable
operation and long-term sustainable development of the Bank.

The relevant remuneration management system of the Bank should be submitted to the
Party Committee, Employees’ Representative Meeting, Nomination and Remuneration
Committee under the Board and the Board of Directors for review. The Bank did not have
any share scheme or employee shareholding plan during the Reporting Period.
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8.3 Training Programs

Based on the business development strategy and under the people-oriented philosophy,
the Bank developed its education and training plans. The Bank implemented a
management mechanism of unified principles and plans, hierarchical management
and classified implementation for employee training, established a hierarchical training
system of “navigating, voyaging, sailing” ({8f * &ff + B(f#l) and managed the trainings
in accordance with a three-tier training system comprising “head office, branch, sub-
branch (sector)” (# - % * ). During the Reporting Period, the Bank held a total of 164
level 1 training sessions with a total of 68,200 participants and 3.60 trainings per head,
basically covering all employees; 18 branches actually carried out 914 level 2 training
sessions, with a total of 113,400 participants.

During the Reporting Period, the Bank’'s training work prioritized enhancing the
comprehensive capability of key personnel and the capacity of all staff in the Bank to fulfill
their job description. The comprehensive capability of key personnel, mainly including
the middle and senior management, newly promoted or hired heads of secondary
departments, presidents at the sub-branch level and newly recruited college graduates,
was mainly improved through offline training. The Bank employees’ capacity to fulfill their
job description was primarily improved through online training provided by the online
learning platform. 18,400 people completed the task of attending annual courses, with
learning time reaching 1,300,000 hours in total. The Bank carried out 1,730 online tests in
total, empowering all staff to upgrade their skills, so as to provide strong talent support
for its long-term development.

Information of Institutions under the Bank

As of the end of the Reporting Period, the Bank had 18 branches and 1 direct sub-branch, with
a total of 684 business outlets. Among them, there were 426 urban sub-branches, 168 county
sub-branches, 79 township sub-branches, 9 community sub-branches and 2 small and micro
sub-branches.

No.  Region Name of Branch  Business Address Remarks
1 Zhengzhou, Headquarters Zhongke Golden Tower, No. 23 Shangwu Waihuan Road, In charge of one direct
Henan Zhengdong New District CBD, Zhengzhou, Henan Province sub-branch institution, one
sub-branch institution
2 Zhengzhou, Zhengzhou branch  No. 6, Fengyi Road, Jinshui District, Zhengzhou City, Henan In charge of one
Henan Province business department, 62
sub-branch institutions
3 Luoyang, Luoyang branch Intersection of Kaiyuan Avenue and Tongji Street, Luolong District,  In charge of one
Henan Luoyang City, Henan Province business department, 76
sub-branch institutions
4 Kaifeng, Kaifeng branch No. 246, West Daliang Road, Kaifeng City, Henan Province In charge of one
Henan business department,
29 sub-branch institutions
5 Xinyang, Xinyang branch Xinshi Street, Yangshan New District, Xinyang City, Henan Province In charge of one
Henan business department, 33

sub-branch institutions
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No. Region Name of Branch Business Address Remarks
6 Anyang, Anyang branch Northwest Corner, Intersection of Wenfeng Avenue and Guangming In charge of one
Henan Road, Wenfeng District, Anyang City, Henan Province business department, 27

7 Hebi, Henan

8 Luohe, Henan
9 Nanyang,
Henan

10 Pingdingshan,

Henan
" Puyang
Henan
12 Sanmenxia
Henan
13 Shanggqiu,
Henan
14 Xinxiang
Henan
15 Xuchang
Henan
16 Zhoukou
Henan

17 Zhumadian,
Henan

18 Jiaozuo,
Henan

19 Jiyuan, Henan

Hebi branch

Luohe branch

Nanyang branch

Pingdingshan

branch

Puyang branch

Sanmenxia

branch

Shanggiu branch

Xinxiang branch

Xuchang branch

Zhoukou branch

Zhumadian

branch

Jiaozuo branch

Jiyuan branch

Finance Centre, Northeast Corner, Intersection of Qishui Avenue
and Chaoge Road, Qibin District, Hebi City, Henan Province

Intersection of Huangshan Road and Songjiang Road, Yancheng
District, Luohe City, Henan Province

Diyuan Garden, No. 1 Zhongzhou East Road, Wancheng District,
Nanyang City

No. 7, Yaodian Avenue, Zhanhe District, Pingdingshan City, Henan
Province

No. 444, Shenglizhong Road, Puyang City, Henan Province

No. 2 Commercial Street South, Yingbin Avenue West, Central

Business District, Sanmenxia City, Henan Province

No. 195, Middle Wenhua Road, Suiyang District, Shanggiu City,
Henan Province

No. 599, Pingyuan Road, Xinxiang City, Henan Province

East Jianan Avenue, Xuchang City, Henan Province

Changjian MOCO New World Business Office Building, Intersection
of Qingfeng East Road and Zhoukou Avenue, Zhoukou City, Henan
Province

No. 168, Wenming Road, Zhumadian City, Henan Province

No. 1, Yingbin Road, Jiaozuo City

No. 481, Middle Yellow River Road, Jiyuan City, Henan Province

sub-branch institutions
In charge of one
business department, 15
sub-branch institutions
In charge of one
business department, 17
sub-branch institutions
In charge of one
business department, 50
sub-branch institutions
In charge of one
business department, 66
sub-branch institutions
In charge of one
business department, 23
sub-branch institutions
In charge of one
business department, 33
sub-branch institutions
In charge of one
business department, 47
sub-branch institutions
In charge of one
business department, 34
sub-branch institutions
In charge of one
business department, 32
sub-branch institutions
In charge of one
business department, 29
sub-branch institutions
In charge of one
business department, 39
sub-branch institutions
In charge of one
business department, 49
sub-branch institutions
In charge of one business
department, 3 sub-branch
institutions
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1. Organizational Structure Chart
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Summary of Organizational Structure of Corporate Governance

In strict compliance with the requirements of domestic and foreign laws and regulations,
the Bank actively built a sound corporate governance structure, committed to building an
excellent corporate governance mechanism, continuously enhanced the quality and efficiency
of corporate governance, and promoted the high-quality development of various businesses
of the Bank, so as to safeguard shareholders’ interests and enhance the corporate values.

The Bank has established a comprehensive corporate governance structure in accordance
with the requirements under the Hong Kong Listing Rules. The compositions of the Board and
its special committees complied with the requirements under the Hong Kong Listing Rules.
The responsibilities are clearly split among the general meeting, the Board, the Board of
Supervisors and the senior management. The general meeting is the authority of the Bank,
which exercises its powers pursuant to the laws. The Board shall be accountable to the
shareholders’ general meeting, and our Bank currently has six special committees under the
Board. The special committees are operated under the leadership of the Board and provide
advice on the decision-making of the Board. The Board of Supervisors shall be accountable
to the shareholders’ general meeting, with the target of safeguarding the legitimate interests
of the Bank, the Shareholders, staff, creditors and other stakeholders, as well as supervising
the stable and compliance operation of the Bank and the performance of the Board and the
senior management. The senior management of the Bank works under the leadership of the
Board, which is responsible for the implementation of the resolutions of the Board and the
daily business operations of the Bank and is required to report to the Board and the Board of
Supervisors on a regular basis. The president of the Bank shall be appointed by the Board
and shall be accountable to the Board, which is responsible for the overall business operation
and management of the Bank.

As of the end of the Reporting Period, the Bank strictly complied with the code provisions
set out in the Corporate Governance Code and the Hong Kong Listing Rules in relation to the
disclosure of inside information. The Directors were not aware of any information indicating
that the Bank had not complied with the code provisions set out in the Corporate Governance
Code during the Reporting Period. The Bank will continue to review and enhance corporate
governance, for ensuring that our corporate governance complies with the requirements under
the Corporate Governance Code and to achieve a higher expectation from the Shareholders
and investors.

Culture and Values

Zhongyuan Bank will steadfastly follow the guidance of Xi Jinping Thought on Socialism with
Chinese Characteristics for a New Era and proceed towards the goal of “building a first-class
city commercial bank” set forth by the Henan Provincial Party Committee. Staying true to our
mission and positioning of “people’s own bank in central China”, we will keep on rooting in,
cultivating, relying on, and serving central China (“&ARFA R  FZ#HHAR - IKEPR - REHE"),
and adhere to the strategy advocating that “under the Party’s leadership and with the support
of the party committee and government, we will continue to function as a bank within a market
economy environment, with dual focus on asset quality and business performance”. Centered
on four key areas encompassing “market development, customer service, risk prevention, and
profit generation”, we will remain dedicated to achieving progress while ensuring stability,
innovating on the basis of what has worked in the past, and placing our customers at the
center of our operations. Our commitment will also lie in enhancing our overall competitive
edge, refining our institutional frameworks and mechanisms, transforming our work culture,
and upholding the guidance of the Party building. Moving forward, we will make new and
greater contributions to composing magnificent chapters to make central China more glorious
in the new journey of the new era.
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Independence Mechanism

The Bank has adopted a number of mechanisms to ensure that independent views and
opinions are available to the Board, including a procedure to engage independent specialised
institutions for provision of independent professional advice at the Bank’s expense if the
Directors think necessary.

During the Reporting Period, the Board has reviewed the implementation and effectiveness of
the above mechanisms and considers them to be effective.

Board Diversity Policy

The increasing diversity at the Board level is the key factor for the Bank to achieve its sustainable
development, fulfill its strategic objectives and maintain good corporate governance.

In setting the composition of the Board members, the Bank shall consider the diversity of the
Board members from several aspects, including but not limited to gender, age, regional and
industrial experience, skills, knowledge and educational background. All Board members’
appointments will be based on meritocracy, and candidates will be considered against objective
criteria, with due regard given to the benefits of diversity of the Board members. Selection of
candidates for the Board will be based on a range of diversity perspectives, including but not
limited to gender, age, regional and industrial experience, skills, knowledge and educational
background. In order to maintain the gender diversity of the Board in the coming years,
the Bank will (i) consider the possibility of nominating female senior management who has
the necessary skills and experience to the Board; (ii) ensure that there is gender diversity
when recruiting staff; and (iii) engage more resources in training female staff with the aim of
promoting them to the senior management or Directors of the Bank.

The Bank has always adhered to the Board diversity policy. As of the end of the Reporting
Period, 33% of the Board members were female (3 female Directors out of 9 Directors), and
all Directors have a master's degree or above. As of the end of the Reporting Period, the
Nomination and Remuneration Committee of the Board and the Board considered that the
Board composition was balanced and diversified.

The Board is responsible for regularly reviewing the relevant diversity policy to ensure that
it can be in line with the needs of the Bank, reflecting regulatory requirements and sound
corporate governance practices; the Nomination and Remuneration Committee of the Board
reviews the structure, size and composition (including the skills, knowledge and experience)
of the Board annually and takes full account of the requirements of the Board diversity policy
when nominating candidates for directors.

No. of Proportion of
Board Diversity Directors Board Members
Age Composition
Age 40 to 50 3 33%
Age 50 to 59 5 56%
Age above 60 1 11%
Gender Composition
Male 6 67%
Female 3 33%
Qualification Composition
Doctor 7 78%
Master 2 22%
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Information Regarding the Convening of the Shareholders’ General Meetings

During the Reporting Period, the Bank held the 2023 first extraordinary general meeting, the
2022 annual general meeting and the 2023 second extraordinary general meeting.

On May 8, 2023, in Zhengzhou, Henan, the Bank held the 2023 first extraordinary general
meeting, at which resolution on election of Mr. Guo Hao as an executive Director of the second
session of the Board of Zhongyuan Bank Co., Ltd. was considered and approved.

On June 16, 2023, the Bank held the 2022 annual general meeting in Zhengzhou, Henan, at
which, Shareholders heard 4 reports including the 2022 Debriefings of Independent Directors
of Zhongyuan Bank Co., Ltd. and 2022 Reports for Evaluating the Performance of Directors,
Supervisors and Senior Management by the Board of Supervisors of Zhongyuan Bank Co.,
Ltd., etc., while 19 proposals were considered and approved, including Proposal on the Work
Report of the Board of Directors of Zhongyuan Bank Co., Ltd. for 2022, Proposal on the Work
Report of the Board of Supervisors of Zhongyuan Bank Co., Ltd. for 2022, Proposal on the
Final Account Report of Zhongyuan Bank Co., Ltd. for 2022, Proposal on Profit Distribution
Plan of Zhongyuan Bank Co., Ltd. for 2022 and Proposal on the Amendments to the Articles of
Association of Zhongyuan Bank Co., Ltd.

On October 12, 2023, the Bank held the 2023 second extraordinary general meeting in
Zhengzhou, Henan, at which 3 Proposals were considered and approved, including Proposal
on the Election of Directors for the third session of the Board of Zhongyuan Bank Co.,
Ltd., Proposal on the Election of the Shareholder Representative Supervisors and External
Supervisors of the third session of the Supervisory Committee of Zhongyuan Bank Co., Ltd.
and Proposal on the Issuance of Tier 2 Capital Bonds of Zhongyuan Bank Co., Ltd.

The convening, notice, holding and voting procedures of the aforesaid Shareholders’

general meetings were in compliance with the relevant laws and regulations and the relevant
requirements of the Articles of Association of the Bank.
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The Board and its Special Committee

4.1 Operation of the Board

The Board of the Bank is responsible for the Shareholders’ general meetings, and the
Directors are elected by the Shareholders’ general meetings with a term of three years.
The Directors make decisions on the Bank’'s development strategy, operating plan and
other matters mainly by form of board meetings. The Board meetings are divided into
regular board meeting and interim board meeting. The Board meeting can be convened
in the form of a physical meeting or in the form of written resolutions, and regular board
meeting shall be convened in the form of a physical meeting. The Board shall hold at least
four regular Board meetings annually convened by the chairman of the Board. Notices of
the Board meetings shall be sent to all Directors and Supervisors in writing fourteen (14)
days before the meeting, and the meeting documents shall be sent to all Directors and
Supervisors ten (10) days before the meeting. The Board and the senior management of
the Bank have established a good communication mechanism. All proposals submitted
to the Board meeting are subject to careful review and active discussion by all Directors
before making a decision.

All Directors keep in contact with the secretary to the Board and the company secretary,
to ensure compliance with board procedures and all applicable rules and regulations.
Detailed minutes of Board meetings are kept, and minutes of the meetings are kept
by the secretary to the Board, and are available for review by directors at any time.
Communication and reporting mechanism has been established between the Board,
Directors and senior management of the Bank. The president reports his work to the
Board on a regular basis, and is supervised by the Board. Relevant senior executives
are invited to attend Board meetings from time to time to provide explanations or reply
to enquiries. At Board meetings, Directors can express their opinions freely, and major
decisions shall only be made after thorough discussion. If any Director has material
interest in a proposal to be considered by the Board, such director should abstain from
discussion and voting on the relevant proposal, and will not be counted in the quorum of
the relevant proposal.

The Board has set up an office as its daily working organization, which is responsible
for preparing the general meeting, the Board meetings and all the meetings of special
committees under the Board, and is responsible for implementing all the matters assigned
by the general meeting, the Board and the special committees under the Board.

The Board and the senior management of the Bank exercise their authority in accordance
with the requirements under our Articles of Association, and the Board of the Bank
performs regular discussion on risk management and internal control system annually.
The Board believes that the risk management and internal control system established and
implemented by the Bank is sufficient and effective.

ZHONGYUAN BANK CO., LTD.
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Composition of the Board

As of the end of the Reporting Period, the Board of the Bank consists of 9" Directors,
including 1 executive Director, i.e. Mr. GUO Hao; 3 non-executive Directors, i.e. Ms.
ZHANG Qiuyun, Mr. FENG Ruofan and Ms. ZHANG Shu; and 5 independent non-executive
Directors, i.e. Mr. XU Yiguo, Ms. ZHAO Zijian, Mr. WANG Maobin, Mr. PAN Xinmin and Mr.
GAO Pingyang.

Functions and Powers of the Board
The Board shall exercise the following functions and powers:

(I) convening Shareholders’ general meetings and reporting its work at the general
meetings;

(I implementing resolutions of the Shareholders’ general meetings;

(1) formulating business development strategies, business plans and investment plans
of the Bank, and supervising the implementation of strategies;

(IV) formulating annual financial budget plans and final account plans of the Bank;
(V) formulating profit distribution plans and plans for recovery of losses of the Bank;

(VI) formulating proposals for increases in or reductions of registered capital, issuance
of bonds or other securities and listing plans of the Bank;

(VIl)working out proposals for major acquisitions of the Bank, purchase of the Bank’s
shares, merger, separation, change of the nature of the Bank and dissolution or
liquidation;

(VIII) reviewing and approving annual authorization plans of the Bank relating to business,
personnel, and financial affairs;

(IX) reviewing and approving external donations with a single amount of more than
RMB200,000 and less than RMB30 million (inclusive), and a cumulative amount of
more than RMB500,000 within the same year or a cumulative amount of more than
RMB1 million to the same object;

(X) reviewing and approving matters in relation to major equity investment and disposal
with a single amount representing less than ten percent (inclusive) of the most recent
audited net asset of the Bank;

(XI) reviewing and approving matters in relation to major asset acquisition, disposal and
write-off with a single amount exceeding RMB200 million (exclusive) and representing
less than ten percent (inclusive) of the most recent audited net asset of the Bank;

(Xl reviewing and approving external guarantees of other non-commercial banking
business guarantees (such as pledge of assets) with a single amount below RMB200
million (inclusive);

Please refer to the “Directors, Supervisors, Senior Management, Employees and Institutions” section for
biographies of existing Directors, as well as information on changes of Directors during the Reporting
Period.
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(XIlll) reviewing and approving related party transactions, data governance and other
matters in accordance with laws and regulations, regulatory requirements and the
Articles of Association of the Bank.

(XIV) deciding on the establishment of the internal management structure of the Bank;
(Xv) deciding on the establishment and planning of our branches;

(XVl) appointing or removing senior management personnel, including the president and
the secretary of the Board of Directors of the Bank in accordance with the regulatory
requirements; appointing or removing senior management personnel, including vice
presidents, assistants to the president and finance officers of the Bank, based on
the recommendations of the president; and deciding on matters relating to their
emoluments and awards or punishment, and supervising the senior management in
performance of duties;

(Xvll) establishing the basic management system of the Bank, deciding on policies on risk
management, internal control and compliance of the Bank;

(Xvill) formulating proposals for any amendment to our Articles of Association;

(XIX) formulating the rules of procedure of the general meeting, rules of procedure of the
Board of Directors, and considering and approving the working rules of the special
committees of the Board of Directors;

(XX) managing the disclosure of information of the Bank, taking charge of the information
disclosure of the Bank and bearing the ultimate liability for the authenticity, accuracy,
completeness, and timeliness of the accounting and financial reports;

()  proposing the appointment, removal or replacement of accounting firms to the
general meeting for conducting regular statutory audits of financial reports of the
Bank;

() reviewing working reports of the president of the Bank and examining the performance
of the president;

() formulating capital replenishment plans, developing capital planning of the Bank,
and bearing the ultimate responsibility for capital or solvency management;

() formulating the risk tolerance, risk management and internal control policies of the
Bank, and bearing the ultimate responsibility for comprehensive risk management;

() formulating medium and long-term incentive plans, such as equity incentive plans
and employee stock ownership plans;

ZHONGYUAN BANK CO., LTD.
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The Board of Directors shall establish a supervision mechanism to ensure that
the management will formulate a code of conduct and working principles for the
management staff and the business personnel at all levels and that the aforementioned
regulatory documents will expressly require employees at all levels to promptly report
any possible conflict of interests, provide detailed rules and establish corresponding
processing mechanism;

The Board of Directors shall establish a reporting system to require the senior
management to report operational issues of the Bank to the Board of Directors
regularly. The following items shall be regulated under this system:

1.  The contents and the basic standard of the information reported to the Board of
Directors;

2. The frequency of the report;
3. The form of the report;

4. The responsible bodies of the report and the responsibilities for delay or
incompleteness of the report;

5.  The confidentiality of the report.
regularly evaluating and improving the Bank’s corporate governance;
assuming responsibility for the management of Shareholders’ affairs;

safeguarding the legitimate rights and interests of financial consumers and other
stakeholders;

establishing a mechanism for identification, review and management of conflicts of
interest between the Bank and Shareholders, especially substantial Shareholders;

Exercising any other functions and powers prescribed by the laws, administrative
regulations, departmental rules or the Articles of Association and authorized by the
shareholders’ general meetings.

With the exception of items (V), (VI), (VII), (IX), (X), (XI), (XI1), (XVI), (XVIII), (XXIII) and
(XXV) which shall be approved by two-thirds of the Directors, the resolutions of the Board
of Directors under the preceding paragraphs shall be approved by more than half of the
Directors. Matters beyond the scope of authorization of the Shareholders’ meeting of the
Bank shall be submitted to the general meeting for consideration.
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4.4

4.5

4.6

The Board is also responsible for performing the functions set out in the second part of
the code provision A.2.1 of the Corporate Governance Code. The Board reviewed the
Bank’s corporate governance policies and practices, training and continuous professional
development of Directors and senior management, the Bank’'s policies and practices
on compliance with legal and regulatory requirements, the compliance of the Model
Code and employee written guidelines, and the Bank’s compliance with the Corporate
Governance Code and disclosure in this report.

Director’s Responsibility for the Preparation of the Financial Statements

The Directors acknowledge that they are responsible for the preparation of the financial
statements of our Bank for the year ended December 31, 2023, which give a true and fair
view of the status of affairs and results of the Bank. In doing so, the Directors adopted
suitable accounting policies and applied them consistently and used accounting estimates
as appropriate in the circumstances. With the assistance of the accounting and finance
staff, the Directors ensured that the financial statements of the Bank are prepared in
accordance with statutory requirements and appropriate financial reporting standards.
The statement of the external auditors with regard to their reporting responsibilities on
the Group’s financial statements is set out on page 168 to page 176 in the Independent
Auditors’ Report.

Directors Appointed during the Reporting Period

Mr. GUO Hao, who was appointed as a Director during the Reporting Period, has
obtained the legal opinions under Rule 3.09D of the Listing Rules on May 6, 2023 and
has confirmed that he understands his responsibilities as a Director of the Bank. Besides,
Mr. FENG Ruofan, Ms. ZHANG Shu, Mr. XU Yiguo, Ms. ZHAQ Zijian, Mr. WANG Maobin,
Mr. PAN Xinmin and Mr. GAO Pingyang, who were appointed as Directors during the
Reporting Period, have obtained the legal opinions under Rule 3.09D of the Listing Rules
on November 28, 2023 and have confirmed that they understand their responsibilities as
the Directors of the Bank.

Meetings of the Board of Directors and the Directors’ Attendance

During the Reporting Period, our Bank convened 8 Board meetings, at which 101
resolutions were reviewed or approved.

The details of the Board meetings are set out below:

Session of meeting Date of meeting Form of meeting
The 46th meeting of the second session of the Board March 31, 2023 On-site
The 47th meeting of the second session of the Board April 14, 2023 On-site
The 48th meeting of the second session of the Board May 15, 2023 On-site
The 49th meeting of the second session of the Board August 30, 2023 On-site
The 50th meeting of the second session of the Board September 14, 2023 On-site
The 51st meeting of the second session of the Board September 21, 2023 On-site
The 1st meeting of the third session of the Board November 28, 2023 On-site
The 2nd meeting of the third session of the Board December 5, 2023 On-site

ZHONGYUAN BANK CO., LTD.
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The attendance of each Director at the general meeting during his/her term of office
during the Reporting Period is set out below:

the 2023 the 2023
first 2022 annual second
extraordinary general extraordinary
Director general meeting meeting general meeting
Executive Directors GUO Hao / 1/1 11
XU Nuojin / / /
WANG Jiong 11 N /
LI Yulin 1/1 1/1 1/1
Non-executive ZHANG Qiuyun 1/1 1/1 1/1
Directors FENG Ruofan / / /
ZHANG Shu S / /
MI Hongjun 1/1 1/1 1/1
Independent XU Yiguo / / /
an—executive ZHAO Zijian / / /
Directors WANG Maobin / / /
PAN Xinmin / / /
GAO Pingyang / / /
PANG Hong 11 1/1 11
LI Hongchang 1/1 11 11
JIA Tingyu 1/ 1/1 11
CHAN Ngai Sang Kenny 1/1 1/1 1/1
Notes:

1. The qualification of Mr. GUO Hao as a Director was approved by the National Administration
of Financial Regulation Henan Office (the former China Banking and Insurance Regulatory
Commission Henan Office) on May 12, 2023.

2. OnApril 6, 2023, Mr. XU Nuojin, an executive Director and the chairman of the Board, tendered
his resignation to the Board and resigned as an executive Director, the chairman of the Board
and the chairman of the Strategy and Development Committee of the Board of the Bank due
to change of work arrangement.

3. On October 8, 2023, Mr. WANG Jiong, an executive Director and the vice chairman of the
Board, tendered his resignation to the Board and resigned as the vice chairman of the Board,
an executive Director of the second session of the Board, the chairman of the Consumer Rights
Protection Committee of the Board of Directors, the member of the Strategy and Development
Committee of the Board of Directors, the member of the Risk Management Committee of Board
of Directors and the member of Related Party Transactions Control Committee of the Board of
Directors of the Bank due to change of work arrangement.

4. On November 28, 2023, the Bank held the 1st meeting of the third session of the Board, at
which Mr. GUO Hao was elected as the chairman of the Board of the Bank and the member of
the special committees of the Board of Directors, the qualifications of Mr. FENG Ruofan, Ms.
ZHANG Shu, Mr. XU Yiguo, Ms. ZHAQO Zijian, Mr. WANG Maobin, Mr. PAN Xinmin and Mr. GAO
Pingyang as Directors were approved by the National Administration of Financial Regulation
Henan Office and started their duties; Mr. LI Yulin, Mr. MI Hongjun, Ms. PANG Hong, Mr. LI
Hongchang, Mr. JIA Tingyu and Mr. CHAN Ngai Sang Kenny ceased to perform their duties as
Directors.
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The attendance of each Director at Board meetings and meetings of special committees
during his/her term of office during the Reporting Period is set out below:

Number of meetings attended/number of meetings held during each Director’s term of office

Nomination  Related Party Consumer
Strategy and Risk and  Transactions Rights
Development ~ Management ~ Remuneration Control Audit Protection
Committee of ~ Committee of ~ Committee of ~ Committee of ~ Committee of ~ Committee of
Director Board meeting the Board the Board the Board the Board the Board the Board
Executive GUO Hao 5/6 23 / / / / /
Directors XU Nugjin 0/ 0/ / / / / /
WANG Jiong 6/6 44 33 / 33 / 2
LI Yulin 6/6 / 17
Non-executive  ZHANG Qiuyun 718 1 / / / / /
Directors FENG Ruofan 20 / i / / / /
ZHANG Shu 12 / / / / / /
MI Hongjun 6/6 44 / / / / /
Independent XU Yiguo 212 11 11 / / / /
Non-executive 740 Zijan 20 / i / i / /
Directors WANG Maobin 20 / / / i / /
PAN Xinmin 2 / / / 1 / /
GAO Pingyang 212 / / / / / /
PANG Hong 5/6 / 23 5/5 / 23 /
LI Hongchang 6/6 / 33 5/5 33 33 2
JIA Tingyu /6 414 33 505 33 33 /
CHAN Ngai Sang Kenny 6/6 / / / 113 33 112
Notes:
1. The qualification of Mr. GUO Hao as a Director was approved by the National Administration

of Financial Regulation Henan Office (the former China Banking and Insurance Regulatory
Commission Henan Office) on May 12, 2023.

Mr. XU Nuojin, an executive Director and the chairman of the Board, tendered his resignation
to the Board on April 6, 2023, and resigned as an executive Director of the Bank, the chairman
of the Board of the Bank and the chairman of the Strategy and Development Committee of the
Board of the Bank due to change of work arrangement.

Mr. WANG Jiong, an executive Director and the vice chairman of the Board, tendered his
resignation to the Board on October 8, 2023, and resigned as vice chairman of the Board, an
executive Director of the second session of the Board, the chairman of the Consumer Rights
Protection Committee of the Board of Directors, the member of the Strategy and Development
Committee of the Board of Directors, the member of the Risk Management Committee of Board
of Directors, and the Related Party Transactions Control Committee of the Board of Directors
of the Bank.

On November 28, 2023, the Bank held the 1st meeting of the third session of the Board, Mr.
GUO Hao was elected as the chairman of the Board of the Bank and the member of the special
committees of the Board of Directors, Mr. FENG Ruofan, Ms. ZHANG Shu, Mr. XU Yiguo, Ms.
ZHAO Zijian, Mr. WANG Maobin, Mr. PAN Xinmin and Mr. GAO Pingyang were elected as the
members of the special committees of the Board of Directors. Mr. LI Yulin, Mr. MI Hongjun,
Ms. PANG Hong, Mr. LI Hongchang, Mr. JIA Tingyu and Mr. CHAN Ngai Sang Kenny ceased
to perform their duties as Directors.
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Independent Non-Executive Directors

The Board of the Bank currently has 5 independent non-executive Directors with a term
of 3 years, which complies with the relevant requirements under the Hong Kong Listing
Rules.

Independent non-executive Directors of the Bank undertake the obligation to observe the
principle of good faith in accordance with the relevant applicable laws and the Articles
of Association, to safeguard the interests of the Bank as a whole, and particularly ensure
that the legitimate rights and interests of depositors and minority shareholders of the
Bank are not prejudiced. Independent non-executive Director performs the duties and
responsibilities independently, without any interference by controlling shareholders of
the Bank, or other entities or individuals who have a material interest in the Bank. The
independent non-executive Directors of the Bank also attended the annual general
meeting of the Bank to listen to shareholders’ opinions. In addition, they have also
contributed positively to the development of the Bank's strategy and policies by
providing independent, constructive and informed advice. During the Reporting Period,
the Chairman of the Bank held one meeting with independent non-executive Directors in
the absence of other Directors.

The independent non-executive Directors of the Bank have not raised any objections to
the resolutions passed at the board meetings or meetings of special committees during
the Reporting Period.

Appointment, Re-election and Removal of Directors

The Bank’s appointment, re-election and removal of Directors are subject to the
requirements of the Hong Kong Listing Rules and the Bank's Articles of Association.
The Nomination and Remuneration Committee of the Board of the Bank conducts a
preliminary verification of the qualifications and conditions of candidates for the Board,
and proposes the qualified candidates to the Board of Directors for consideration. After
the Board considered and approved, the candidates for the Board will be presented to the
general meeting by way of written proposal. The Bank’s general meeting of shareholders
may, through ordinary resolutions, appoint relevant persons who meet the qualifications
as Directors. For independent non-executive Director candidates, the Nomination and
Remuneration Committee of the Board will conduct a qualification review before the
appointment, focusing on independence, expertise, experience and ability.

The term of office of the Directors (including non-executive Directors) of the Bank is three
years and Directors can be re-elected and re-appointed upon expiration. The renewal
term of independent non-executive Directors shall not exceed six years.

Subject to relevant laws and administrative regulations, the Shareholders’ meeting may,
in accordance with Articles 108 and 130 of the Bank’s Articles of Association, remove
any Directors whose term of office has not expired by an ordinary resolution before the
expiration of the term of the Directors.
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Committees under the Board

As of the end of the Reporting Period, our Bank currently has 6 special committees under the
Board, which are the Strategy and Development Committee, the Audit Committee, the Related
Party Transactions Control Committee, the Risk Management Committee, the Nomination
and Remuneration Committee and the Consumer Rights Protection Committee. Each special
committee shall report to the Board, which provides professional opinions for the Board or
makes decisions for professional matters as per the authorization of the Board.

5.1 Strategy and Development Committee

As of the end of the Reporting Period, the Strategy and Development Committee consists
of 3" Directors, being Mr. GUO Hao (an executive Director), Ms. ZHANG Qiuyun (a
non-executive Director) and Mr. XU Yiguo (an independent non-executive Director),
respectively. Mr. GUO Hao is the Chairman. The primary duties of the Strategy and
Development Committee are:

(1

(1)

an)

formulating medium and long term strategic objectives of the Bank; overseeing and
assessing the implementation of the strategies and making recommendations to the
Board;

reviewing the annual operational plans and fixed asset investment budget of the
Bank; supervising and inspecting the implementation of the annual operational plans
and fixed asset investment budget of the Bank;

studying the development of information technology, financial inclusion, green credit
and other specialized strategic development plans of the Bank according to the
needs of strategic development plans and making recommendations to the Board;

studying and formulating strategies and policies of the social responsibilities
of the Bank, supervising, inspecting and evaluating the performance of social
responsibilities by the Bank;

reviewing annual authorization plans relating to business, personnel, and financial
affairs of the Bank and making recommendations to the Board;

On November 28, 2023, the Bank held the first meeting of the third session of the Board of Directors, at
which Mr. GUO Hao, Ms. ZHANG Qiuyun and Mr. XU Yiguo as the members of Strategy and Development
Committee of the Board of Directors, and Mr. GUO Hao served as the chairman.
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(V1) reviewing and approving the external donations with a single amount between more
than RMBO0.2 million and less than RMB30 million (inclusive), and a cumulative total of
more than RMBO0.5 million in the same year, or a cumulative total of more than RMB1
million to the same object; reviewing matters in relation to major equity investment
and disposal with a single amount representing less than ten percent (inclusive) of
the most recent audited net asset of the Bank; reviewing matters in relation to major
asset acquisition, disposal and write-off with a single amount exceeding RMB200
million (exclusive) and representing less than ten percent (inclusive) of the most
recent audited net asset of the Bank; reviewing external guarantees of other non-
commercial banking business guarantees (such as pledge of assets) with a single
amount less than RMB200 million (inclusive); and making recommendations to the
Board on above-mentioned matters;

(VI) studying and coordinating other material matters in relation to the Bank’s strategic
development.

During the Reporting Period, the Strategy and Development Committee under the Board
held 5 meetings, reviewing 2 reports, including the 2022 Operation Report of Zhongyuan
Bank Co., Ltd. and considering 23 resolutions, including the 2023-2025 Resolution on the
Capital Replenishment and Use Planning of Zhongyuan Bank Co., Ltd.

Audit Committee

As of the end of the Reporting Period, the Audit Committee consists of 3' Directors,
being Mr. PAN Xinmin (an independent non-executive Director), Mr. WANG Maobin
(an independent non-executive Director) and Mr. GAO Pingyang (an independent non-
executive Director) respectively. Mr. PAN Xinmin is the Chairman. The primary duties of
the Audit Committee include the following:

(I) conducting inspections on our risk and compliance, finance, accounting policies
and practices, financial reporting procedures as well as our financial condition;

(Il) conducting our annual audit work;

(I making recommendations to the board on the engagement or change of the external
audit institution that audits the Bank, including making recommendations to the
board on the engagement, reappointment or change of the external audit institution,
and approving the remuneration and terms of engagement of the external audit
institution, and dealing with any questions about the resignation or dismissal of the
external audit institution;

(IV) monitoring and evaluating the external audit institution’s independence and
objectivity and the effectiveness of the audit process. The Audit Committee should
discuss with the external audit institution the nature and scope of the audit and
reporting obligations before the audit commences;

(V) developingandimplementing policy on engaging an external audit institution to supply
non-audit services. For this purpose, external audit institution includes any institution
that is under common control, ownership or management with the audit firm or any
entity that a reasonable and informed third party knowing all relevant information
would reasonably conclude to be part of the audit firm nationally or internationally.
The Audit Committee should report to the board and make recommendations on any
matters where action or improvement is need;

On November 28, 2023, the Bank held the first meeting of the third session of the Board of Directors, at
which Mr. PAN Xinmin, Mr. WANG Maobin and Mr. GAO Pingyang as the members of Audit Committee
of the Board of Directors, and Mr. PAN Xinmin served as the chairman.
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(VI) reviewing the Bank’s financial statements of the previous year’s results of operation
and annual report and accounts, half-year report and, if prepared for publication,
quarterly reports issued by the external audit institution, and reviewing significant
financial reporting judgements contained in them, judging the truthfulness, accuracy,
integrity and promptness of the audited financial statements and making review
recommendations to the board. In reviewing these statements and reports before
the submission to the Board, the Audit Committee should focus particularly on:

1. any changes in accounting policies and practices;

2. major judgmental areas;

3. significant adjustments resulting from audit;

4. the going concern assumptions and any reservations;
5. compliance with accounting standards;

6. compliance with the Hong Kong Listing Rules and legal requirements in relation
to financial reporting.

Members of the Audit Committee should liaise with the board and senior management
and the Audit Committee must meet, at least twice a year, with the Bank’s external
audit institution. The Audit Committee should consider any significant or unusual
items that are, or may need to be, reflected in the reports and accounts, it should
give due consideration to any matters that have been raised by the Bank’s staff
responsible for the accounting and financial reporting function, compliance officer
or auditors;

(VIl)reviewing and monitoring the Bank’s internal control (including financial control)
system;

(VIll) discussing the risk management and internal control systems with management to
ensure that management has performed its duty to have effective systems. This
discussion should include the adequacy of the Bank’s resources, staff qualifications
and experience in respect of its accounting and financial reporting function, training
programmes for staff and the relevant budget;

(IX) considering major investigation findings on risk management and internal control
matters and management’'s response to these findings on its own initiative or as
delegated by the board;

(X) responsible for the communication between the internal and external audit to ensure
co-ordination between the internal and external audit institution, and to ensure that
the internal audit function is adequately resourced and has appropriate standing
within the Bank, and to review and monitor its effectiveness;

(XI) reviewing the external audit institution’s Management Letter, any material queries

raised by the auditor to management about accounting records, financial accounts
or systems of control and management’s response;
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(XIl) ensuring that the board will provide a timely response to the issues raised in the
external audit institution’s Management Letter;

(XIl) acting as the key representative body for overseeing the Bank's relations with the
external audit institution;

(XIv) reviewing the following arrangements of the Bank: employees of the Bank can use,
in confidence, to raise concerns about possible improprieties in financial reporting,
internal control or other matters. The Audit Committee should also ensure that
proper arrangements are in place for fair and independent investigation of these
matters and for appropriate follow-up action; the Audit Committee should establish
a whistleblowing policy and system for employees and those who deal with the
Bank (e.g. customers and suppliers) to raise concerns, in confidence, with the Audit
Committee about possible improprieties in any matter related to the Bank;

(XV) reporting to the Board on the above-mentioned matters;

(XVl) other duties that the Audit Committee of the Board should perform required by the
Hong Kong Listing Rules;

(XVll) other functions that the Board delegates to the Committee.

All the members of the Audit Committee are independent non-executive Directors of the
Bank. 3 members have focused on the Bank’s financial, risk and compliance condition
through considering the relevant financial reports, and actively put forward professional
opinions and suggestions. During the Reporting Period, the Audit Committee has totally
convened 3 meetings, considering 21 resolutions, including the “Proposal on the 2022
Final Account Report of Zhongyuan Bank Co., Ltd.” and “Proposal on the Unaudited Interim
Financial Statements of the Group for the Period Ended June 30, 2023 of Zhongyuan
Bank Co., Ltd.”, and met with external auditor for communication and interaction in the
absence of the executive Directors and the senior management of the Bank. On March
27, 2024, prior to the annual board meeting, the second meeting of the Audit Committee
of the third session of the Board reviewed the audited financial statement for the year
ended December 31, 2023. This statement was prepared pursuant to the international
accounting standards and policies.
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5.3 Related Party Transactions Control Committee

As of the end of the Reporting Period, the Related Party Transactions Control Committee
consists of 3" Directors, being Mr. WANG Maobin (an independent non-executive
Director), Ms. ZHAO Zijian (an independent non-executive Director), Mr. PAN Xinmin (an
independent non-executive Director). Mr. WANG Maobin is the Chairman. The primary
duties of the Related Party Transactions Control Committee include the following:

(I) managing the Bank’s related party (connected) transactions pursuant to the
provisions of laws, regulations and the Hong Kong Listing Rules and formulating
corresponding related party (connected) transactions management rules;

(I) identifying the Bank’s related parties (connected persons) pursuant to the provisions
of laws, regulations and the Hong Kong Listing Rules, and reporting to the Board and
the Board of Supervisors;

(1) defining the Bank’s related party (connected) transactions in accordance with the
requirements of the laws, regulations, the Hong Kong Listing Rules and the Articles
of Association of the Bank;

(IV) reviewing the Bank’s related party (connected) transactions pursuantto the provisions
of laws, regulations and the Hong Kong Listing Rules and under the commercial
principle of fairness and justice;

(V) material related party (connected) transactions of the Bank and other connected
transactions which are subject to approval by the Board shall be submitted to the
Board for approval after they are examined by the Related Party Transactions Control
Committee. If such transactions fall within the related party (connected) transactions
which need to be approved by the general meeting pursuant to the Hong Kong
Listing Rules and the amount of related party (connected) transactions exceeds the
cap authorized by general meeting to the Board, approval from general meeting is
also required;

(VI) reviewing the information disclosure of the Bank’s material related party transactions
and connected transactions required to be disclosed;

(VI1) other powers conferred by the Board on the committee.

Members of the Related Party Transactions Control Committee are independent non-
executive directors, who conduct prudent reviews on the related party transactions of
the Bank and examine the material related party transactions in strict accordance with
the approval procedures. During the Reporting Period, the Related Party Transactions
Control Committee has totally convened 4 meetings to consider 14 resolutions, including
“Resolution on the Special Report of the Related Party Transactions of Zhongyuan Bank
Co., Ltd. for the Year of 2022".

On November 28, 2023, the Bank held the first meeting of the third session of the Board of Directors, at
which Mr. WANG Maobin, Ms. ZHAQO Zijian and Mr. PAN Xinmin were elected as the members of Related
Party Transactions Control Committee of the Board of Directors, and Mr. WANG Maobin served as the
chairman.
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5.4 Risk Management Committee

As of the end of the Reporting Period, the Risk Management Committee consists of 3!
Directors, namely Ms. ZHAQO Zijian (an independent non-executive Director), Mr. FENG
Ruofan (non-executive Director) and Mr. XU Yiguo (an independent non-executive
Director). Ms. ZHAO Zijian is the Chairman. The primary duties of the Risk Management
Committee include the following:

(1

(1)

an

(1v)

considering and formulating risk management framework, setting up procedures
to identify, assess and manage the material risks faced by our Group, providing
guidance to the management on risk management and ensuring that the management
fulfils its responsibility in establishing an effective risk management system;

supervising the Bank’s control of credit risk, liquidity risk, market risk, operational
risk, compliance risk and reputational risk and conducting necessary identification,
assessment and management;

studying macro-economic and financial policies, analysing market changes and
putting forward management proposals on industry risks;

overseeing the Bank’s risk management and internal control systems on an ongoing
basis as delegated by the Board and ensuring that the effectiveness of the Bank’s and
its subsidiaries’ risk management and internal control systems has been reviewed
at least once every year. Such review should cover all material controls, including
financial, operational and compliance controls. The annual review conducted by the
Risk Management Committee should ensure the adequacy of the Bank’s resources,
staff qualifications and experience in accounting, internal audit and financial reporting
functions and the training courses attended by the staff and relevant budget.

The annual review conducted by the Risk Management Committee every year should,
in particular, include:

1. the changes in the nature and severity of significant risks since the last annual
review, and the ability of the Bank to respond to changes in its business and the
external environment;

2. the scope and quality of management’s ongoing monitoring of risks and internal
control systems, and its internal audit function and the work of other assurance
providers;

3. the details and frequency of monitoring results delivered to the Board or the
Risk Management Committee;

4. significant control failures incurred or significant control weaknesses identified
during the period and severity level of unforeseen outcomes or emergencies
which they have resulted in, and the material impact that the outcomes or
emergencies have had, could have had, or may in the future have on the financial
performance or condition of the Bank;

5. the effectiveness of the Bank’s procedures for financial reporting and compliance
with the Hong Kong Listing Rules.

On November 28, 2023, the Bank held the first meeting of the third session of the Board of Directors,
at which Ms. ZHAQO Zijian, Mr. FENG Ruotfan and Mr. XU Yiguo were elected as the members of Risk
Management Committee of the Board of Directors, and Ms. ZHAO Zijian served as the chairman.

2023 ANNUAL REPORT 125



Chapter 8 Corporate Governance Report

(V) reporting any material matter on risk management to the Board, proposing solutions
to such matter and advising on improving the Bank’s compliance, risk management
and internal control;

(VI) studying risk prevention measures of material risk events in the Bank's operation and
management;

(VI reviewing information disclosure issues in the Bank’s risk management;
(VIll)other powers conferred by the Board on the committee.

During the Reporting Period, each member of the Risk Management Committee paid
close attention to macroeconomic situation, financial policies and market changes,
and provided professional opinions and suggestions for the Bank’'s comprehensive risk
management work. At the same time, members reviewed the internal control compliance,
the credit concentration management and the risk management reports to perform risk
management and risk supervision duties in accordance with regulations. During the
Reporting Period, the Risk Management Committee has totally convened 4 meetings,
and heard 13 reports including the 2022 Business Continuity Management Report of
Zhongyuan Bank Co., Ltd. and considered 19 resolutions, including the Resolution on
2022 Comprehensive Risk Analysis Report of Zhongyuan Bank Co., Ltd.

5.5 Nomination and Remuneration Committee

As of the end of the Reporting Period, the Nomination and Remuneration Committee
consists of 3" Directors, namely Mr. XU Yiguo (an independent non-executive Director),
Ms. ZHAO Zijian (an independent non-executive Director) and Mr. PAN Xinmin (an
independent non-executive Director). Mr. XU Yiguo is the chairman. The primary duties
of the Nomination and Remuneration Committee include the following:

() considering the Bank’s remuneration management system and policy;

(Il developing the assessment criteria for directors and senior management, conducting
the assessment and making suggestions in this respect;

(Il1) researching and reviewing the Bank’s policy and proposals for the directors’ and
senior management’s remuneration and the establishment of a formal and transparent
procedure for developing remuneration policy, and making recommendations to the
Board of Directors in this respect; reviewing and approving the recommendations
made by the management regarding remuneration according to the principles and
objectives of the Company set by the Board;

(IV) making recommendations to the Board of Directors on the remuneration packages of
individual executive directors and senior management. The remuneration packages
should include benefits in kind, pension rights and compensation payments, including
any compensation payable for loss or termination of their office or appointment;

(V) making recommendations to the Board on the remuneration of non-executive
directors;

(V1) reviewing and approving compensation payable to executive directors and senior
management for any loss or termination of office or appointment to ensure that it is
consistent with contractual terms and is otherwise fair and not excessive;

(VIl)reviewing and approving compensation arrangements relating to dismissal or removal
of directors for misconduct to ensure that they are consistent with contractual terms
and are otherwise reasonable and appropriate;

y On November 28, 2023, the Bank held the first meeting of the third session of the Board of Directors, at
which Mr. XU Yiguo, Ms. ZHAQO Zijjian and Mr. PAN Xinmin were elected as the members of Nomination
and Remuneration Committee of the Board of Directors, and Mr. XU Yiguo served as the chairman.
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(VIll)yensuring that no director or any of his associates (as defined in Hong Kong Listing
Rules) is involved in deciding his own remuneration;

(IX) formulating the mid- and long-term incentive plans and implementation schemes of
the Bank;

(X) evaluating regularly the market competitiveness of the remuneration of the Bank,
considering salaries paid by comparable banks, time commitmentand responsibilities,
and employment conditions elsewhere in the Bank and its subsidiaries, as well as
making dynamic adjustment for the remuneration policy of the Bank;

(X1) reviewing the structure, size, composition and diversification (including the skills,
knowledge and experience) of the Board of Directors at least annually and make
recommendations on any proposed changes to the Board of Directors to complement
the Bank’s corporate strategy;

(XIl) reviewing the selection criteria and procedures of directors and senior management
personnel (such as the president of the Bank), and making recommendations to the
Board of Directors;

(Xlll)seeking extensively for candidates that are qualified to act as directors and
senior management personnel (such as the president of the Bank), selecting such
nominated personnel to serve as directors or the president of the Bank, and making
recommendations to the Board of Directors in this regard;

(XIV)investigating the candidates for directors and senior management personnel (such
as the president of the Bank), and making recommendations;

(XV) reviewing the proposals submitted by the president in relation to the appointment or
dismissal of the senior management members, such as the Bank’s vice presidents,
assistants to the president and finance officers, and making recommendations to the
Board of Directors;

(XVl)assessing the independence of independent directors;

(XVll)making recommendations to the Board of Directors on the appointment or re-
appointment of directors of the Bank and succession planning for directors, in
particular the chairman, and the president of the Bank;

(XVlll)formulating and when appropriate, reviewing diversification policy of the Board of
Directors;

(XIX)reviewing and/or approving matters relating to share schemes under Chapter 17 of
the Hong Kong Listing Rules (the relevant share schemes are also subject to the
approval at the general meeting and other relevant requirements under Chapter 17
of the Hong Kong Listing Rules);

(XX) approving matters in relation to the grant of share options or share awards (as defined
in the Hong Kong Listing Rules) to directors, Supervisors and/or senior management
(the relevant share schemes are also subject to the approval at the general meeting
and other relevant requirements under Chapter 17 of the Hong Kong Listing Rules);

(XXl)considering and approving the changes and amendments to any terms of the grant of
share options or share awards to Directors, Supervisors and/or senior management;

(XXlIl)other responsibilities that should be discharged by the Nomination and Remuneration
Committee of the Board of Directors as required by the Hong Kong Listing Rules;

(XXlll)other powers of the Nomination and Remuneration Committee as authorized by the
Board of Directors.
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According to Article 132 of the Articles of Association of the Bank, the general procedures
for nominating and electing a non-independent director of the Bank are as follows:

(I) The Nomination and Remuneration Committee of the Board of Directors can
nominate candidates for non-independent directors according to the number of non-
independent directors to be elected to the extent of the number specified by the
Articles of Association; Shareholders individually or jointly holding above 3% of the
Bank’s total shares in issue with voting rights can also nominate candidates for non-
independent directors to the Board of Directors;

(I1) The Nomination and Remuneration Committee of the Board of Directors shall conduct
preliminary verification on the qualification and conditions of appointment of the
candidates for non-independent directors, and propose the qualified candidates to
the Board of Directors for consideration; the Board of Directors shall propose the
candidates for non-independent directors to the shareholders’ general meeting by
way of written proposal after they are considered and approved by the Board of
Directors;

(II1) The candidates for non-independent directors shall, before the convening of the
shareholders’ general meeting, make written undertakings, expressing their consent
to their nomination, confirming the truthfulness and completeness of the publicly
disclosed information and undertaking that they will duly perform their duties upon
being elected;

(IV) The Board of Directors shall, before the convening of the shareholders’ general
meeting, disclose the detailed information on the candidates for directors to the
shareholders of the Bank in accordance with laws and regulations and the Articles of
Association, so as to ensure that the shareholders will have sufficient knowledge on
the candidates when casting their votes;

(V) Each candidate for non-independent director shall be voted for on a separate basis
at the shareholders’ general meeting;

(VI) When anadditionalnon-independentdirectoristemporarily nominated, the Nomination
and Remuneration Committee of the Board of Directors or the shareholders satisfying
the conditions for making such nomination shall propose a candidate to the Board
of Directors for consideration. The shareholders’ general meeting elects or replaces
the non-independent director.
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According to Article 144 of the Articles of Association of the Bank, the nomination,
election and replacement of independent directors shall be made in accordance with the
following requirements:

(I) The Nomination and Remuneration Committee of the Board of Directors, Shareholders
individually or jointly holding above 1% of the Bank’s total outstanding shares with
voting rights and the Board of Supervisors can nominate candidates for independent
directors to the Board of Directors. A shareholder and related parties thereof who
have already nominated a candidate for director shall not nominate any candidate
for independent director;

(I1) The qualifications of nominated candidates for independent directors shall be
reviewed by the Nomination and Remuneration Committee of the Board of Directors,
and the review focuses on independence, professional knowledge, experience and
ability, etc.;

(1) The election and appointment of independent directors shall mainly follow market
principles;

(IV) Other procedures for the election and appointment of independent directors shall be
the same as those for non-independent directors.

In accordance with the nomination policy adopted by the Bank, the election and
appointment of Board members will be based on a range of diversification criteria,
taking into account the diversity of Board members from a variety of measurable
aspects, including but not limited to gender, age, regional and industry experience,
skills, knowledge and educational background to ensure Board members have the skills,
experience and diverse perspectives needed to meet the banking business and maintain
a balance of board views, qualifications and skKills.

During the Reporting Period, the Nomination and Remuneration Committee has convened 5
meetings, heard one report, namely “Work Report of Independent Directors of Zhongyuan
Bank Co., Ltd. in 2022", and considered 15 resolutions, including “Resolution on the
Report of the Board of Directors on the Performance Evaluation of Directors and Senior
Executives of Zhongyuan Bank Co., Ltd. in 2022".

The Consumer Rights Protection Committee

As of the end of the Reporting Period, the Consumer Rights Protection Committee consists
of 3" Directors, being Mr. GAO Pingyang (an independent non-executive Director), Ms.
ZHANG Shu (a non-executive Director) and Mr. WANG Maobin (an independent non-
executive Director). Mr. GAO Pingyang is the Chairman. The primary duties of the
Consumer Rights Protection Committee include the following:

() to formulate the Bank's strategies, policies and objectives of consumer rights
protection, to incorporate consumer rights protection into corporate governance and
business development strategies; and to guide the senior management to reinforce
the construction of a corporate culture enabling consumer rights protection in overall
planning;

On November 28, 2023, the Bank held the first meeting of the third session of the Board of Directors and
elected Mr. GAO Pingyang, Ms. ZHANG Shu and Mr. WANG Maobin as members of the Consumer Rights
Protection Committee of the Board of Directors. Mr. Gao Pingyang served as the chairman.
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(Il) to supervise the senior management to effectively carry out and implement the
relevant work of protecting consumer rights, regularly listen to special reports from
the senior management on the implementation of consumer rights protection in the
Bank, and review and approve relevant special reports;

(I1) to supervise and evaluate the Bank’'s consumer rights protection work regarding
its comprehensiveness, timeliness and effectiveness, and the senior management’s
performance of duties;

(IV) in accordance with the Bank’s overall strategy, to deliberate proposals on consumer
rights protection for the consideration of the Board of Directors, and make
recommendations to the Board of Directors;

(V) to provide periodic reports to the Board;

(V) other matters as required by laws and regulations, Articles of Association of the
Bank, and authorized by the Board of Directors.

During the Reporting Period, the Consumer Rights Protection Committee has convened
3 meetings, heard 4 reports, including “Notice from the China Banking and Insurance
Regulatory Commission Henan Office on Consumer Complaints of the Banking Industry
throughout 2022”, and considered 4 resolutions, including “Resolution Regarding Report
on Consumer Rights Protection Work of Zhongyuan Bank Co., Ltd. in 2022".

Board of Supervisors

6.1

6.2

Composition of Board of Supervisors

As of the end of the Reporting Period, the Board of Supervisors of the Bank consists of
92 Supervisors, which shall include three employee representative Supervisors, namely
Mr. YOU Xiang, Mr. ZHANG Ke and Ms. DAN Limin; three shareholder representative
Supervisors, namely Ms. WANG Xiaoyan, Mr. YAN Yongfu and Ms. LU Suyue; three
external Supervisors, namely Mr. LI Xingzhi, Ms. GU Xiujuan and Ms. LIU Xia.

During the Reporting Period, the Board of Supervisors fulfilled its duties diligently,
supervised the performance of duties by Directors and the senior management personnel
of the Bank, the strategy development and implementation, financial activities, risk
management and internal control of the Bank.

Powers of Board of Supervisors

(1) to supervise the adoption by the Board of Directors of prudent business philosophy
and value standards and formulate development strategies in line with the actual
situations of the Bank; to regularly evaluate the scientificity, rationality and
effectiveness of the development strategies formulated by the Board and prepare
evaluation reports;

Please see the section “Directors, Supervisors, Senior Management, Employees and Institutions” for
biographies of incumbent supervisors, as well as information on changes of supervisors during the
Reporting Period.
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(2) to supervise the performance of duties of the Board of Directors and senior
management and its members of the Bank, to conduct a comprehensive evaluation
on the performance of duties of the Directors, Supervisors and senior management
personnel and when the acts of Directors and senior management personnel of the
Bank are detrimental to its interests, to require them to correct these acts and to
propose the removal or litigation against Directors and senior management personnel
who have violated laws, administrative regulations, the Articles of Association or
resolutions of the shareholders’ general meetings;

(3) to examine and supervise the financial activities of the Bank, to examine financial
information such as financial reports, business reports and profit distribution plans
proposed to be submitted to the Shareholders’ general meeting by the Board of
Directors, to conduct investigations if there are any doubts or irregularities in relation
to the operation of the Bank, and to engage professionals, such as lawyers, certified
public accountants and practicing auditors, if necessary, to assist its duties at the
expenses of the Bank;

(4) to examine the periodical reports of the Bank compiled by the Board of Directors and
submit its opinions in writing;

(5) to supervise the election and appointment procedures for directors;

(6) to present at Board meetings, meetings of special committees of the Board of
Directors and meetings of senior management and have the rights to query or make
proposals in relation to the matters deliberated by the meetings;

(7) to make written or oral proposals, give indications, conduct discussions and raise
questions to the Board of Directors, senior management and its members or other
personnel and require them to reply based on needs;

(8) to guide the internal audit department to perform their duties of auditing and
supervision independently, and check and supervise the operation decisions, risk
management and internal control of the Bank and supervise the rectification;

(9) to supervise the implementation of the Bank’s compensation management system
and the scientificity and rationality of the compensation plan for senior management;

(10) to exercise any other functions and powers prescribed by the laws, administrative
regulations, departmental rules or the Articles of Association and authorized by the
shareholders’ general meetings.

The ways in which the Bank’s Board of Supervisors performs its duties mainly include:
regular meetings of the Board of Supervisors and special committees; listening to meetings
of the Board of Directors and meetings of senior management; reviewing all kinds of
documents reported by the senior management; listening to the work reports and special
reports made by the senior management, and conducting discussions; conducting special
research and special supervision and inspection; conducting performance assessments
of Directors and the senior management, and so on. By carrying out the above-mentioned
work, the Board of Supervisors will conduct supervision over the Bank’s operation and
management, risk management, internal control, and the performance of Directors and
the senior management, and propose constructive and targeted supervision opinions.
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6.3 Meetings of the Board of Supervisors and Attendance of Supervisors

During the Reporting Period, the Bank has convened six meetings of the Board of
Supervisors in total, at which 84 resolutions were heard or considered.

The following are the details of meetings of the Board of Supervisors:

Session of meeting Date of meeting Form of meeting

The 30th meeting of the second session of the

Board of Supervisors March 30, 2023 On-site
The 31st meeting of the second session of the

Board of Supervisors May 15, 2023 On-site
The 32nd meeting of the second session of the

Board of Supervisors August 30, 2023 On-site
The 33rd meeting of the second session of the

Board of Supervisors September 21, 2023 On-site
The first meeting of the third session of the

Board of Supervisors October 12, 2023 On-site
The second meeting of the third session of the

Board of Supervisors November 28, 2023 On-site

The attendance of each Supervisor at the meetings of the Board of Supervisors during the
Reporting Period is set out below:

Required

attendance of Attendance in Attendance by
Members of the Board of Supervisors the meeting person proxy
Ms. JIA Jihong 0 0 0
Mr. ZHANG Yixian 4 &} 1
Ms. DAN Limin 4 4 0
Ms. LI Weizhen 0 0 0
Mr. LI Wanbin 2 2 0
Mr. LI Xiaojian 4 &) 1
Mr. HAN Wanghong 4 4 0
Mr. SUN Xuemin 4 4 0
Mr. PAN Xinmin 4 4 0
Mr. YOU Xiang 2 2 0
Mr. ZHANG Ke 2 2 0
Ms. WANG Xiaoyan 2 1 1
Mr. YAN Yongfu 2 2 0
Ms. LU Suyue 2 2 0
Mr. LI Xingzhi 2 2 0
Ms. GU Xiujuan 2 2 0
Ms. LIU Xia 2 2 0
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Notes:

1. Ms. JIA Jihong resigned as the Supervisor of the Bank on January 3, 2023;

2. Ms. LI Weizhen resigned as the Supervisor of the Bank on February 22, 2023.

3. Mr. LI Wanbin resigned as the Supervisor of the Bank on June 20, 2023;

4. Ms. DAN Limin was elected as the Supervisor of the second session of the Supervisory
Committee of the Bank on July 21, 2023, and was elected as the Supervisor of the third
session of the Supervisory Committee of the Bank on October 12, 2023;

5. As the term of office of the second session of the Supervisory Committee of the Bank has
expired, Mr. ZHANG Yixian, Mr. LI Xiaojian, Mr. HAN Wanghong, Mr. SUN Xuemin, and Mr.
PAN Xinmin retired as the Supervisors of the Bank on October 12, 2023;

6. Mr. YOU Xiang, Mr. ZHANG Ke, Ms. WANG Xiaoyan, Mr. YAN Yongfu, Ms. LU Suyue, Mr. LI

Xingzhi, Ms. GU Xiujuan, and Ms. LIU Xia were elected as the Supervisors of the third session
of the Supervisory Committee of the Bank on October 12, 2023.

Attendance at General Meetings during the Reporting Period

During the Reporting Period, the Board of Supervisors of the Bank appointed supervisors
to attend the 2023 first extraordinary general meeting, the 2022 Annual General Meeting
and the 2023 second extraordinary general meeting of the Bank, and supervised the legal
compliance of the procedures of meetings and the voting process on-site.

Attendance at the Meetings of the Board during the Reporting Period

During the Reporting Period, the Board of Supervisors attended on-site meetings of the

Board of Directors, and supervised legal compliance of the meetings and procedures of
voting as well as the attendance, speech and voting of Directors.
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Board of Supervisors and its Special Committee

7.1 Nomination Committee

As of the end of the Reporting Period, there were a total of 6' members in the Nomination
Committee of the Board of Supervisors, including Ms. GU Xiujuan, Mr. YOU Xiang, Mr.
ZHANG Ke, Ms. DAN Limin, Ms. LIU Xia and Ms. WANG Xiaoyan. The chairwoman was
acted by Ms. GU Xiujuan, an external Supervisor. The major duties and responsibilities of
the Nomination Committee were:

(1) making recommendations to the Supervisors on the scale and composition of the
Board of Supervisors;

(2) studying the standards and procedures of selection of Supervisors and making
recommendations to the Board of Supervisors;

(3) identifying extensively qualified candidates for Supervisors;

(4) conducting preliminary review on the qualification and conditions of candidates for
Supervisors proposed by Shareholders and making recommendations;

(5) supervising the procedure of selection and engagement for Directors;

(6) responsible for the comprehensive evaluation of the performance of duties by the
Directors, Supervisors and senior management and reportto the Board of Supervisors;

(7) studying and formulating the remuneration policy and plans of Supervisors, and
submitting to the Shareholders’ general meetings for approval upon review by the
Board of Supervisors;

(8) any other matters authorized by the Board of Supervisors.

During the Reporting Period, the Nomination Committee convened a total of 5 meetings,
at which 13 resolutions including the Proposal on the Implementation Program on the
Performance Evaluation of Directors, Supervisors and Senior Management by the Board
of Supervisors in 2022 of Zhongyuan Bank Co., Ltd. and 2022 Debriefings of External
Supervisors of Zhongyuan Bank Co., Ltd. were considered.

On October 12, 2023, the Bank held the first meeting of the third session of the Board of Supervisors and
elected GU Xiujuan, YOU Xiang, ZHANG Ke, DAN Limin, LIU Xia and WANG Xiaoyan as the members of

the Nomination Committee of the Board of Supervisors. Ms. GU Xiujuan served as the chairwoman.
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7.2 Supervision Committee

As of the end of the Reporting Period, there were a total of 6" members in the Supervision
Committee of the Board of Supervisors, namely Mr. LI Xingzhi, Mr. YOU Xiang, Mr. ZHANG
Ke, Ms. DAN Limin, Mr. YAN Yongfu and Ms. LU Suyue. The chairman was acted by Mr. LI
Xingzhi, an external Supervisor. The major duties and responsibilities of the Supervision
Committee were:

(1) formulating plans for supervision of financial activities of the Bank and making
relevant recommendations to the Board of Supervisors;

(2) supervising the Board of Directors to adopt prudent business philosophy and value
standards and formulating development strategies in line with the actual situation
of the Bank, and organizing the evaluation on the scientificity, rationality and
effectiveness of the development strategies formulated by the Board of Directors,
preparing the evaluation report and reporting to the Board of Supervisors;

(3) monitoring and reviewing the operation strategy, risk management and internal
control of the Bank and supervising the rectification;

(4) communicating with the external audit institution of the Bank to know the preparation
and major adjustments for regular reports of the Board of Directors, and reporting to
the Board of Supervisors;

(5) guiding the internal audit department to independently perform the audit and
supervision functions;

(6) supervising the scientificity and rationality of the implementation of the Bank's
remuneration management system and the remuneration plan of senior management;

(7) any other matters authorized by the Board of Supervisors.

During the Reporting Period, the Supervision Committee convened a total of 3 meetings,
at which 7 reports including the 2022 Operation Report of Zhongyuan Bank Co., Ltd. were
reviewed and 30 proposals including the Report on Consumer Rights Protection Work of
Zhongyuan Bank Co., Ltd. in 2022 and 2023 Key Points on Consumer Rights Protection of
Zhongyuan Bank Co., Ltd. were considered.

On October 12, 2023, the Bank held the first meeting of the third session of the Board of Supervisors
and elected LI Xingzhi, YOU Xiang, ZHANG Ke, DAN Limin, YAN Yongfu and LU Suyue as the members

of the Supervision Committee of the Board of Supervisors. Mr. LI Xingzhi served as the chairman.
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Senior Management

The senior management, as the executive body of the Bank, shall report to the Board and
be supervised by the Board of Supervisors. The Bank has one president and several vice
presidents and assistants to the president, who are appointed or dismissed by the Board of
Directors, and are responsible for implementing the decisions of the Board of Directors and
are required to report to the Board of Directors of the Bank. The senior management has the
powers as authorized by our Board to manage our daily operations. The division of authority
between the senior management and the Board of Directors is carried out in accordance with
the corporate governance documents such as the Bank’s Articles of Association.

The senior management, with the president as its representative, perform their duties in
accordance with the terms of reference as stipulated in the Articles of Association of the
Bank; their main duties include managing operating activities of the Bank, managing daily
administration, business and financial matters, and reporting regularly to the Board with
respect to the operating matters of the Bank.

8.1 Chairman and President

During the Reporting Period, the roles and duties of the chairman and the president of
the Bank were taken up by different individuals and there was a clear division between
their duties and responsibilities, which complies with the recommendations of the Hong
Kong Listing Rules.

As of the end of the Reporting Period, Mr. GUO Hao acted as the secretary of the Party
Committee and the chairman, and took charge of the overall work of the Bank; Mr. LIU Kai
acted as the deputy secretary of the Party Committee and the president, responsible for
the daily operation and management of the Bank.

Financial, Business and Family Relationship among Directors, Supervisors and
Senior Management

The Directors, Supervisors and senior management of the Bank do not have any relationship,
including financial, business, family and other material relations.
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10. Training and Research of Directors and Supervisors during the Reporting Period
10.1Introduction to the Training and Survey of Directors

During the Reporting Period, all Directors of the Bank innovated their ways of performance
and attached importance to the improvement of the performance ability. Firstly, they
actively participated in the training of Directors. The whole Directors attended the training
relating to the performance of duties by Directors, and comprehensively and systematically
studied the overview of corporate governance of commercial banks, regulations on the
related party transaction management, requirements for information disclosure, classic
cases of violation and Directors’ responsibility of performing their duties, etc., so as
to improve the capacity of performing their duties. Secondly, they meticulously carried
out research on Directors. During the Reporting Period, Directors conducted the survey
on capital adequacy ratio by keeping in mind key difficulties and problems in business
development of the Bank and its subsidiaries. They went to Mengjin Minfeng County
Bank and Suiping Zhongyuan County Bank for the work of research and guidance, and
provided specific guidance on optimizing capital management and promoting county
banks to reform and defuse risk. Thirdly, they launched relevant inspection. The Risk
Management Committee convened the relevant departments in accordance with the
relevant requirements of the Articles of Association, listened to the situation related to
the Bank’s comprehensive risk management, and understood the situation related to the
various types of risk management of Zhongyuan Bank, and arranged the risk inspection
in 2024, so as to earnestly fulfill its responsibilities; the Audit Committee conducted the
assessment of the audit quality of the external auditors of the Audit Committee to effectively
supervise the auditors’ compliance in the conduction of the audit work. Through the
above forms, the Directors of the Bank further strengthened the understanding of industry
regulatory policies and the operation within the Bank, which is beneficial to their exercise
of relevant right scientifically.

10.2Introduction to the Training and Survey of Supervisors

During the Reporting Period, Supervisors of the Bank participated in the special training
on Basel lll Capital Management Accord ( {EEZE® % 11l EAREIEH L) ), the third Board
of Supervisors’ performance training, and the compliance training for Hong Kong listing
companies, and also participated in the special surveys on the “Four Haves” model for
rural revitalization, the management of capital adequacy, the development of village
bank, as well as the current situation of credit investment.
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Company Secretary under the Hong Kong Listing Rules'

The Bank appointed Ms. CHAN Yin Wah, associate director of SWCS Corporate Services
Group (Hong Kong) Limited, to act as the company secretary of the Bank. Ms. CHAN Yin Wah
has been in compliance with Rule 3.29 of the Hong Kong Listing Rules that she received at
least 15 hours of relevant professional training during the Reporting Period.

Communication with Shareholders
12.1Investors Relationship

The Bank attaches importance to communication with Shareholders, for which to meet
their demand, it has formulated Measures on Management of Investors Relationship of
Zhongyuan Bank Co., Ltd., and seeks to improve mutual understanding and enhance
communication with Shareholders through various channels including general meeting,
roadshows, press conference, official website, e-mail and telephone.

For enquiries to the Board, investors may contact: The Office of Board of Directors of
Zhongyuan Bank Co., Ltd.

Address: No. 23 Shangwu Waihuan Road, Zhengdong New District, Zhengzhou, Henan
Province, PRC

Telephone No.: (86) 0371-85517898

Fax No.: (86) 0371-85519888

E-mail: dongshihui@zybank.com.cn
12.2Information Disclosure

The Board of Directors and senior management place great importance to information
disclosure. They rely on good corporate governance and internal controls to ensure
investors obtain information in a timely and accurate manner.

In accordance with the requirements of the Hong Kong Listing Rules, Measures for the
Information Disclosure of Commercial Banks and Measures for the Information Disclosure
of Zhongyuan Bank Co., Ltd., the Bank continuously improved the timeliness, accuracy
and completeness of the information to be disclosed. During the Reporting Period, the
full version of the relevant reports is available for download on the website of the Bank.
Meanwhile, the annual reports and interim reports are available for review by the investors
and stakeholders in the office of Board of Directors and principal business place of the
Bank.

On October 12, 2023, Mr. ZHANG Ke resigned as the joint company secretary of the Bank due to work
adjustment, and Ms. CHAN Yin Wah, another joint company secretary of the Bank in compliance with
Rule 3.28 of Listing Rules for recognized academic and professional qualifications, remained in office
and served as the company secretary of the Bank. For details, please refer to the Bank’s announcement
dated October 12, 2023.
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12.3Shareholders’ Rights and Communication Policy

Procedure for Shareholders to Convene Extraordinary General Meeting

The Bank strictly complies with the applicable laws and regulations, the Hong Kong Listing
Rules, the Articles of Association of the Bank and the corporate governance system, for
practically safeguarding the rights of the Shareholders. Pursuant to the requirements
under the Articles of Association of the Bank and the rules of procedures of the general
meeting: the shareholders who individually or jointly hold more than 10% of the shares
of the Bank for at least 90 consecutive days may make a written request to the Board to
convene an extraordinary general meeting or class meeting, and to illustrate the subject
of the meetings. The Board shall, in accordance with the laws, administrative regulations
and the Articles of Association of the Bank, make a written response as to whether it
agrees to convene the extraordinary general meeting or class meeting within 10 days of
receiving the proposal. The shareholding of the above Shareholders is based on their
shareholdings on the date of such request is proposed to the Board in writing. If the
Board agrees to convene an extraordinary general meeting or a class meeting, the Board
shall deliver a notice of convening a General meeting or a class meeting within five days
from the adoption of the resolution of the Board. Any change to the original request
contained in the notice shall be made with the consent of relevant shareholders. Where
the Board disagrees to convene an extraordinary general meeting or a class meeting or
fails to give any feedback within ten days after the receipt of such request, shareholders
individually or jointly holding 10% or more of shares of the Bank are entitled to propose to
the Board of Supervisors to convene an extraordinary general meeting or a class meeting
by submitting a request in writing. Where the Board of Supervisors agrees to convene
an extraordinary general meeting or a class meeting, it shall, within five days after the
receipt of such request, deliver a notice of convening an extraordinary general meeting
or a class meeting. Any change to the original request in the notice shall be made with the
consent of relevant shareholders. If the Board of Supervisors fails to deliver such notice
to convene an extraordinary general meeting or a class meeting within the specified
period, the Board of Supervisors shall be deemed not to convene or preside over such
aforesaid meeting. Such shareholders individually or in aggregate holding more than
10% of the Bank’s voting shares for at least 90 consecutive days may at their discretion
convene and preside over such aforesaid meeting. Shareholders may refer to the Articles
of Association of the Bank published on the websites of the Hong Kong Stock Exchange
and the Bank for further details.

Procedure of Proposing a Resolution at the General Meeting

Shareholders individually or in aggregate holding 3% or more of the Bank’s voting
shares may propose an interim proposal and submit it to the convener in written form
ten days before the general meeting. The convener shall review such proposal, issue a
supplemental notice of the general meeting and announce the proposal if it satisfies the
provisions as specified in the Articles of Association of the Bank within two days after
receiving the proposal. If the Hong Kong Listing Rules specifies otherwise, the procedures
of submitting a proposal to the general meeting shall follow such provisions. Except as
provided in the precedent paragraph, the convener shall not alter the proposals in the
notice of the general meeting or add new proposals after the issuance of the notice of
the general meeting. Shareholders may refer to the Articles of Association of the Bank
published on the websites of the Hong Kong Stock Exchange and the Bank for further
details.
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Raise Enquiries to the Board of Directors

Shareholders have therightto supervise the operation of the Bank, and to make suggestions
or enquiries. Shareholders are entitled to access relevant information in accordance with
the laws, administrative regulations, departmental rules, regulatory documents, relevant
provisions stipulated by the securities regulatory authorities in the locality where the
Bank's shares are listed and the requirements of the Articles of Association of the Bank,
including audited accounting reports, personal information of the Directors, Supervisors,
President and other senior management personnel, share capital of the Bank, etc. Where
a Shareholder requests to inspect and read the relevant information, this Shareholder
shall provide the Bank with written documents evidencing the class and number of shares
of the Bank they hold, and the Bank shall provide such documentation as required by the
Shareholders upon verification of their identities.

The Bank attached greatimportance tothe opinions and recommendations of shareholders,
and opened channels for communication with shareholders, so as to meet their reasonable
needs in a timely manner. At the same time, the Company published its announcement,
financial data and other relevant data through the website www.zybank.com.cn. As a
channel to promote effective communication with shareholders, there is available email,
special telephone lines for investors and direct letter boxes for shareholders who have
any enquiries to contact the Bank’s office address, and the Bank will process the relevant
enquiries in a timely and appropriate manner. Please refer to “12.1 Investors Relationship”
for the detailed contact information above.

During the Reporting Period, the Bank has reviewed the implementation and effectiveness
of the above Shareholder communication policy and considers it effective.

External Auditors and Auditor’s Remuneration

The Bank engaged KPMG and KPMG Huazhen LLP to act as its international auditor and
domestic auditor for the year of 2023, respectively, at the 2022 annual general meeting
convened by the Bank on June 16, 2023, to carry out auditing in accordance with the Hong
Kong Standards on Auditing and China Standards on Auditing for Certified Public Accountants.
The two accounting firms have each provided audit services for the Bank for 8 consecutive
years.

In 2023, the remuneration for audit services and non-audit services agreed to be paid by the
Bank to KPMG Huazhen LLP and KPMG was RMB4,045,000 and RMB2,455,000, respectively.
Non-audit service is the review of interim financial statements and the agreed-upon procedure
of the quarterly financial statements.

The Board and the Audit Committee under the Board reached consensus on the selection and
appointment of the external auditors of the Bank without any disagreement.

The auditors of the Bank have not changed in the past three years.
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Amendments to the Articles of Association

The Board convened a 48th meeting of the second session of the Board on May 15, 2023,
which considered and approved the resolutions in relation to amendments to the Articles
of Association of Zhongyuan Bank Co., Ltd., and submitted it to the 2022 annual general
meeting of the Bank for consideration. On June 16, 2023, the Shareholders’ general meeting
considered and approved the above amendments. The Bank received the approval from the
National Administration of Financial Regulation Henan Office on August 10, 2023, pursuant to
which the amendments to the Articles of Association of the Bank were approved.

The amended Articles of Association of the Bank were published on August 18, 2023 on the
website of Hong Kong Stock Exchange (www.hkex.com.hk) and the official website of the
Bank (www.zybank.com.cn).

Risk Management and Internal Control

The Board of Directors is responsible for making the risk management and internal control
policies and bears the ultimate responsibility for overall risk management. Taking into account
that the purpose of the internal control system monitoring is to manage rather than eliminate
the risk of failure to achieve business objectives, the Board of Directors can only reasonably,
but not absolutely, guarantee that the above systems and internal controls will protect against
any material misrepresentation or loss. The Board shall guarantee a review of internal control
and risk management system at least once a year. The Bank evaluated the overall risk situation
on a quarterly basis and the quality of internal control on an annual basis.

During the Reporting Period, the Board of Directors has reviewed the risk management and
internal control policies of the Bank as well as the implementation and effectiveness of such
policies and considers it effective. The Board of Directors has also obtained confirmation from
the management on the effectiveness of the Bank’s risk management.

15.1 Risk Management

In accordance with the requirements of laws and regulations such as the Commercial
Banking Law ( % 3R77)%) ) and Internal Control Guidelines for Commercial Banks
( {PEHEIRITRIBIEHIFES]) ), the Bank established a standardized corporate governance
structure and defined the scope of rights, division of responsibilities and rules of
procedure for the Party Committee and the general meeting, the Board of Directors, the
Board of Supervisors and the senior management.
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Based on the Regulation Governing Capital of Commercial Banks (Provisional) and its
schedules, risks and relevant terminology defined by the Basel Committee, practice of
the domestic and overseas peers as well as its own actual situation, the Bank identifies
various overall quantitative and non-quantitative risks which may arise from the interaction
between business strategies, product portfolios, client demands and the external
macroeconomic environment. Taking into account the capital occupancy based on risk
types, risks of banks determined by regulators and capital regulatory requirements, the
Bank collects and publishes risk warnings, draws up risk event examples, identifies,
collects and assesses risk events and then determines material risks for the purpose of
identifying its material risks, such as credit risk, market risk, operational risk, liquidity
risk, interest risk in bank accounts, compliance risk, legal risk and reputational risk,
and subsequently making assessment and analysis as well as monitoring, reporting and
controlling the risks faced by the Bank on them with risk measurement approaches and
techniques.

15.2Internal Control

Based on the principles of full coverage, checks and balance, prudence and compatibility,
the Bank has established a relatively scientific and standardized internal control system
in accordance with relevant laws and regulations, such as the Law of the PRC on
Commercial Banks ( {F#E ARLMBAEERITIA) ), the Internal Control Guidelines for
Commercial Banks ( { E¥E1TAELIEHES]) ), and the relevant requirements of the Hong
Kong Stock Exchange, aiming to ensure the consistent compliance with relevant laws,
regulations and rules of the PRC, the application of the Bank’s development strategies
and the accomplishment of its operating objectives, the accuracy and completeness of
the Bank’s financial information and other management information, and the effectiveness
of the risk management of the Bank. The Bank insists in and continues to optimize the
defense mechanism comprising of three lines for internal control, further compacts a
line of defense for risk control responsibility. The first line of defense consists of various
branches and operating units, which are the owners of, and are accountable for risks and
controls, and have to undertake self-risk control functions in the course of their business
operation, including the formulation and implementation of policies, business examination,
the reporting of control deficiencies and the organization of rectification measures. The
second line of defense consists of the internal control and risk management departments
at all levels, which are responsible for the overall planning, organizing and implementing,
and examining and assessing of risk management and internal control. The third line
of defense consists of the audit and supervision departments, which are responsible
for performing internal audit on the adequacy and effectiveness of the internal control
and risk management, taking disciplinary actions against staff in violation of regulations
or disciplinary rules, carrying out case investigations and promoting management
accountability.
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15.3 Internal Auditing

The Bank has established a vertical and independent internal audit system of “one
department and three centers” in accordance with the Guidelines for the Internal Audit
of Commercial Bank, the Internal Control Guidelines for Commercial Banks and other
requirements. The audit department has been established at the head office level, and
three audit centers have been established in Luoyang, Pingdingshan and Jiaozuo.

During the Reporting Period, the Bank adhered to the ‘risk-oriented” and “data-
empowered” audit concepts, closely focused on regulatory requirements and the Bank’s
development strategy and central work, audited in accordance with laws and regulations,
and fully performed its audit supervision duties. Firstly, the Bank improved the audit
system, clarified the vertical and independent organizational structure, responsibilities,
authority and procedures of internal audit, the use of audit results, accountability and
other matters, and promoted the standardization of internal management, enhanced
the internal control, prevented risks and improved the quality and efficiency. Secondly,
the Bank adhered to the risk orientation, coordinated the audit coverage requirements
of points, lines and areas, reasonably arranged audit resources, and carried out audit
items in an orderly manner. Thirdly, the Bank focused on the core thoughts of “digital
transformation” and “digital intelligence transformation”, integrated and planned data
resources, built and improved the management platform, so as to improve the support
ability of technological tools for modern financial audit work continuously. Fourthly, the
Bank fulfilled the big data audit thinking, actively innovated and improved audit methods,
vigorously promoted off-site big data audits, carried out audits mainly with big data off-
site audit methods, and provided relatively accurate positioning and clear focus for on-
site audits, to improve the quality and efficiency of audit. Fifthly, the Bank established
and improved the long-term mechanism for rectification of problems found in the audit,
and adopted various methods (such as tracking, supervision, verification, assessment
and review) to improve the effect of audit rectification. Sixthly, the Bank formed a joint
supervision force in terms of information sharing, achievement sharing, implementation
and other aspects, strengthened accountability, timely handed over clues of violations of
laws and disciplines, thus enhanced audit deterrence.

15.4 Anti-money Laundering

During the Reporting Period, the Bank strictly complied with the Anti-money Laundering
Law of the PRC ( (A ZE AR ZEMBE &%) ) and other applicable laws and regulations
promulgated by institutions, including the People’'s Bank of China, National Financial
Regulatory Administration. The Bank consistently adhered to the “risk-based” working
idea for anti-money laundering, established a comprehensive mechanism of anti-
money laundering work, improved internal control systems, continuously optimized the
supervision and reporting systems of anti-money laundering, proactively carried out the
publicity and training for anti-money laundering and effectively performed all anti-money
laundering obligations as required by the law. The Bank’s main measures to carry out
anti-money laundering work are as follows:
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Firstly, continuing to strengthen the construction of anti-money laundering working
mechanism, standardizing and clarifying the anti-money laundering responsibilities of the
Board of Directors, Board of Supervisors, senior management, leading groups for anti-
money laundering work and branches, and establishing a clear and efficient operation
mechanism. Secondly, comprehensively completing the identification of suspicious
transactions in 197 outlets of the original three merged banks, and improving the level of
professionalization and intensification. Thirdly, optimizing the supervision and reporting
systems function of anti-money laundering for 12 times and comprehensively analyzing and
optimizing 67 suspicious model rules of the Bank throughout the year, and continuously
improving the system processing efficiency and model monitoring accuracy. Fourthly,
using multiple resources to build a multi-level and multi-dimensional training system,
strengthening the anti-money laundering awareness of all employees, and promoting
the improvement of anti-money laundering performance capabilities. Fifthly, taking the
initiative to fulfill the responsibility of social propaganda and education, carrying out anti-
money laundering publicity work on a regular basis, and making full use of LED screen,
TV media, outdoor publicity, official website, WeChat, mobile banking and other methods
to popularize and publicize financial knowledge about anti-money laundering and anti-
terrorist financing, and strengthening the anti-money laundering awareness of the general
public so as to shape a favorable social environment for anti-money laundering.

15.5 Anti-corruption

The Bank consistently took a pressing attitude toward corruption penalty and governance,
deeply advanced the anti-corruption with continuous effort, to promote the facts that
everyone is afraid and incapable of corruption and reluctant to be corrupt. The Bank
formulated the Measures for Zhongyuan Bank Implementing the Spirit of the Party’s
Eight-Point Frugality Code ( (FRIBITERBEERRNIBHREBEBEEINE) ) and other
measures, issued the Implementation Opinions on Relevant Intensifying Comprehensive
Supervision Work ( (BAR®{LZHEEETENERER) ), Implementation Opinions on
Implementing Decision Policy of “Major issues, important appointments and removals,
major projects, and the use of large amounts of money” ( (EREBE =& — K" REHE
MEMER) ) and others, and the system of exercising full and strict governance over
the Party and the corporate was initially formed. Focusing on business, personnel,
finance, centralized procurement and other key areas and aspects, the Bank surrounded
authorization, authority, constraint of authority, well-defined responsibility, diligence,
accountability and other key aspects and matters, attached great importance on the
decision process and the implementation of democratic centralism and strengthened the
supervision of “Top Leaders” and leading groups, to make “the key minorities” drive “the
majorities”. The Bank carried out the work of key missions linking supervision and check
of “deeply full and strict governance over the Party, consistently full and strict governance
over the Bank and intensifying full supervision”, improved the closed-loop mechanism
of discovering issues, rectification, disposal and accountability and normalization and
effectiveness, promoted the full supervision expanding to the whole bank and grassroots.
Combining with the requirement of special discipline and education of “defining direction,
setting up rules, cleaning up misconduct and improving harmony”, the Bank carried out the
education activities of honest culture at hand with various forms and contents, taught and
drove the staffs to treat the supervision properly, receive the supervision automatically,
not break the red line of complying with the rules of the Party, national laws and rules
of the industry. Taking the classic cases inside and outside the industry as examples,
the Bank consolidated and enhanced the results of cases promoting rectification, led
the whole members and cadres in the Party to automatically express harmony, develop
frugality, frequently clean up “the dust of thought”, more think the “greed, desire and
harm”, frequently catch the “thief in the heart”, together developed a health ecosystem of
long-term honest, so as to make the honest finance be the symbol and brand of the Bank.
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16. Management of Inside Information

The Board of the Bank is responsible for disclosing information of the Bank, which includes
enacting standard procedures and methods in relation thereto and reviewing information to
be disclosed, and it also assumes liabilities for the truth, accuracy and completeness of the
information disclosed. The information disclosure of the Bank is subject to the supervision of
regulators and the Bank's Board of Supervisors. Chairman of the Board is the primary person
responsible for implementing the management measures for information disclosure, while the
Secretary of the Board is in charge of its execution and the Board Office deals with the daily
work thereof.

To ensure confidentiality of the Bank’s inside information, safeguard the fairness in information
disclosure and protect the legal rights of investors, the Bank enacted the Measures for
Information Disclosure Management in Zhongyuan Bank Co., Ltd. ( (A REEFTRMDER AT
EBHEEEM L) ) based on domestic and overseas laws, regulations and other normative
documents such as the Company Law of the PRC ( {FZEAR MBI R FE) ), the Securities
Law of the PRC ( {##ZE AR KEFMBIFE %)L ), Measures for Information Disclosure Management
of Commercial Banks ( {EHERTEEHEETENH L) ) and the Hong Kong Listing Rules. The
Bank makes information disclosure and manages inside information in strict compliance
with the regulatory requirements and specifies the principles, contents, management and
procedures for information disclosure in the Measures for Information Disclosure Management
in Zhongyuan Bank Co., Ltd., which also provides for the coverage, insider limits and the
security management of inside information as well as punishment for divulging inside
information, etc. When relevant events or circumstances arise, the Bank would quickly
assess the possible impact on the stock price and consciously decide whether the events
or circumstances are inside information that should be disclosed and conduct the relevant
disclosure accordingly. During the Reporting Period, the Bank not only stringently complied
with the regulatory requirements of domestic and overseas regulators, but also intensified its
management rules and enhanced the security measures of its inside information as well as
disclosed relevant information timely according to requirements.
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Dividend Policy

Article 255 and Article 258 of the Articles of Association of the Bank specify the requirements
for profit distribution:

The Bank may make profit distribution if it has distributable profits for each year after making
up for the losses, contributing to the statutory reserve, general reserve and paying dividends
to the preference shareholders provided that the capital adequacy ratio of the Bank meets
regulatory requirements. Where the accumulated amount of the statutory reserve fund of the
Bank comes to more than 50% of the registered capital of the Bank, it is no longer necessary to
set aside the statutory reserve fund. After setting aside the statutory reserve fund and general
reserve, and paying dividends on preference shares, whether to set aside the discretionary
reserve funds shall be determined by the Shareholders’ general meeting. The Bank shall not
distribute profits to Shareholders before making up for the losses of the Bank and setting
aside the statutory reserve funds and general reserves. The Bank may distribute dividend in
the form of cash or share. The profit distribution of the Bank attaches the emphasis on the
reasonable return on the investment of investors. The Bank’s profit distribution policy should
maintain certain continuity and stability, and the Company shall distribute dividends in the
profitable year. The total profit distributed in the form of cash dividends for the last three
years shall not be less than 30% of the average annual distributable profit of the Bank of the
last three years, when making profits distribution. Distribution of dividends in form of stock
shall be approved by general meeting of shareholders and subject to approval by the banking
regulatory authority of the State Council.

The payment of dividends on the preference shares of the Bank shall be made in accordance
with the laws, regulations, departmental rules, relevant regulations of the securities regulatory
authorities of the place where the shares of the Bank are listed and the preference shares are
issued or listed and the requirements of the Articles of Association of the Bank. The dividend
rate for the issued and outstanding preference shares of the Bank consists of the benchmark
rate and the fixed spread. The dividend rate may be adjusted at different intervals. Preference
shareholders shall rank in priority to ordinary shareholders in terms of dividends distributed
in accordance with the agreed dividend rate and profit distribution terms. The Bank paid
dividends in cash to the preference shareholders. After the relevant resolutions are approved
at the general meeting, the Bank shall have the right to cancel dividends in whole or in
part that have been proposed to be distributed on the interest payment date in the manner
prescribed under the conditions.
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Principal Business

The Bank is primarily engaged in banking and related financial services, including corporate
banking, retail banking, treasury operation and other businesses in the PRC.

Business Review and Outlook

2.1

2.2

Business Review of the Bank

The business review of the Bank during the Reporting Period was set out in “Management
Discussion and Analysis — 9. Business Review”.

Results
The results of the Bank for the year ended December 31, 2023 and the financial position

of the Group as at that date are set out in the financial statements and notes section of
this annual report.

Dividends

3.1

3.2

3.3

Dividends of Preference Shares

For dividends of preference shares during the Reporting Period, please refer to “Changes
in Share Capital and Information on Shareholders — 9.2 Profit distribution on the Offshore
Preference Shares”.

Dividends of Ordinary Shares

With the approval of the meeting of the Board of Directors of the Bank on March 28,
2024, it was recommended not to distribute the 2023 final dividend to all Shareholders.
Such resolution of no dividend distribution shall be approved by the Shareholders at the
upcoming 2023 annual general meeting of the Bank.

The independent non-executive Directors of the Bank also expressed independent
opinions on the profit distribution plan.

Tax Exemptions

In accordance with the applicable provisions and implementation regulations of the
Enterprise Income Tax Law of the PRC ( {(FZEARKEMBGEMEHE) ), the Bank is
required to withhold enterprise income tax at a rate of 10% for non-resident enterprise
holders of H shares (including H shares registered in the name of HKSCC Nominees
Limited).

In accordance with the applicable provisions and implementation regulations of the
Individual Income Tax Law of the PRC ( {FZEARZMEEAFTEHE) ) and the Notice
of the State Administration of Taxation on Issues Concerning Taxation and Administration
of Individual Income Tax after the Repeal of the Document Guo Shui Fa [1993] No. 45
(Guo Shui Han [2011] No. 348), the Bank is required to withhold individual income tax for
holders of H shares.
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For individual H Shareholders who are residents of Hong Kong or Macau or residents of
other countries/regions that have entered into a tax treaty with the PRC with dividend tax
rates at 10%, the Bank is required to withhold individual income tax on the final dividends
paid at a rate of 10% for such H Shareholders.

For individual H Shareholders who are residents of countries/regions that have entered
into a tax treaty with the PRC with dividend tax rates lower than 10%, the Bank is required
to withhold individual income tax at a temporary rate of 10% on the final dividends paid for
such holders of H shares. If such holders of H shares intend to apply for refund of surplus
tax deductions, the Bank will handle on their behalf the application for the entitlement to
relevant tax treaty in accordance with the Taxation Notice. Eligible holders of H shares
are required to submit a written power of attorney and all application materials in a timely
manner; upon review by the competent tax authorities and if approved, the Bank will
assist in the refund of surplus tax deductions.

For individual H Shareholders who are residents of countries/regions that have entered
into a tax treaty with the PRC with dividend tax rates more than 10% but lower than 20%,
the Bank is required to withhold individual income tax on the final dividends paid at an
applicable rate as required under relevant tax treaty.

For individual H Shareholders who are residents of countries/regions that have entered
into a tax treaty with the PRC with dividend tax rates at 20%, or who are residents of
countries/regions that have not entered into any tax treaty with the PRC or otherwise, the
Bank will withhold individual income tax at a rate of 20%.

Annual General Meeting

The Bank intends to convene the 2023 annual general meeting on Friday, June 21, 2024.
In order to determine the Shareholders who are entitled to attend and vote at the annual
general meeting, the register of members of the Bank will be closed from Tuesday, June
18, 2024 to Friday, June 21, 2024 (both days inclusive), during which period no transfer
of Shares will be affected. Shareholders whose names appear on the register of members
of the Bank on Friday, June 21, 2024 are entitled to attend and vote at the annual general
meeting. In order to be eligible to attend and vote at the annual general meeting, all transfer
documents accompanied by the relevant share certificates and other appropriate documents
must be lodged for registration with the Board office of the Bank (for holders of Domestic
Shares) at Zhongke Golden Tower, No. 23 Shangwu Waihuan Road, Zhengdong New District
CBD, Zhengzhou, Henan Province, PRC, or the H Share Registrar of the Bank (for holders of
H Shares), Computershare Hong Kong Investor Services Limited, at shops 1712-1716, 17th
floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, no later than 4:30 p.m.
on Monday, June 17, 2024. The Bank will despatch the notice and circular for the 2023 annual
general meeting in due course.
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Exposure to Major Risks

Please refer to “Management Discussion and Analysis — 10. Risk Management” for the major
risks the Bank had been exposed to during the Reporting Period.

Future Development

A review of certain aspects affecting the future development of the Bank is set out in
“Management Discussion and Analysis — 1. Past Economic and Financial Environment and
Future Prospects” in this annual report.

Relationship between the Bank and its Major Employees, Customers and
Suppliers

The Bank has been promoting a market-oriented human resources system and has continually
strengthened its incentive assessments, comprehensive training, and other complementary
mechanisms, and has adopted a distinctive training system that could serve different needs
of various groups of employees, which is characterized with a multiple-level training structure.
As a result, it managed to cultivate a highly qualified, aggressive and efficient workforce.
The Bank also believes career planning of employees to be of great importance and have
developed a clear career development path for different roles, which is believed could further
encourage its employees to endeavor to maximize his or her value.

The Bank’s labor union represents the interests of the employees and works closely with
its management on labor-related issues. During the Reporting Period, the Bank has not
experienced any material labor disputes that have affected its operation and the Bank believes
that the relationship between its management and the labor union has been satisfactory.

The Bank has established long-term favorable cooperative relationships with a number of
quality enterprises.

Due to its business nature, the Bank did not have any major suppliers.
Major Depositors and Borrowers

As of the end of the Reporting Period, the balance of the Bank's loans to any single borrower
did not exceed 10% of the Bank’'s net capital. The interest income from the five largest
customers of the Bank did not exceed 30% of the Bank’s total interest income. None of the
Directors of the Bank and their close associates or any Shareholder which to the knowledge
of the Directors owned more than 5% of the number of issued Shares of the Bank had any
interest in the above five largest customers.
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Share Capital

For details of the Bank's share capital, please refer to “Changes in Share Capital and
Information on Shareholders” in Chapter 6.

Pre-emptive rights

During the Reporting Period, pursuant to the Articles of Association of the Bank and the
relevant laws, the Bank did not stipulate any requirements for granting the pre-emptive right
to Shareholders.

Substantial Shareholders

Details of the Bank’s substantial Shareholders as at the end of the Reporting Period are set out
in “Changes in Share Capital and Information on Shareholders” in Chapter 6.

Use of Proceeds

For details of issuance and listing of the Shares conducted by the Bank during the Reporting
Period and use of proceeds of the Bank, please refer to the section headed “Important Events”.

Property and Equipment

Details of the changes in property and equipment of the Bank for the year ended December
31, 20283 are set out in the Note 24 to the financial statements in this annual report.

Changes in the Reserves

For the year ended December 31, 2023, the details of changes in the reserves of the Bank
are set out in the consolidated statement of changes in equity in the financial statements of
the Bank.

Purchase, Sale and Redemption of the Listed Securities of the Bank

Save for the redemption of Offshore Preference Shares as set out in the section headed “9.3
Repurchase or Conversion of Offshore Preference Shares” in this annual report. During the

Reporting Period, the Bank or any of its subsidiaries have not purchased, sold or redeemed
any listed securities of the Bank.
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Retirement Benefits

Please refer to Note 35(a) to the financial statements in this annual report for details of the
retirement benefits provided to employees of the Bank.

Connected Transactions and Related Party Transactions

In the ordinary and usual course of business, the Bank provides commercial banking services
and products to the public in China, including certain connected persons of the Bank such as
Shareholders, Directors, Supervisors, President and/or their respective associates. Pursuant
to the Hong Kong Listing Rules, such transactions, being conducted on normal commercial
terms in the ordinary and usual course of business of the Bank, shall be exempt from
reporting, annual review, disclosure and independent Shareholders’ approval requirements
under Chapter 14A of the Hong Kong Listing Rules. The Bank has reviewed all its connected
transactions and acknowledged that it had complied with the requirements under Chapter 14A
of the Hong Kong Listing Rules.

The details of the related party transactions conducted by the Bank in the ordinary and
usual course of business during the Reporting Period are set out in Note 43 to the financial
statements. The definition of connected persons under Chapter 14A of the Hong Kong Listing
Rules is different from the definition of related parties under International Accounting Standard,
and its interpretations by the IASB. Certain related party transactions set out in the notes
to the financial statements also constitute connected transactions or continuing connected
transactions as defined under the Hong Kong Listing Rules, but none of them constitutes any
disclosable connected transaction as defined under the Hong Kong Listing Rules.
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Interests of Directors and Supervisors in Business in Competition with the Bank

As of the end of the Reporting Period, none of the Directors or Supervisors of the Bank holds
any interest in any business which competes or is likely to compete, whether directly or
indirectly, with that of the Bank.

Directors

Please see the section “Directors, Supervisors, Senior Management, Employees and
Institutions” for biographies of incumbent directors, as well as information on changes of
Directors during the Reporting Period.

Directors’ and Supervisors’ Service Contracts

During the Reporting Period, the Directors and Supervisors of the Bank did not have service
contracts which are not determinable by the Bank within one year without payment of
compensation (other than statutory compensation).

Permitted Indemnity Provisions

Pursuant to C.1.8 of Part 2 of the Code Provision, the Bank should purchase appropriate
insurance covering potential legal proceedings against the Directors of the Bank. In order to
comply with the Code Provision, the Bank has purchased appropriate liability insurance for
the Directors and to provide indemnity for their liabilities incurred during the operations of the
Bank for the year of 2023.

Save as disclosed above, at no time during the Reporting Period and as of the date of this
annual report, there was or is, any permitted indemnity provision being in force for the benefit
of any of the Directors or Supervisors (whether made by the Bank or otherwise) or the Directors
or Supervisors of an associated corporation of the Bank (if made by the Bank).

Directors’ and Supervisors’ Material Interests in Transactions, Arrangements or
Contracts

Save as disclosed in the “Report of the Board of Directors — 17. Connected Transactions and
Related Party Transactions”, during the Reporting Period, the Bank or its subsidiaries did
not enter into or have any transaction, arrangement or contract of significance in which the
Directors or Supervisors (or entities connected with the Directors or Supervisors) directly or
indirectly were materially interested.

Arrangements to Purchase Shares or Debentures
At no time during the Reporting Period, the Bank was a party to any arrangements to enable

the Directors and Supervisors to acquire benefits by means of the acquisition of shares in, or
debentures of, the Bank or any other body corporate.
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Management Contracts

Save for the service contracts entered into with the management of the Bank, the Bank has
not entered into any other contract with any individual, company or body corporate in relation
to the management or administration of the whole or any substantial part of any business of
the Bank.

Directors’, Supervisors’ and Chief Executive’s Interest in Shares of the Bank

As of the end of the Reporting Period, none of the Directors, Supervisors and the chief executive
of the Bank and their associates had interests and short positions in the Shares, underlying
Shares and debentures of the Bank or its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept under Section 352 of the SFO or
as otherwise notified to the Bank and the Hong Kong Stock Exchange pursuant to the Model
Code.

Corporate Governance

The Bank are committed to maintaining high standards in corporate governance. For details,
please refer to the “Corporate Governance Report” in this annual report.

Public Float

Based on the information available to the Bank in the public and so far as our Directors
concerned, as of the date of this annual report, the Bank had maintained sufficient public
float in compliance with the minimum requirement of the Hong Kong Listing Rules and the
exemption granted by the Hong Kong Stock Exchange upon the Bank’s listing.

Auditors

Please refer to the section “Corporate Governance Report — 13. External Auditors and Auditor’s
Remuneration” for the information on the auditors of the Bank.
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Equity Linked Agreement

In order to actively implement the government’s special debt policy of RMB8.0 billion, enhance
the Bank’'s capital strength and risk resistance level, the Bank carried out the convertible
negotiated deposit business to replenish its other tier-one capital and entered into convertible
negotiated deposit agreement (the “Agreement”) with Zhengzhou Finance Bureau, an authority
designated by the Finance Department of Henan Province.

The main contents of the Agreement are summarized as below:

(1) after the Finance Department of Henan Province or its designated authorities collecting
the proceeds from issuance of the government’s special bonds, the Financial Department
of Henan Province or its designated authorities will open a special account in the Bank
for the convertible negotiated deposit for the purpose of receiving such funds;

(2) with the consent of the Finance Department of Henan Province, when the core tier-one
capital adequacy ratio of the Bank is lower than 5.125%, and upon the satisfaction of
specific requirements on the Minimum Public Float prescribed by the Stock Exchange,
the Finance Department of Henan Province or its designated authorities shall convert the
convertible negotiated deposit into ordinary Shares of the Bank in accordance with laws
and regulations as well as the Agreement;

(3) if the conversion conditions are not fully satisfied, the Bank shall repay the principal and
interest upon the maturity of the convertible negotiated deposit in accordance with the
Agreement; and

(4) during the term of the convertible negotiated deposit, the Bank shall report the changes in
the core tier-one capital adequacy ratio of the previous quarter to the Finance Department
of Henan Province or its designated authorities by the 20th day of the first month of each
quarter. When the core tier-one capital adequacy ratio of the Bank drops to 7.5%, pre-
warning is triggered and the Bank shall promptly inform the Finance Department of Henan
Province or its designated authorities of the situation, formulate emergency plans, and
actively take appropriate measures to improve the ability of the Bank to resist risks and
avoid the occurrence of triggering events. The term of the Agreement starts from the
convertible negotiated deposit having been fully deposited into the Bank to the earlier of
(i) the date of completion of the conversion of convertible negotiated deposit, or (ii) the
expiry date of 10 years from the issuance date of the special bonds.

If the share conversion is triggered by relevant conditions, the Zhengzhou Finance Bureau will
enter into a “Capital Injection Agreement” with the Bank and agree on the share conversion
price.

The convertible negotiated deposit can be converted to a maximum of 8,000,000,000 H
Shares of the Bank (taking up approximately 17.96% of the enlarged total share capital of the
Bank), with a par value of RMB1.00 per Share, provided that the conditions for conversion are
satisfied. Based on that and the conversion price of RMB1.00 per Share, the conversion will
not result in a theoretical dilution effect. The Bank has complied with the theoretical dilution
effect requirement in accordance with Rule 7.27B of the Listing Rules at the time of entering
into the Agreement, and will ensure to comply with the theoretical dilution effect requirement
in accordance with Rule 7.27B of the Listing Rules at the time of completion of the convertible
negotiated deposit.
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As of the date of this annual report, the conditions for conversion set out in the Agreement have
not been met, and the Bank has not issued any shares in accordance with the Agreement. For
details about the replenishment of other tier-one capital through the convertible negotiated
deposit business, please refer to the circular of the Bank dated October 5, 2022 and
announcement dated February 6, 2023.

Except for the above, during the Reporting Period, the Bank did not enter into or continue any
other equity linked agreements.

Preference Shares Issuance and Redemption

For the issuance terms, redemption and relevant details of the Offshore Preference Shares,
please refer to section “Changes in Share Capital and Information on Shareholders — 9. Non-
public Issuance of Offshore Preference Shares”.

Bond Issuance

During the Reporting Period, the Bank applied to issue qualified tier 2 capital bonds with the
issuance size of no more than RMB12 billion (inclusive) to replenish the tier 2 capital of the
Bank as considered and approved by the 2023 Second Extraordinary General Meeting of the
Bank.

On August 15, 2023, the Bank publicly issued the 2023 Undated Capital Bonds (the First
Tranche) in the national inter-bank bond market, with an issuance size of RMB10 billion and
issuance price of RMB100, and a coupon rate of 4.6% for the first 5 years, which will be
reset every 5 years, and the issuer shall have conditional redemption right on every dividend
payment date from the fifth year onwards, and the proceeds were used to replenish additional
tier-one capital of the Bank based on the applicable laws and approvals from regulatory
authorities.

2023 ANNUAL REPORT 155



Chapter 9 Report of the Board of Directors

32.

156

On June 9, 2022, the Bank publicly issued special financial bonds for small and micro
enterprises in the national inter-bank bond market, with an issue scale of RMB2.0 billion. The
issuing price was RMB100 with three years to maturity and a coupon rate of 2.9%. The raised
funds will all be used to support small and micro enterprise credit loans and provide financial
services for small and micro enterprises in accordance with applicable laws and the approval
of regulatory authority.

On May 12, 2022, the Bank publicly issued the financial bonds with an issuing size of RMB3.0
billion in the national inter-bank bond market. The issuing price was RMB100 with three years
to maturity and a coupon rate of 2.95%. Based on applicable laws and the approval from the
regulatory authorities, the Bank will use the proceeds of the offering to grant credit facilities
for supporting ecological protection and high-quality development of the Yellow River basin,
including ecological protection, pollution prevention, efficient use of water resources, high-
quality development and cultural tourism.

On June 28, 2021, the Bank publicly issued the financial bonds for small and micro enterprises
with an issuing size of RMB2.0 billion in the national inter-bank bond market. The issuing
price was RMB100 with a coupon rate of 3.48%. The raised funds will all be used to support
small and micro enterprise credit loans and provide financial services for small and micro
enterprises in accordance with applicable laws and the approval of regulatory authority.

For the issuance terms and relevant details of the bonds, please refer to the announcements
made by the Bank on the website of Hong Kong Stock Exchange (www.hkex.com.hk) and the
official website of the Bank (www.zybank.com.cn).

Donations

During the Reporting Period, the Bank made donations in a total amount of RMB1,361,200,

which were mainly used for poverty alleviation and assistance in difficulty of students and
other groups.
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Environmental Policy

During recent years, the Bank has proactively borne social responsibility in relation to
environmental policy. The Bank has sought to proactively develop business in green credit
in line with national economic policy and regulatory trends. The Bank formulated the “Green
Finance Development Strategic Plan of Zhongyuan Bank Co., Ltd.” ( {FRRIRITR KD BR A A
RS RIS EBIREEEI) ) and the “Administrative Measures of Zhongyuan Bank Co., Ltd. for
the Proceeds Raised by Green Financial Bonds” ( (R RIETHRNDER ARG ETRELREESL
SEMYPL) ) and successfully issued green financial bonds and the bonds for ecological
protection and high-quality development of the Yellow River basin.

In addition, the Bank has strictly implemented the management policies after granting of
credit and specialized environmental assessment reporting in relation to some projects to
identify environmental and social risks. At the same time, the Bank has made efforts to push
forward the development of electronic banking, and actively implemented national policies
to save energy costs. For more details of our environmental policy and performance, please
refer to the “Environmental, Social and Governance Report” that the Bank issued after the
annual report.

Consumer Rights Protection

During the Reporting Period, the Bank continuously improved its consumer rights protection
level in respect of organizational structure, policies mechanism, complaint handling, publicity
and training, appraisal and evaluation to ensure consumers’ legitimate rights and interests
under effective protection. Firstly, in terms of system improvement, the Bank formulated and
issued the Administrative Measures for Review on Consumer Rights Protection of Zhongyuan
Bank ((FRIBTHEBERRREEZESEEWL) ) and the Administrative Measures for
Diversified Settlement on Financial Consumption Complaints of Zhongyuan Bank ( {# Rk
TERMBEIRFZ LB EIENE) ) in accordance with the laws, regulations and regulatory
requirements, and in combination with the actual work of the Bank, and established the review
mechanism of consumer rights protection, continued to improve mechanisms, and carried
out the management of the whole-process of pre-sales, sales and after-sales to effectively
prevent the risks and protect the legal rights of the consumers. Secondly, in terms of financial
knowledge education and publicity, the Bank organized and carried out special education
activities such as 3.15 Financial Consumer Rights Day, Popularization of Financial Knowledge
and “propaganda month of financial consumer rights protection education”, constructed the
regular education and publicity mechanism, and focused on the popularization and education
of financial knowledge in key areas and populations. The Bank conducted a total of more than
4,300 activities,reachingmorethan 4,520,000 consumers, distributingmore than 513,000 copies
of publicity materials. Through multi-channel and multi-form to meet the information demands
of financial consumers, the Bank achieved good educational and publicity results. In 2023,
the Bank participated in the 2023 (the Fifth) Henan Financial Knowledge Network Competition.
The Head Office won the “Excellent Organization Award” and “Special Contribution Award”,
Luoyang Branch won the Winner Award, and Xuchang Branch, Zhoukou Branch, Anyang
Branch, Pingdingshan Branch and Shanggiu Branch won the Excellence Award, respectively,
which reflected the high degree of financial professionalism of the Bank’s staff, and played an
active role in promoting the popularization of financial knowledge and the policies of financial
benefit to enterprises in the province. Thirdly, in terms of regulatory rating, the Bank was rated
as an A-level bank in the 2022 People’s Bank on Consumer Protection Assessment. Fourthly,
in terms of complaint management, the Bank earnestly implemented regulatory requirements,
continuously improved the complaint management system, smoothed complaint channels,
publicized the information on complaint channels in business outlets, official website, Online
APP, official WeChat and other channels, and established a bank-wide working mechanism of
complaint acceptance, analysis, handling, feedback, and diversified solutions to ensure that

2023 ANNUAL REPORT 157




Chapter 9 Report of the Board of Directors

35.

36.

37.

38.

158

the entire bank can handle complaints in compliance with laws and regulations. In 2023, the
Bank handled a total of 3,388 complaints from individual customers through various channels,
with 1 complaint per 10,000 in relation to individual customers, mainly involving credit cards,
personal loans and other businesses, mainly in Zhengzhou, Luoyang and other regions.
Fifthly, in terms of consumer protection training, the Bank conducted a total of 75 thematic
trainings on consumer rights protection in 2023, involving a total of more than 20 institutions
in the Head Office and Branches, with a total of 16,612 participants, achieving full coverage
of the institutions and key training personnel to constantly improve the protection awareness
of consumer rights and working level of its employees.

Compliance with Relevant Laws and Regulations

The Bank has adopted internal control measures to monitor ongoing compliance with relevant
laws and regulations, such as the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), the SFO, the Hong Kong Listing Rules and other rules and regulations implemented
in relevant jurisdictions. During the Reporting Period, as far as the Board is concerned, the
Group has complied in material aspects with the relevant laws and regulations that have a
significant impact on the business and operation of the Group. The Bank has continuously
endeavored to comply with all relevant laws and regulations.

Pledge of Significant Assets

During the Reporting Period, the Bank had not pledged any significant assets.
Distributable Reserves

The distributable reserves of the Bank as of December 31, 2023 were RMB3,254 million.
Important Events since the End of the Reporting Period

Since the end of the Reporting Period and until the date of this annual report, there was no
other important event affecting the Bank.
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39. Other Matters

As far as the Board is aware, the Bank has complied in material respects with the relevant
laws and regulations that have a significant impact on the business and operation of the Bank.
In the meantime, the Bank is committed to the long-term sustainability of the environment and
communities in which it operates. Acting in an environmentally responsible manner, the Bank
endeavors to comply with laws and regulations regarding environmental protection and adopt
effective measures to achieve efficient use of resources, energy saving and waste reduction.

As of the date of this report, the Bank was not aware that any Shareholders had waived or
agreed to waive any dividends arrangement.

As of the date of this report, none of the Directors waived or agreed to waive any emoluments
arrangement.

During the Reporting Period, the Bank had no controlling Shareholders or de facto controllers,
and therefore the Bank did not have any controlling shareholder to pledge the Bank’s shares
to provide guarantee for the Bank’s debts or otherwise provide support for the pledge thereof.

The Bank will publish an environmental, social and governance report for the Reporting Period,
as and when appropriate, in compliance with the provisions under the Environmental, Social
and Governance Reporting Guide set out in Appendix C2 to the Hong Kong Listing Rules.

Zhongyuan Bank Co., Ltd.
The Board of Directors

Zhengzhou, China
March 28, 2024
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During the Reporting Period, the Board of Supervisors of the Bank, in accordance with the
requirements of relevant laws and regulations including the Company Law ( {(2&J%) ), the
Commercial Banking Law ( (B %3#R77)%) ), Corporate Governance Guidelines for Banking and
Insurance Institutions ( (ERTTIRER#EE R RAE 2RI) ) and the Guidelines on the Duties of the Board
of Supervisors of Commercial Banks ( (% iR1TEE =2 T{E4E5]) ) and the Articles of Association
of the Bank, focused on the key work of the Bank, and the Board of Supervisors was organized
to conduct in-depth all the supervision work to ensure that the Board of Supervisors operated
regularly, and made it useful to explore in improving the supervision quality and efficiency of the
Board of Supervisors and promoting high-quality development with high-quality supervision.

1. Major Works of the Board of Supervisors

During the Reporting Period, the Board of Supervisors fully participated in various activities of
the Bank’'s “Three Boards and One Layer”. A total of 6 meetings of the Board of Supervisors
were held, at which 84 items were heard and considered; and 8 meetings of the special
committees under the Board of Supervisors were held, including 5 meetings of the Nomination
Committee and 3 meetings of the Supervision Committee, at which 50 items were heard
and considered. The members of the Board of Supervisors attended shareholders’ general
meetings and attended all the on-site meetings of the Board of Directors. Each supervisor
conducted conscientious research and discussion on various proposals and special reports on
important events such as operating results, financial reporting, profit distribution, performance
evaluation, risk management and internal control and compliance, as well as performance
of social responsibilities of the Bank by exerting their professional advantages of being
independent, professional and objective, voiced opinions in an objective and impartial manner
and exercised its voting rights properly, fully performed its responsibilities in supervision and
effectively played the role of supervision at the meeting.

During the Reporting Period, the Board of Supervisors took the initiative to understand the
operation and management of the Bank, supervised the performance of duties by Directors and
senior management personnel, strategy formulation and implementation, financial activities,
risk management and internal control of the Bank by holding regular meetings of the Board of
Supervisors and special committees, attending meetings of the Board of Directors, conducting
special research and special supervision and inspection, off-site monitoring, and conducting
performance assessments of directors and the senior management, and expressed opinions
or suggestions on important events, fully performed its responsibilities in supervision and
effectively played the role of supervision.
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2. INDEPENDENT OPINIONS OF THE BOARD OF SUPERVISORS ON RELEVANT
ISSUES

2.1

2.2

2.3

2.4

2.5

2.6

Operation compliance

During the Reporting Period, the Bank had legitimate operations and standardized
management, with its operating activities in compliance with the relevant provisions of
laws, regulations, and the Articles of Association, all its decision-making procedures
being legitimate and valid. Violations of laws, regulations and the Articles of Association
of the Bank, and acts that otherwise harmed the interests of the Bank and Shareholders
were not found in the duties performance of the Board of Directors and senior management
of the Bank.

Introduction to the financial report

The 2023 financial report of the Bank was audited by KPMG Huazhen LLP and KPMG
engaged by the Board of Directors, which has issued a standard unqualified audit
report; the Board of Supervisors are in the opinion that the preparation of the financial
report and the audit procedure were in compliance with laws, regulations and regulatory
requirements, and its content truly, accurately and completely reflected the financial
conditions and operating results of the Bank.

Related party transactions

During the Reporting Period, the Board of Supervisors supervised the management on the
related party transactions of the Bank and considered that the related party transactions of
the Bank were in compliance with the relevant provisions of national laws and regulations
and the Articles of Association of the Company, and no inside tradings and behaviors that
damage the interests of shareholders and the Bank’s interests were found.

Internal control

During the Reporting Period, the Bank paid great attention to the building of the internal
control system, and no major deficiencies were found in the internal control system or its
implementation.

Implementation of information disclosure

During the Reporting Period, the Bank performed its obligation of information disclosure
in accordance with the requirements of regulatory policies strictly, conscientiously
implemented the management system of information disclosure affairs, disclosed
information in a timely and fair manner, and no false records, misleading statements or
major omissions in the disclosed information were found.

Implementation of resolutions of shareholders’ meetings

During the Reporting Period, the Board of Supervisors organized its members to attend
the general meeting. They had no objections to the contents of reports and proposals
submitted by the Board of Directors of the Bank to the General Meeting, carried out
supervision on the implementation of the General Meeting’s resolutions and considered
that the relevant resolutions of the General Meeting can be duly implemented by the
Board of Directors.
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Use of Proceeds

On August 15, 2023, the Bank publicly issued the 2023 undated capital bonds (the first
tranche) with an issuing size of RMB10 billion in the national inter-bank bond market in the
PRC. The coupon rate is 4.6% with an issuing price of RMB100 during the first five years, and
will be reset every five years. The issuer shall have a conditional redemption right on every
dividend payment date from the fifth year onwards. The proceeds are used to replenish the
Bank’s additional tier-one capital in accordance with applicable laws and approvals by the
regulatory authorities. Please refer to the announcement dated August 15, 2023 of the Bank
for details.

As of the end of the Reporting Period, the Bank has entered into the convertible negotiated
deposit agreement (the “Agreement”) with Zhengzhou Finance Bureau as designated by
Finance Department of Henan Province, and has received RMBS8 billion from Zhengzhou
Finance Bureau in the form of convertible negotiated deposit, which has been fully used to
replenish other tier-one capital. For details, please refer to the announcement of the Bank
dated on February 6, 2023.

On June 9, 2022, the Bank publicly issued special financial bonds for small and micro
enterprises in the national inter-bank bond market, with an issuance size of RMB2.0 billion,
an issue price of RMB100, a term of three years, and a coupon rate of 2.9%. The raised funds
have been fully used to support small and micro enterprise credit loans and provide financial
services for small and micro enterprises in accordance with applicable laws and the approval
of the regulatory authorities. Please refer to the announcement of the Bank dated June 9, 2022
for details.

On May 12, 2022, the Bank publicly issued financial bonds in the national inter-bank bond
market, with an issuance size of RMBS3 billion, an issue price of RMB100, a term of three years,
and a coupon rate of 2.95%. The raised funds will be used to support the ecological protection
and high-quality development of the Yellow River Basin in accordance with applicable laws and
the approval of the regulatory authorities, including credit supply in areas such as ecological
protection, pollution prevention, efficient use of water resources, high-quality development,
and cultural tourism. Please refer to the announcement of the Bank dated May 12, 2022 for
details.

On May 10, 2022, the Bank issued 3,150,000,000 new H Shares, the total gross proceeds
raised from the H Share Placement were approximately HK$5,670 million and the net proceeds
(after deducting any commission and relevant expenses) from the H Share Placement were
approximately HK$5,667 million. The net proceeds from the H Share Placement have been
entirely used to replenish core tier-one capital of the Bank. Please refer to the announcement
of the Bank dated May 10, 2022 for details.

On June 28, 2021, the Bank issued the special financial bonds for small and micro enterprises
publicly with an issuing size of RMB2.0 billion in the national inter-bank bond market in the
PRC. The special financial bonds have a coupon rate of 3.48% with an issuing price of
RMB100. Based on applicable laws and the approval of the regulatory authorities, the Bank
has fully used the proceeds raised thereof to grant credit loans for supporting small and micro
enterprises, and providing financial services to small and micro enterprises.
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Profits and Dividends

The profits and financial position of the Bank for 2023 are set out in the annual financial
statements of this annual report.

As approved at the Board meeting of the Bank on March 28, 2024, it is proposed that no
final dividend for 2023 be declared to all Shareholders. Such proposal for no distribution of
dividend will be subject to Shareholders’ approval at the Bank’s forthcoming 2023 annual
general meeting.

Material Connected Transactions

During the Reporting Period, there is no other matter constituting a material connected
transaction of the Bank.

Material Litigations and Arbitrations

As at the end of the Reporting Period, the disputed amounts involved in the outstanding
litigations cases in which the Bank was the defendant were RMB1,481.79 million and HK$27.29
million.

Material litigations during the Reporting Period

1. Two contract disputes of Jiaozuo Branch of Zhongyuan Bank

The plaintiff of the case required the Jiaozuo Branch of Zhongyuan Bank to pay for the
loss of the relending funds and the expenses for using funds and the amount of the two
cases is RMB25.98 million and RMB28.35 million respectively as the customer of the
former Jiaozuo Bank of China Travel Service used the emergency relending funds to
repay the loan in the former Jiaozuo Bank of China Travel Service, and that the customer
failed to repay the emergency relending funds in full on time due to the lack of supervision
after the former Jiaozuo Bank of China Travel Service renewed the loan and resulted in its
loss. No judgement has yet been reached in the first instance.
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Dispute in relation to stock pledge guarantee of Zhongyuan Bank

The plaintiff of the case filed a lawsuit against Zhongyuan Bank as the defendant,
requesting a denial of the validity of the guarantee contract and return of the proceeds
from the disposal of the equity interest, due to the dispute arising from the disposal by
the Bank of its pledged shares. The total amount is approximately HK$27.29 million. The
case has been filed in the Hong Kong High Court and has not yet been decided.

Property damages dispute of Jiaozuo Branch of Zhongyuan Bank

The plaintiff of the case incurred losses in the criminal case involving bill fraud and
believed that the former Jiaozuo Bank of China Travel Service were at fault and
should jointly compensate for the principal and corresponding interest losses totaling
approximately RMB1,170.00 million with other defendants. On November 29, 2022,
Zhengzhou Intermediate People’s Court, Henan, P.R. China has rejected the plaintiff’s
claim at the first instance, and the Bank won the lawsuit. The case has been heard in
the second instance of Henan High People’s Court, Henan, P.R. China, and currently is
pending for judgment of second instance.

Property damages dispute of Puyang branch of Zhongyuan Bank

The plaintiff of the case requested Puyang branch of Zhongyuan Bank to compensate the
losses of totaling approximately RMB12.41 million due to the fact that Puyang branch of
Zhongyuan Bank privately disposed of its collateral. The case currently is pending for
judgment of first instance.

Dispute in relation to debt transfer of Zhumadian branch of Zhongyuan Bank

The plaintiff of the case requested Zhumadian branch of Zhongyuan Bank to terminate
debt transfer agreement and repay the transfer price of totaling approximately RMB10.66
million due to the fact that Zhumadian branch of Zhongyuan Bank concealed the true
circumstance of the transfer of its debt. As of the date of this annual report, the Bank won
the first instance trial and the case was closed.

Litigation against Lushi Zhongyuan County Bank in relation to alleged lending and
borrowing

The plaintiff of the case filed a lawsuit against the Lushi Zhongyuan County Bank as
defendant for alleged lending and borrowing, requesting Lushi Zhongyuan County Bank
to repay the principal and interest of the borrowing of approximately RMB45.50 million.
After the Henan High People’s Court, Henan, P.R. China rejected the plaintiff's claim in
the second judgement, the plaintiff applied to the Supreme People’s Court for a retrial,
and the Supreme People's Court, Henan, P.R. China ruled and directed the Henan High
People’s Court to hear the case. Henan High People’s Court, Henan, P.R. China rejected
the plaintiff's claim in the second instance, and the Lushi Zhongyuan County Bank won
the suit. The plaintiff filed an application for retrial, which is under review by the Supreme
People’s Court.

Penalties for Directors, Supervisors and Senior Management

Duringthe Reporting Period, none of the Bank, its Directors, Supervisors and senior management
had been subject to any material administrative penalty by the regulatory authorities.
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Performance of Commitments by the Bank and Shareholders with 5% or more of
Shares

The Bank’s major Shareholders, their related parties and persons acting in concert have
issued to the Bank a statement on the conditions and requirements for investment in the Bank,
a statement on the equity relationship, a statement on the tax situation, a statement on the
purpose of the shareholding and the source of funds, a statement on non-occurrence of non -
compliance related party transactions, a statement on non-significant violations, a statement
on the authenticity of materials, a statement on compliance holdings, and a statement on equity
status and shareholder performance. They have also made commitments on compliance with
laws and regulations, the Bank’s Articles of Association and other relevant provisions, legal
exercise of rights and performance of obligations and other matters.

Implementation of Share Schemes during the Reporting Period

During the Reporting Period, the Bank had not implemented any share schemes.

Material Contracts and their Performance

No material contracts (including the provision of relevant services) in relation to the Bank’s
business to which the Bank or its subsidiaries was a party and in which any of the Directors,
Supervisors or members of its management had a material interest, whether directly or

indirectly, subsisted at any time during Reporting Period.

Significant Investment, Material Acquisitions and Disposals of Assets and
Business Mergers

During the Reporting Period, the Bank had no significant investments, material acquisitions
and disposals of assets and business mergers.
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Replenishment of Other Tier-one Capital through a Convertible Negotiated
Deposit

In order to actively implement the government’s special debt policy of RMB8.0 billion, enhance
the Bank’s capital strength and risk resistance level, the Bank carried out the convertible
negotiated deposit business to replenish its other tier-one capital. The extraordinary general
meeting, the domestic shareholders’ class meeting and an extraordinary H shareholders’
class meeting held by the Bank on November 11, 2022 reviewed and approved the Bank’s
replenishment of other tier-one capital through a convertible negotiated deposit. The Bank
has entered into convertible negotiated deposit agreement (the “Agreement”) with Zhengzhou
Finance Bureau, an authority designated by the Finance Department of Henan Province, under
which special bonds of RMB8.0 billion undertaken through a convertible negotiated deposit
by the Bank were all used to replenish the Bank’s other tier-one capital.

The parties agreed that the conversion of the convertible negotiated deposit into ordinary
Shares of the Bank should satisfy the following conditions at the same time:

(1) the core tier-one capital adequacy ratio of the Bank is lower than 5.125%;

(2) Zhengzhou Finance Bureau reported to the Finance Department of Henan Province for
approval; and

(3) the class and number of the converted ordinary Shares and the shareholding structure
of the Bank after the conversion should satisfy the specific requirements of the Hong
Kong Stock Exchange for the Minimum Public Float, otherwise the conversion shall be
terminated.

If the above conditions are satisfied, all or part of the convertible negotiated deposit placed
in the Bank by Zhengzhou Finance Bureau will be converted into the Shares of the Bank. Their
shareholding ratios will be determined based on the conversion price standards set out in the
Agreement. When the core tier-one capital adequacy ratio of the Bank is lower than 5.125%
while the above conditions (2) and (3) are not satisfied, Zhengzhou Finance Bureau shall not
convert the Shares in a mandatory manner.

The convertible negotiated deposit can be converted into a maximum of 8,000,000,000 H
Shares of the Bank (taking up approximately 17.96% of the enlarged total share capital of the
Bank), with a par value of RMB1.00 per Share, provided that the conditions for conversion
are satisfied. Based on that and the conversion price of RMB1.00 per Share, the conversion
will not result in a theoretical dilution effect. The Bank has complied with the theoretical
dilution effect requirement in accordance with Rule 7.27B of the Listing Rules at the time of
entering into the Agreement and will also ensure to comply with the theoretical dilution effect
requirement in accordance with Rule 7.27B of the Listing Rules at the time of completion of
the convertible negotiated deposit.

As of the date of this annual report, the conditions for conversion set out in the Agreement
were not satisfied, and the Bank has not issued any shares in accordance with the Agreement.
Please refer to the Bank’s circular dated October 5, 2022 and announcement dated February
6, 2023 for details on supplementing other tier-one capital with convertible negotiated deposit.
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Profit Distribution during the Reporting Period

During the Reporting Period, with the approval of the meeting of the Board of Directors of the
Bank on March 31, 2023, it was recommended not to distribute the 2022 final dividend to all
Shareholders. Such resolution of no dividend distribution were approved by the Bank at the
2022 annual general meeting held on June 16, 2023.

Audit Review
The financial statements for 2023 prepared by the Bank according to the IFRSs have been
audited by KPMG, and the auditor’s report was unqualified. The 2023 Annual Report of the

Bank has been reviewed and approved by the Audit Committee of the Board and the Board of
Directors of the Bank.
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Independent auditor’s report to the shareholders of Zhongyuan Bank Co., Ltd.
(A joint stock company incorporated in the People’s Republic of China with limited liability)

Opinion

We have audited the consolidated financial statements of Zhongyuan Bank Co., Ltd. (the “Bank”)
and its subsidiaries (together, the “Group”) set out on pages 177 to 313, which comprise the
consolidated statement of financial position as at December 31, 2023, the consolidated statement
of profit or loss and other comprehensive income, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then ended and notes, comprising material
accounting policy information and other explanatory information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at December 31, 2023 and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (“IFRSs”) issued by the International Accounting Standards Board (“IASB”)
and have been properly prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA"). Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of the Group in accordance with
the HKICPA's Code of Ethics for Professional Accountants (“the Code”) together with any ethical
requirements that are relevant to our audit of the consolidated financial statements in the People’s
Republic of China, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the consolidated financial statements for the current period. These matters were

addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.
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Key audit matters (Continued)

Loss allowances of loans and financial investments measured at amortized cost

Refer to note 20 and 21 to the consolidated financial statements and the accounting policies in

note 2(9)(ii).

The key audit matter

How the matter was addressed in our audit

The determination of loss allowances
using the expected credit loss model is
subject to a number of key parameters
and assumptions, including the
identification of loss stages, estimates
of probability of default, loss given
default, exposures at default and
discount rate, adjustments for
forward-looking information and other
adjustment factors. Management
judgment is involved in the selection of
those parameters and the application
of the assumptions.

In  particular, the determination
of the loss allowances is heavily
dependent on the external macro
environment and the Group’s internal
credit risk management strategy. The
expected credit losses for corporate
loans and financial investments are
derived from estimates including the
historical losses, internal and external
credit grading and other adjustment
factors. The expected credit losses
for personal loans are derived from
estimates whereby management takes
into consideration historical overdue
data, the historical loss experience for
personal loans and other adjustment
factors.

Our audit procedures to assess loss allowances of
loans and financial investments measured at amortized
cost included the following:

understanding and assessing the design,
implementation and operating effectiveness of
key internal controls of financial reporting over the
approval, recording and monitoring of loans and
financial investments measured at amortized cost,
the credit grading process and the measurement
of provisions for impairment;

assessing the reliability of the expected credit
loss model used by management in determining
loss allowances, including assessing the
appropriateness of the key parameters and
assumptions in the expected credit loss model,
including the identification of loss stages,
probability of default, loss given default, exposure
at default, discount rate, adjustments for forward-
looking information and other management
adjustments;
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Key audit matters (Continued)

Loss allowances of loans and financial investments measured at amortized cost (Continued)

note 2(9)(ii). (Continued)

Refer to note 20 and 21 to the consolidated financial statements and the accounting policies in

The key audit matter

How the matter was addressed in our audit

Management also exercises judgement
in determining the quantum of loss
given default based on a range of
factors. These include available
remedies for recovery, the financial
situation of the borrower, the
recoverable amount of collateral, the
seniority of the claim and the existence
and cooperativeness of other creditors.
The enforceability, timing and means of
realisation of collateral can also have
an impact on the recoverable amount
of collateral and, therefore, the amount
of loss allowances as at the end of the
reporting period.

We identified the impairment of loans
and advances to customers and
financial investments measured at
amortized cost as a key audit matter
because of the inherent uncertainty
and management judgment involved
and because of its significance to the
financial results and capital of the
Group.

assessing the completeness and accuracy of data
used for the key parameters in the expected credit
loss model. For key parameters derived from
internal data relating to original loan agreements,
we compared the total balance of the loan and
financial investment list used by management to
assess the allowances for impairment with the
general ledger, selecting samples and comparing
individual loan and investment information with
the underlying agreements and other related
documentation to assess the accuracy amounts
and related information of the loan and investment.
For key parameters derived from external data, we
selected samples to inspect the accuracy of such
data by comparing them with public resources;

for key parameters involving judgement, critically
assessing input parameters. As part of these
procedures, we challenged management’s
revisions to estimates and input parameters
compared with prior period and considered the
consistency of judgement.

comparing the forward-looking economic factors
used in the models to market information to
assess whether they were aligned with market
and economic development;
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Key audit matters (Continued)

Loss allowances of loans and financial investments measured at amortized cost (Continued)

note 2(9)(ii). (Continued)

Refer to note 20 and 21 to the consolidated financial statements and the accounting policies in

The key audit matter

How the matter was addressed in our audit

for key parameters used in the expected credit
loss model which were derived from system-
generated internal data, assessing the accuracy
of input data by comparing the input data with
original documents on a sample basis. In addition,
we involved our IT specialists to assess the logics
and compilation of the overdue information of
corporate customers for selected samples;

evaluating the validity of management’s
assessment on whether the credit risk of the loan
has, or has not, increased significantly since
initial recognition and whether the loan is credit-
impaired by selecting samples in industries more
vulnerable to the current economic situation
and checking the loan overdue information,
making enquiries of the credit managers about
the borrowers’ business operations, checking
borrowers’ financial information and researching
market information about borrowers’ businesses;

for selected samples of loans and advances to
customers and financial investments measured
at amortized cost that are credit-impaired,
evaluating management’'s assessment of the value
of any property collateral held by comparison
with market prices based on the location and use
of the property and the prices of neighbouring
properties. We also evaluated the timing and
means of realisation of collateral, evaluated the
forecast cash flows, challenged the viability of the
Group’s recovery plans and evaluated other credit
enhancements that are integral to the contract
terms; and

assessing the reasonableness of the disclosures
on impairment of loans and financial investments
measured at amortized cost against prevailing
accounting standards.
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Key audit matters (Continued)

Fair value of financial instruments

2(9)(iv).

Refer to note 46 to the consolidated financial statements and the accounting policies in note

The key audit matter

How the matter was addressed in our audit

Financial instruments carried at fair
value account for a significant part
of the Group’s assets. The effect of
fair value adjustments of financial
instruments may impact either the profit
or loss or other comprehensive income.

The valuation of the Group’s financial
instruments, carried at fair value, is
based on a combination of market
data and valuation models which
often require a considerable number
of inputs. Many of these inputs are
obtained from active market readily
available data. For level 1 and level 2
financial instruments in the fair value
hierarchy, the valuation techniques use
quoted market prices and observable
inputs, respectively. As in the case of
level 3 financial instruments measured
at fair value, where such observable
data is not readily available, estimates
need to be developed which caninvolve
extensive management judgment.

The Group has developed its own
models to value certain financial
instruments, which also involve

significant management judgement.

Global economic uncertainty influenced
movements in market rates including
interest rates and foreign exchange
rates. Increased market volatility
resulted in greater ranges of values
in management’s assessment of the
valuation of financial instruments held.

We identified assessing the fair value
of financial instruments as a key audit
matter because of the degree of
complexity involved in valuing certain
financial instruments and because of
the degree of judgement exercised by
management in determining the inputs

used in the valuation models.

QOur audit procedures to assess the fair value of
financial instruments included the following:

understanding and assessing the design,
implementation and operating effectiveness of key
internal controls over the valuation, independent
price verification, front office and back office
reconciliations and model approval for financial
instruments;

involving our internal valuation specialists to
assist us in performing independent valuations,
on a sample basis, of financial instruments
and comparing our valuations with the Group's
valuations. Our procedures included comparing
the valuation models of the Group with our valuation
methods, and developing parallel models to
value the financial instruments, obtaining and
verifying the inputs independently, assessing the
appropriateness of the inputs applied;

assessing the reasonableness of the disclosures
in the consolidated financial statements in relation
to fair value of financial instruments against
prevailing accounting standards.
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Key audit matters (Continued)

Consolidation of structured entities

Refer to note 40 to the consolidated financial statements and the accounting policies in note

2(4).

The key audit matter

How the matter was addressed in our audit

Structured entities are generally
created to achieve a narrow and well
defined objective with restrictions
around their ongoing activities. The
Group may acquire or retain an
ownership interest in, or act as a
sponsor to a structured entity through
issuing a wealth management product,
or act as an investor to a structured
entity through investing in an asset
management plan, a trust plan or an
asset-backed security.

In determining whether a structured
entity is required to be consolidated by
the Group, management is required to
consider the power the Group is able
to exercise over the activities of the
entity and the Group’s exposure to and
ability to influence its own returns from
the entity. In certain circumstances the
Group may be required to consolidate
a structured entity even though it has
no equity interest therein.

We identified the consolidation of
structured entities as a key audit
matter because it involves significant
management judgement to determine
whether a structured entity is required
to be consolidated by the Group
or not and because the impact of
consolidating a structured entity on
the consolidated statement of financial
position and relevant regulatory capital
requirements could be significant.

Our audit procedures to assess the consolidation of
structured entities included the following:

making enquiries of management and inspecting
documents relating to the judgement process
over whether a structured entity is consolidated
or not to assess whether the Group has a robust
process in this regard;

selecting significant structured entities of each
key product type and performing the following
procedures for each entity selected:

— inspecting the related contracts, internal
establishment documents and information
disclosed to the investors to understand
the purpose of the establishment of the
structured entity and the involvement the
Group has with the structured entity and
to assess management’'s judgement over
whether the Group has the ability to exercise
power over the structured entity;

— reviewing the risk and reward structure of the
structured entity to assess management’s
judgement as to exposure, or rights, to
variable returns from the Group’s involvement
in such an entity;

— reviewing management’'s analyses of the
structured entity to assess management’s

judgement over the Group’s ability to
influence its own returns from the structured
entity;

— assessing management’s judgement over
whether the structured entity should be
consolidated or not;

assessing the reasonableness of the disclosures
in the consolidated financial statements in
relation to structured entities against prevailing

accounting standards.

2023 ANNUAL REPORT 173



Chapter 12 Independent Auditor’s Report

Information other than the consolidated financial statements and our auditor’s report
thereon

The directors are responsible for the other information. The other information comprises the
information included in the annual report but does not include the consolidated financial statements
and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated financial statements

The directors are responsible for the preparation of the consolidated financial statements that give
a true and fair view in accordance with IFRSs issued by the IASB and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the
Group's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The directors are assisted by the Audit Committee in discharging their responsibilities for overseeing
the Group's financial reporting process.
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Chapter 12 Independent Auditor’s Report

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. This report is made solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with HKSAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control.

e FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the Group’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’'s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.
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Chapter 12 Independent Auditor’s Report

Auditor’s responsibilities for the audit of the consolidated financial statements
(Continued)

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence and, where applicable,
actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits
of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Leung Tat
Ming.

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

March 28, 2024
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Consolidated statement of profit or loss and other comprehensive income

for the year ended December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

Note 2022

Interest income
Interest expense

50,705,059
(28,442,052)

43,614,018
(22,337,759)

Net interest income 4 22,263,007 21,276,259
Fee and commission income 2,680,630 2,779,444
Fee and commission expense (1,362,110) (996,370)
Net fee and commission income 5 1,318,520 1,783,074
Net trading gains 6 312,146 957,659
Net gains arising from investment securities 7 1,892,213 1,449,387
Other operating income 8 397,532 144,818
Operating income 26,183,418 25,611,197
Operating expenses 9 (10,861,789) (10,278,008)
Impairment losses on assets 12 (12,559,781) (11,189,527)
Share of gains of joint venture 23 195,241 164,075
Profit before tax 2,957,089 4,307,737
Income tax 13 249,238 (482,615)
Net profit for the year 3,206,327 3,825,122
Net profit attributable to:
Equity shareholders of the Bank 3,220,966 3,650,171
Non-controlling interests (14,639) 174,951
3,206,327 3,825,122
Basic and diluted earnings per share (in RMB) 14 0.07 0.10

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated statement of profit or loss and other comprehensive income

for the year ended December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

Note 2022

Net profit for the year 3,206,327 3,825,122

Other comprehensive income

Other comprehensive income net of tax attributable to equity
shareholders of the Bank

Items that may be reclassified subsequently to profit or loss:
- Financial assets at fair value through other comprehensive income:

net movement in the fair value reserve 37(d)(i) 533,537 262,648
— Financial assets at fair value through other comprehensive income:
net movement in impairment losses 37(d)(ii) 313,350 (565,741)
Items that will not be reclassified subsequently to profit or loss:
— Remeasurement of net defined benefit liability 37(d)(iii) (19,421) (21,573)

Other comprehensive income net of tax attributable to

non-controlling interests 9,693 1,123
Other comprehensive income, net of tax 837,159 (3283,543)
Total comprehensive income 4,043,486 3,501,579

Total comprehensive income attributable to:

Equity shareholders of the Bank 4,048,432 3,325,505
Non-controlling interests (4,946) 176,074
4,043,486 3,501,579

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated statement of financial position
as at December 31, 2023

(Expressed in thousands of Renminbi, unless otherwise stated)

Note 2022

Assets
Cash and deposits with the central bank 15 67,033,080 77,587,949
Deposits with banks and other financial institutions 16 16,712,507 21,186,979
Placements with banks and other financial institutions 17 35,591,827 30,768,528
Derivative financial assets 18 33,450 93,255
Financial assets held under resale agreements 19 56,302,673 65,217,612
Loans and advances to customers 20 689,869,369 666,892,425
Financial investments: 21

Financial investments at fair value through profit or loss 61,148,133 35,752,312

Financial investments at fair value through

other comprehensive income 77,296,226 94,427,751

Financial investments at amortised cost 248,396,468 243,257,466
Lease receivables 22 65,327,514 60,314,068
Interest in joint venture 23 1,542,548 1,347,307
Property and equipment 24 7,750,183 8,232,995
Deferred tax assets 25 10,797,078 10,205,981
Goodwill 26 1,982,050 1,982,050
Other assets 27 6,663,391 9,469,804
Total assets 1,346,446,497 1,326,736,482
Liabilities and equity
Liabilities
Borrowing from the central bank 29 68,055,912 42,660,996
Deposits from banks and other financial institutions 30 38,703,963 30,116,036
Placements from banks and other financial institutions 31 64,482,788 51,806,431
Derivative financial liabilities 18 335,589 562,679
Financial assets sold under repurchase agreements 32 73,121,287 101,706,083
Deposits from customers B8] 859,783,781 845,257,154
Income tax payable 130,303 81,078
Debt securities issued 34 131,990,578 145,158,732
Other liabilities &5 12,954,125 15,752,749

Total liabilities

1,249,558,326

1,233,101,938

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated statement of financial position

as at December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

Note 2022

Equity

Share capital 36 36,549,823 36,549,823
Other equity instruments 39 13,998,937 13,632,510
Reserves 37 39,524,179 35,962,840
Retained earnings 38 2,431,639 3,083,265
Total equity attributable to equity shareholders of the Bank 92,504,578 89,228,438
Non-controlling interests 4,383,593 4,406,106
Total equity 96,888,171 93,634,544
Total liabilities and equity 1,346,446,497 1,326,736,482

Approved and authorised for issue by the board of directors on March 28, 2024.

Guo Hao Liu Kai

Chairman of the Board of Directors President

Executive Director Executive Director

Wang Le Tong Qi Zhongyuan Bank Co., Ltd.
President Assistant in charge of General Manager of the (Company chop)
accounting affairs Financial and Accounting Department

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated statement of changes in equity

for the year ended December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

Note

Share
capital

Attributable to equity shareholders of the Bank

Other equity
instruments

Capital
reserve

Surplus
reserve

General
reserve

Other
reserves

Non-
controlling
interests

Retained

earnings  Subtotal

Balance at January 1, 2023 36,549,823 13,632,510 19,345,395 2,804,300 13,793,926 19,219 3,083,265 89,228,438 4,406,106 93,634,544
Changes in equity for the year:
Net profit for the year - - - - - - 3,220,966 3,220,966 (14,639) 3,206,327
Other comprehensive income - - - - - 827,466 - 827,466 9,693 837,159
Total comprehensive income - - - - - 827,466 3,220,966 4,048,432 (4,946) 4,043,486
Issuance of perpetual bond 39 - 9,999,217 - - - - - 9,999,217 - 9,999,217
Redemption of offshore

preference shares 39 - (9,632,790)  (323,356) - - - - (9,956,146) - (9,956,146)
Appropriation to surplus reserve 38 - - - 303,511 - - (303,511) - - -
Appropriation to general reserve 38 = = = - 2,753,718 - (2,753,718) = = =
Cash dividends on common

shares - - - - - - - - (17,567) (17,567)
Cash dividends on preference

shares 38 - - - - - - (623,363) (628,363) - (623,363)
Cash interests on perpetual bond 38 - - - - - - (192,000) (192,000) - (192,000)
Balance at December 31, 2023 36,549,823 13,998,937 19,022,039 3,107,811 16,547,644 846,685 2,431,639 92,504,578 4,383,593 96,888,171

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated statement of changes in equity

for the year ended December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

Attributable to equity shareholders of the Bank

Non-
Share  Other equity Capital Surplus General Other  Retained controlling
Note capital  instruments reserve reserve reserve  reserves  earnings  Subtotal interests Total

Balance at January 1, 2022 20,075,000 9,632,791 14,317,981 2424709 9,705,709 343,885 4,710,067 61,210,142 1,169,490 62,379,632
Changes in equity for the year:
Net profit for the year - - - - - - 3,650,171 3,650,171 174951 3,825,122
Other comprehensive income - - - - (324,666) - (324,666) 1,123 (323,543)
Total comprehensive income - - - - - (324,666) 3,650,171 3,325,505 176,074 3,501,579
Issuance of H shares 36 3,150,000 - 1,696,208 - - - - 4,846,208 - 4,846,208
Issuance of shares for merger by

absorption 36 13,324,823 - 3,331,206 - - - - 16,656,029 - 16,656,029
Arising from merger by absorption  39(b) 3,999,719 - - - - - 3999719 2,907,689 6,907,378
Acquisition of subsidiary - - - - - - - - 236,086 236,086
Appropriation to surplus reserve 38 - - 379,591 - - (379,591) - - -
Appropriation to general reserve 38 - - - - 4088217 - (4,088,217) - - -
Cash dividends on common

shares - - - - - - - - (83,203) (83,208)
Cash dividends on preference

shares 38 - - - - - - (617,165) (617,165) - (617,165)
Cash interests on perpetual bond 38 - - - - - (192,000) (192,000 - (192,000)
Balance at December 31, 2022 36,549,823 13,632,510 19,345,395 2,804,300 13,793,926 19,219 3,083,265 89,228,438 4,406,106 93,634,544

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated cash flow statement

for the year ended December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

Cash flows from operating activities

2022

Profit before tax 2,957,089 4,307,737
Adjustments for:
— Impairment losses on assets 12,559,781 11,189,527
— Depreciation and amortization 1,700,967 1,428,068
— Depreciation of investment properties 3,189 2,207
— Unrealized foreign exchange losses (398,489) (2,1883,825)
— Net (gains)/losses on disposal of property and equipment (35,775) 84,402
— Net trading (gains)/losses (27,880) 149,416
— Net (gains)/losses arising from changes fair value of derivatives (167,284) 469,936
— Net gains on disposal of investment securities (1,892,213) (1,449,387)
— Share of gains of joint venture (195,241) (164,075)
— Interest expense on debts securities issued 3,718,673 3,188,237
— Interest expense on lease liabilities 33,145 57,416
18,255,962 17,079,659
Changes in operating assets
Net decrease in deposits with the central bank 405,753 3,703,074
Net (increase)/decrease in deposits and placements with banks and
other financial institutions (6,320,170) 4,085,926
Net (increase)/decrease decrease in financial assets held for trading (2,743,797) 4,806,174
Net increase in loans and advances to customers (25,331,241) (67,136,887)
Net increase in lease receivables (5,798,381) (3,058,304)
Net decrease in other operating assets 255,782 13,135,716

(39,532,054)

(44,464,301)

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated cash flow statement

for the year ended December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

2022

Cash flows from operating activities (Continued)
Changes in operating liabilities

Net increase/(decrease) in borrowing from the central bank 25,248,374 (15,593,636)
Net increase/(decrease) in deposits from banks and other financial institutions 8,555,588 (2,146,074)
Net increase/(decrease) in placements from banks and other financial institutions 12,500,535 (321,193)
Net (decrease)/increase in financial assets sold under repurchase agreements (28,573,883) 67,662,664
Net increase in deposits from customers 10,201,599 30,821,190
Net increase in other operating liabilities 1,841,579 3,274,112

29,773,792 83,697,063

Net cash flows generated from operating activities before

income tax paid 8,497,700 56,312,421
Income tax paid (249,767) (1,168,944)
Net cash flows generated from operating activities 8,247,933 55,143,477

Cash flows from investing activities

Cash and cash equivalents from merger by absorption - 24,947,128
Cash and cash equivalents from acquisition of subsidiary - 518,928
Proceeds from disposal and redemption of investments 297,750,202 296,152,418
Proceeds from disposal of property and equipment,

intangible assets and other assets 94,170 54,023

Payments on acquisition of investments

Payments on acquisition of property and equipment,
intangible assets and other assets

(312,057,885)

(843,117)

(345,202,977)

(974,666)

Net cash flows used in investing activities

(15,056,630)

(24,505,146)

The notes on pages 186 to 313 form part of these financial statements.
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Consolidated cash flow statement

for the year ended December 31, 2023
(Expressed in thousands of Renminbi, unless otherwise stated)

Note 2022

Cash flows from financing activities

Proceeds from issued shares - 4,846,208
Proceeds from redemption of offshore preference shares (9,956,146) -
Proceeds from issued perpetual bond 9,999,217 -
Proceeds from issued debt securities 252,090,860 242,228,105
Repayment of debts securities issued (265,077,664) (220,283,385)
Interest paid on debts securities issued (3,900,023) (3,267,764)
Dividends paid (830,530) (936,949)
Capital element of lease liabilities paid (395,795) (354,781)
Interest element of lease liabilities paid (38,628) (49,190)
Net cash flows (used)/generated from financing activities (18,108,709) 22,182,244

Effect of foreign exchange rate changes on

__cashandcash equivalents o ... 1180702
Net (decrease)/increase in cash and cash equivalents 42(a) (24,699,380) 54,001,279
Cash and cash equivalents as at January 1 125,893,084 71,891,805
Cash and cash equivalents as at December 31 42(b) 101,193,704 125,893,084
Interest received 50,214,193 43,462,808
Interest paid (excluding interest expense on debts securities issued) (20,054,562) (16,553,399)

The notes on pages 186 to 313 form part of these financial statements.
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Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

186

Background information

The Bank was established in Zhengzhou, Henan Province, the People’s Republic of China
(the “PRC”) on December 23, 2014 with the approval of the former China Banking Regulatory
Commission (the former “CBRC”). Prior to its establishment, the banking business (the
“Business”) was carried out by thirteen city commercial banks (the “Predecessor Entities”),
each being located in Henan Province.

Pursuant to the reorganization initiated by the People’s Government of Henan Province (the
“Henan Government”), the Bank was established through the merger and reorganization of the
Predecessor Entities.

The Bank obtained its financial institution license No. B0615H241010001 from the former
CBRC, and obtained its business license with unified social credit code 9141000031741675X6
from the State Administration for Industry and Commerce of the PRC. The Bank is regulated by
National Financial Regulatory Administration authorized by the State Council.

In July 2017, the Bank’'s H-shares were listed on the Main Board of the Stock Exchange of
Hong Kong Limited (Stock code: 01216).

On May 25, 2022, the Bank received the approval for the merger by absorption of Bank of
Luoyang Co., Ltd. (“Bank of Luoyang”), Bank of Pingdingshan Co., Ltd. (“Bank of Pingdingshan”)
and Bank of Jiaozuo China Travel Service Co., Ltd. (“Bank of JZCTS”) from the former CBIRC
and completed the merger by absorption.

The principal activities of the Bank and its subsidiaries (collectively referred to as the “Group”)
are the provision of corporate and personal deposits, loans and advances, settlement,
financial market business, financial leasing and other financial services as approved by the
former CBRC.

Material accounting policies
(1) Statement of compliance

These financial statements have been prepared in accordance with all applicable
International Financial Reporting Standards (the “IFRSs”), which collective term includes all
applicableindividual International Financial Reporting Standards, International Accounting
Standards and Interpretations issued by the International Accounting Standards Board
(the “IASB”) and the disclosure requirement of the Hong Kong Companies Ordinance.
These financial statements also comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.
Material accounting policies adopted by the Group are disclosed below.

The IASB has issued certain new and revised |IFRSs that are first effective or available
for early adoption for the current accounting period of the Group. Note 2(3) provides
information on any changes in accounting policies resulting from initial application of
these developments to the extent that they are relevant to the Group for the current and
prior accounting periods reflected in these financial statements.
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Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

2 Material accounting policies (Continued)

(2)

(3)

Basis of preparation of the financial statements

The consolidated financial statements for the year ended December 31, 2023 comprise
the Bank and its subsidiaries and the Group’s interest in a joint venture.

The preparation of financial statements in conformity with IFRSs requires management
to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets, liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgements about the carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognized in the period in which the estimate is revised if
the revision affects only that period, or in the period of the revision and future years if the
revision affects both current and future years.

Judgments made by management in the application of IFRSs that have a significant effect
on the financial statements and major sources of estimation uncertainty are discussed in
Note 2(28).

The measurement basis used in the preparation of the financial statements is the
historical basis, except that the financial instruments classified as fair value through
other comprehensive income (FVOCI) or at fair value through profit or loss (FVTPL)
and derivative financial instruments (see Note 2(9)(iii)) are stated at their fair value as
explained in the accounting policies.

The financial statements are presented in Renminbi (“RMB”), rounded to the nearest
thousand, which is the functional currency of the Group.

Changes in accounting policies

The IASB has issued a number of amendments to IFRSs that are first effective for the
current accounting period of the Group. The principal effects of new and revised IFRSs
(including International Accounting Standards (“IASs”)) are as follows:

Amendments to IAS 8, Accounting policies, changes in accounting estimates and
errors: Definition of accounting estimates

The amendments provide further guidance on the distinction between changes in
accounting policies and changes in accounting estimates.

The adoption will not have any material impact on the financial position and the financial
result of the Group.
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Material accounting policies (Continued)

(3) Changes in accounting policies (Continued)

Amendments to IAS 1, Presentation of financial statements and IFRS Practice
Statement 2, Making materiality judgements: Disclosure of accounting policies

The amendments require entities to disclose material accounting policy information and
provide guidance on applying the concept of materiality to accounting policy disclosure.

The adoption will not have any material impact on the financial position and the financial
result of the Group.

Amendments to IAS 12, Income taxes: Deferred tax related to assets and liabilities
arising from a single transaction

The amendments narrow the scope of the initial recognition exemption such that it does
not apply to transactions that give rise to equal and offsetting temporary differences
on initial recognition such as leases and decommissioning liabilities. For leases and
decommissioning liabilities, the associated deferred tax assets and liabilities are required
to be recognised from the beginning of the earliest comparative period presented, with any
cumulative effect recognised as an adjustment to retained earnings or other components
of equity at that date. For all other transactions, the amendments are applied to those
transactions that occur after the beginning of the earliest period presented.

The adoption will not have any material impact on the financial position and the financial
result of the Group.

Amendments to IAS 12, Income taxes: International tax reform — Pillar Two model
rules

The amendments introduce a temporary mandatory exception from deferred tax
accounting for the income tax arising from tax laws enacted or substantively enacted to
implement the Pillar Two model rules published by the Organisation for Economic Co-
operation and Development (“OECD") (income tax arising from such tax laws is hereafter
referred to as “Pillar Two income taxes”), including tax laws that implement qualified
domestic minimum top-up taxes described in those rules. The amendments also introduce
disclosure requirements about such tax including the estimated tax exposure to Pillar
Two income taxes. The amendments are immediately effective upon issuance and require
retrospective application.

The adoption will not have any material impact on the financial position and the financial
result of the Group.
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Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

2 Material accounting policies (Continued)
(4) Subsidiaries and non-controlling interests

Subsidiaries (including structured entities) are entities controlled by the Group. The
Group controls an entity when it is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power
over the entity. The financial statements of subsidiaries are included in the consolidated
financial statements from the date on which control commences until the date on which
control ceases.

A structured entity is an entity that has been designed so that voting or similar rights
are not the dominant factor in deciding who controls the entity, such as when any voting
rights relate to administrative tasks only and the relevant activities are directed by means
of contractual arrangements.

Intra-group balances and transactions, and any unrealised income and expenses (except
for foreign currency transaction gains or losses) arising from intra-group transactions,
are eliminated. Unrealised losses resulting from intra-group transactions are eliminated
in the same way as unrealised gains, but only to the extent that there is no evidence of
impairment.

For each business combination, the Group can elect to measure any non-controlling
interests (“NCI”) either at fair value or at the NCI's proportionate share of the subsidiary’s
net identifiable assets. NCI are presented in the consolidated statement of financial
position within equity, separately from equity attributable to the equity shareholders of
the Bank. NCI in the results of the Group are presented on the face of the consolidated
statement of profit or loss and other comprehensive income as an allocation of the total
profit or loss and total comprehensive income between NCI and the equity shareholders
of the Bank.

Changes in the Group’s interests in a subsidiary that do not result in a loss of control are
accounted for as equity transactions.

When the Group loses control of a subsidiary, it derecognises the assets and liabilities of
the subsidiary, and any related NCI and other components of equity. Any resulting gain
or loss is recognised in profit or loss. Any interest retained in that former subsidiary is
measured at fair value when control lost.

In the Bank’s statement of financial position, an investment in a subsidiary is stated at

cost less impairment losses (see Note 2(18)), unless is classified as held for sale (or
included in a disposal group classified as held for sale).
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Material accounting policies (Continued)

(5) Associates and joint ventures

(6)

An associate is an entity in which the Group or the Bank has significant influence, but
not control or joint control, over the financial and operating policies. A joint venture is an
arrangement in which the Group or the Bank has joint control, whereby the Group or the
Bank has the rights to the net assets of the arrangement, rather than rights to its assets
and obligations for its liabilities.

An interest in an associate or a joint venture is accounted for using the equity method,
unless it is classified as held for sale (or included in a disposal group classified as
held for sale). They are initially recognised at cost, which includes transaction costs.
Subsequently, the consolidated financial statements include the Group’s share of the
profit or loss and other comprehensive income (“OCI”) of those investees, until the date
on which significant influence or joint control ceases.

When the Group’s share of losses exceeds its interest in the associate or the joint venture,
the Group’s interest is reduced to nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal or constructive obligations or made
payments on behalf of the investee. For this purpose, the Group’s interest is the carrying
amount of the investment under the equity method together with the Group’s long-term
interests that in substance form part of the Group’s net investment in the associate or the
joint venture.

Unrealised gains arising from transactions with equity-accounted investees are eliminated
against the investment to the extent of the Group’s interest in the investee. Unrealised
losses are eliminated in the same way as unrealised gains, but only to the extent there is
no evidence of impairment.

In the Bank’s statement of financial position, an investment in an associate or a joint
venture is stated at cost less impairment losses, unless it is classified as held for sale (or
included in a disposal group classified as held for sale).

Goodwill

Goodwill arising on acquisition of businesses is measured at cost less accumulated
impairment losses and is tested annually for impairment (see Note 2(18)).
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(7)

(8)

(9)

Translation of foreign currencies

When the Group receives capital in foreign currencies from investors, the capital is
translated to RMB at the spot exchange rate on the date of receipt. Other foreign currency
transactions are, on initial recognition, translated to RMB at the spot exchange rates or
the rates that approximate the spot exchange rates at the dates of transactions.

A spotexchange rate is quoted by the PBOC, the State Administration of Foreign Exchange,
or a cross rate determined based on quoted exchange rates. A rate that approximates
the spot exchange rate is determined by a systematic and rational method, normally the
average exchange rate of the current period.

Monetary items denominated in foreign currencies are translated to RMB at the spot
exchange rate at the end of each reporting period. The resulting exchange differences
are recognized in profit or loss. Non-monetary items denominated in foreign currencies
that are measured at historical cost are translated to RMB using the foreign exchange
rate at the transaction date. Non-monetary items denominated in foreign currencies that
are measured at fair value are translated using the foreign exchange rate at the date
the fair value is determined; the exchange differences are recognized in profit or loss,
except for the exchange differences arising from the translation of non-monetary financial
investments at fair value through other comprehensive income which are recognized in
capital reserve.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, non-restricted balances with central
bank, short-term deposits and placements with banks and other financial institutions,
financial assets held under resale agreements and highly liquid short-term investments
which are readily convertible into known amounts of cash and are subject to an insignificant
risk of changes in value. Cash and cash equivalents are assessed for ECL (see note Note

2(9)(ii)).
Financial instruments

(i) Recognition and measurement of financial assets and liabilities

A financial asset or financial liability is recognized in the consolidated statement of
financial position when the Group becomes a party to the contractual provisions of
a financial instrument.

The financial instruments are initially stated at fair value plus directly attributable
transaction costs, except for those financial instruments measured at FVTPL for
which transaction costs are recognised directly in profit or loss. For an explanation
of how the Group determines fair value of financial instruments, see Note 46. These
financial instruments are subsequently accounted for as follows, depending on their
classification.
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Material accounting policies (Continued)
(9) Financial instruments (Continued)

(i) Recognition and measurement of financial assets and liabilities (Continued)

Financial instruments other than equity investments

Non-equity financial instruments held by the Group are classified into one of the
following measurement categories:

— amortised cost, if the financial instrument is held for the collection of contractual
cash flows which represent solely payments of principal and interest. Interest
income from the financial instrument is calculated using the effective interest
method (see Note 2(23)(a)).

—  fair value through other comprehensive income (FVOCI) (recycling), if the
contractual cash flows of the financial instrument comprise solely payments
of principal and interest and the financial instrument is held within a business
model whose objective is achieved by both the collection of contractual cash
flows and sale. Changes in fair value are recognised in other comprehensive
income, except for the recognition in profit or loss of expected credit losses,
interest income (calculated using the effective interest method) and foreign
exchange gains and losses. When the financial instrument is derecognised, the
amount accumulated in other comprehensive income is recycled from equity to
profit or loss.

—  fair value through profit or loss (FVTPL), if the financial instrument does not meet
the criteria for being measured at amortised cost or FVOCI (recycling). Changes
in the fair value of the financial instrument (including interest) are recognised in
profit or loss.

Equity investments

An investment in equity securities is classified as FVTPL unless the equity investment
is not held for trading purposes and on initial recognition of the investment the Group
makes an election to designate the investment at FVOCI (non-recycling) such that
subsequent changes in fair value are recognised in other comprehensive income.
Such elections are made on an instrument-by-instrument basis, but may only be made
if the investment meets the definition of equity from the issuer’s perspective. Where
such an election is made, the amount accumulated in other comprehensive income
remains in the fair value reserve (non-recycling) until the investment is disposed
of. At the time of disposal, the amount accumulated in the fair value reserve (non-
recycling) is transferred to retained earnings. It is not recycled through profit or loss.
Dividends from an investment in equity securities, irrespective of whether classified
as at FVTPL or FVOCI, are recognised in profit or loss.
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2 Material accounting policies (Continued)
(9) Financial instruments (Continued)

(ii) Credit losses and impairment of financial assets

The Group recognises a loss allowance for expected credit losses (ECLs) on the
following items:

— financial assets measured at amortised cost (including cash and cash
equivalents, loans and advances to customers, and financial investments at
amortised cost);

—  debt securities measured at FVOCI (recycling);
- loan commitments issued, which are not measured at FVTPL.

Financial assets measured at fair value, including units in bond funds, equity
securities measured at FVTPL, equity securities designated at FVOCI (non-recycling)
and derivative financial assets, are not subject to the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured
as the present value of all expected cash shortfalls (i.e. the difference between the
cash flows due to the Group in accordance with the contract and the cash flows that
the Group expects to receive).

For undrawn loan commitments, expected cash shortfalls are measured as the
difference between (i) the contractual cash flows that would be due to the Group if
the holder of the loan commitment draws down on the loan and (ii) the cash flows that
the Group expects to receive if the loan is drawn down.

The expected cash shortfalls are discounted using the following discount rates where
the effect of discounting is material:

- fixed-rate financial assets, trade and other receivables and contract assets:
effective interest rate determined at initial recognition or an approximation
thereof;

- variable-rate financial assets: current effective interest rate;

— loan commitments: current risk-free rate adjusted for risks specific to the cash
flows.

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable

information that is available without undue cost or effort. This includes information
about past events, current conditions and forecasts of future economic conditions.
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(9) Financial instruments (Continued)

(ii) Credit losses and impairment of financial assets (Continued)
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Measurement of ECLs (Continued)

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected to result from possible
default events within the 12 months after the reporting date; and

— lifetime ECLs: these are losses that are expected to result from all possible
default events over the expected lives of the items to which the ECL model
applies.

For all other financial instruments (including loan commitments issued), the Group
recognises a loss allowance equal to 12-month ECLs unless there has been a
significant increase in credit risk of the financial instrument since initial recognition,
in which case the loss allowance is measured at an amount equal to lifetime ECLs.

Significant increases in credit risk

In assessing whether the credit risk of a financial instrument (including a loan
commitment) has increased significantly since initial recognition, the Group
compares the risk of default occurring on the financial instrument assessed at the
reporting date with that assessed at the date of initial recognition. In making this
reassessment, the Group considers that a default event occurs when (i) the borrower
is unlikely to pay its credit obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held); or (ii) the financial asset is
90 days past due. The Group considers both quantitative and qualitative information
that is reasonable and supportable, including historical experience and forward-
looking information that is available without undue cost or effort.

In particular, the following information is taken into account when assessing whether
credit risk has increased significantly since initial recognition:

—  failure to make payments of principal or interest on their contractually due dates;

— anactual or expected significant deterioration in a financial instrument’s external
or internal credit rating (if available);

— an actual or expected significant deterioration in the operating results of the
debtor; and

— existing or forecast changes in the technological, market, economic or legal
environment that have a significant adverse effect on the debtor’s ability to meet
its obligation to the Group.
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(9) Financial instruments (Continued)

(ii) Credit losses and impairment of financial assets (Continued)
Significant increases in credit risk (Continued)

For loan commitments, the date of initial recognition for the purpose of assessing
ECLs is considered to be the date that the Group becomes a party to the irrevocable
commitment. In assessing whether there has been a significant increase in credit
risk since initial recognition of a loan commitment, the Group considers changes in
the risk of default occurring on the loan to which the loan commitment relates.

Depending on the nature of the financial instruments, the assessment of a significant
increase in credit risk is performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis, the financial instruments
are grouped based on shared credit risk characteristics, such as past due status
and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial
instrument’s credit risk since initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in profit or loss. The Group recognises an
impairment gain or loss for all financial instruments with a corresponding adjustment
to their carrying amount through a loss allowance account, except for investments in
debt securities that are measured at FVOCI (recycling), for which the loss allowance
is recognised in other comprehensive income and accumulated in the fair value
reserve (recycling).

Basis of calculation of interest income

Interest income recognised in accordance with Note 2(23)(a) is calculated based on
the gross carrying amount of the financial asset unless the financial asset is credit-
impaired, in which case interest income is calculated based on the amortised cost
(i.e. the gross carrying amount less loss allowance) of the financial asset.

At each reporting date, the Group assesses whether a financial asset is credit-
impaired. A financial asset is credit-impaired when one or more events that have
a detrimental impact on the estimated future cash flows of the financial asset have
occurred.
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Material accounting policies (Continued)

(9) Financial instruments (Continued)

(ii)

(iii)

Credit losses and impairment of financial assets (Continued)
Basis of calculation of interest income (Continued)

Evidence that a financial asset is credit-impaired includes the following observable
events:

— significant financial difficulties of the debtor;

— a breach of contract, such as a default or delinquency in interest or principal
payments;

— it becoming probable that the borrower will enter into bankruptcy or other
financial reorganisation;

— significant changes in the technological, market, economic or legal environment
that have an adverse effect on the debtor; or

— the disappearance of an active market for a security because of financial
difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial asset, lease receivable or contract asset is
written off (either partially or in full) to the extent that there is no realistic prospect
of recovery. This is generally the case when the Group determines that the debtor
does not have assets or sources of income that could generate sufficient cash flows
to repay the amounts subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognised as
a reversal of impairment in profit or loss in the period in which the recovery occurs.

Derivative financial instruments

Derivative financial instruments are initially recognised at fair value on the date on
which a derivative contract is entered into and are subsequently remeasured at
fair value. Derivatives are carried as assets when the fair value is positive and as
liabilities when the fair value is negative.

Certain derivatives embedded in financial instruments are treated as separate
derivatives when their economic characteristics and risks are not closely related to
those of the host contract and the hybrid instrument is not carried at fair value through
profit or loss. These embedded derivatives are measured at fair value through profit
or loss.
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(9) Financial instruments (Continued)

(iii) Derivative financial instruments (Continued)

(iv)

Any gains or losses arising from changes in fair value on derivatives that do not
qualify for hedge accounting are recognised directly in profit or loss.

For less complex derivative products, the fair values are principally determined
by valuation models which are commonly used by market participants. Inputs to
valuation models are determined from observable market data wherever possible,
including foreign exchange spot and forward rates and interest rate yield curves. For
more complex derivative products, the fair values are mainly determined by quoted
prices from dealers.

Fair value measurement principles

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date in the principal or, in its absence, the most advantageous market to which the
Group has access at that date.

If there is an active market for a financial asset or financial liability, the quoted price
in the active market without adjusting for transaction costs that may be incurred upon
future disposal or settlement is used to establish the fair value of the financial asset
or financial liability. For a financial asset held or a financial liability to be assumed,
the quoted price is the current bid price. For a financial asset to be acquired or a
financial liability assumed, it is the current asking price. The quoted prices from an
active market are prices that are readily and regularly available from an exchange,
broker, industry group or pricing service agency, and represent actual and regularly
occurring market transactions on an arm’s length basis.

If no active market exists for a financial instrument, a valuation technique is used
to establish the fair value. Valuation techniques include using recent arm’s length
market transactions between knowledgeable, willing parties; reference to the current
fair value of another instrument that is substantially the same; discounted cash flow
analysis and option pricing models. Where discounted cash flow technique is used,
future cash flows are estimated based on management’'s best estimates and the
discount rate used is the prevailing market rate applicable for instrument with similar
terms and conditions at the end of each reporting period. Where other pricing models
are used, inputs are based on market data at the end of each reporting period.

In estimating the fair value of a financial asset and financial liability, the Group
considers all factors including, but not limited to, risk-free interest rate, credit risk,
foreign exchange rate and market volatility, that are likely to affect the fair value of
the financial asset and financial liability.

The Group obtains market data from the same market where the financial instrument
was originated or purchased.
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Material accounting policies (Continued)
(9) Financial instruments (Continued)

(v) Derecognition of financial assets and financial liabilities

Financial assets (or a part of a financial asset or group of financial assets) are
derecognized when the financial assets meet one of the following conditions:

— the contractual rights to the cash flows from the financial asset expire; or

— the Group transfers substantially all the risks and rewards of ownership of the
financial assets or where substantially all the risks and rewards of ownership of
a financial asset are neither retained nor transferred, the control over that asset
is relinquished.

If the Group neither transfers nor retains substantially all the risks and rewards of
ownership of the financial asset, but retains control, the Group continues to recognize
the financial asset and relevant liability to the extent of its continuing involvement in
the financial asset.

The financial liability (or part of it) is derecognized only when the underlying present
obligation (or part of it) specified in the contracts is discharged, cancelled or expired.
An agreement between the Group and an existing lender to replace the original
financial liability with a new financial liability with substantially different terms, or
a substantial modification of the terms of an existing financial liability is accounted
for as an extinguishment of the original financial liability and recognition of a new
financial liability. The difference between the carrying amount of the derecognized
financial liability and the consideration paid is recognized in profit or loss.

(vi) Offsetting

Financial assets and financial liabilities are offset and the net amount is reported
in the consolidated statement of financial position when the Group has a legally
enforceable right to set off the recognized amounts and the transactions are
intended to be settled on a net basis, or by realising the asset and settling the
liability simultaneously.

ZHONGYUAN BANK CO., LTD.



Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

2 Material accounting policies (Continued)
(10) Financial assets held under resale and repurchase agreements

Financial assets purchased under agreements to resell are reported not as purchases
of the assets but as receivables and are carried in the statements of financial position at
amortized cost. Financial assets held under resale agreements are assessed for ECLs in
accordance with the policy set out in Note 2(9)(ii).

Financial assets sold subject to a simultaneous agreement to repurchase these assets are
retained in the consolidated statement of financial position and measured in accordance
with their original measurement principles. The proceeds from the sale are reported as
liabilities and are carried at amortized cost.

Interest earned on reverse repurchase agreements and interest incurred on repurchase
agreements are recognized respectively as interest income and interest expense over the
life of each agreement using the effective interest method.

(11) Preference share

Preference shares or their components are initially recognised as financial assets,
financial liabilities or equity instruments according to the terms and the economic
substance combined with the definition of financial assets, financial liabilities and equity
instruments.

When the issued preference shares contain equity and liability components, the Group
follows the same accounting policy as for convertible bonds with equity components.
For the issued preference shares which do not contain equity component, the Group
follows the accounting policy as accounting for the convertible bonds only with liability
component.

For the issued preference shares that should be classified as equity instruments, will be
recognised as equity in actual amount received. Interest and dividends payables are
recognised as distribution of profits. Redemption before maturity will write down equity
as redemption price.

(12) Investment in subsidiaries

In the Group’s consolidated financial statements, investments in subsidiaries are
accounted for in accordance with the principles described in Note 2(4).

In the Bank’s financial statements, investments in subsidiaries are accounted for using
the cost method. An investment in a subsidiary acquired other than through a business
combination is initially recognized at actual payment cost if the Bank acquires the
investment by cash. The investment is stated at cost less impairment loss (Note 2(18))
in the statements of financial position. Except for declared but not yet distributed cash
dividends or profits distribution that have been included in the price or consideration
paid in obtaining the investments, the Group recognizes its share of the cash dividends
or profit distribution declared by the investees as investment income.
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Material accounting policies (Continued)

(13) Investment property

Investment property is a property held either for earning rental income or for capital
appreciation or for both. Investment property is accounted for using the cost model and
stated in the statements of financial position at cost less accumulated depreciation and
impairment loss (Note 2(18)). Investment property is depreciated using the straight-line
method over its estimated useful life after taking into account its estimated residual value.

Estimated Estimated rate Depreciation
useful life of residual value rate
Premises 20 years 3% 4.85%

(14) Property and equipment and construction in progress

Property and equipment are assets held by the Group for operation and administration
purposes with useful lives over one year.

Property and equipment are stated in the consolidated statement of financial position
at cost less accumulated depreciation and impairment loss (Note 2(18)). Construction
in progress is stated in the consolidated statement of financial position at cost less
impairment loss (Note 2(18)).

The cost of a purchased property and equipment comprises the purchase price, related
taxes, and any expenditure directly attributable to bringing the asset into working
condition for its intended use.

All direct and indirect costs that are related to the construction of property and equipment
and incurred before the assets are ready for their intended use are capitalised as the
cost of construction in progress. Construction in progress is transferred to property and
equipment when the item being constructed is ready for its intended use. No depreciation
is provided against construction in progress.

Where the individual component parts of an item of property and equipment have different
useful lives or provide benefits to the Group in different patterns thus necessitating use
of different depreciation rates or methods, they are recognized as a separate property
and equipment.

The subsequent costs including the cost of replacing part of an item of property and
equipment are recognized in the carrying amount of the item if the recognition criteria
are satisfied, and the carrying amount of the replaced part is derecognized. The costs
of the day-to-day servicing of property and equipment are recognized in profit or loss as
incurred.

ltems may be produced while bringing an item of property and equipment to the location
and condition necessary for it to be capable of operating in the manner intended by
management. The proceeds from selling any such items and the related costs are
recognised in profit or loss.

Gains or losses arising from the retirement or disposal of an item of property and
equipment are determined as the difference between the net disposal proceeds and the
carrying amount of the item and are recognized in profit or loss on the date of retirement
or disposal.
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(14) Property and equipment and construction in progress (Continued)
Property and equipment are depreciated using the straight-line method over their
estimated useful lives, after taking into account their estimated residual values. The

estimated useful lives, residual values and depreciation rates of each class of property
and equipment are as follows:

Estimated Estimated rate Depreciation
Asset category useful life of residual value rate
Premises 20 years 3% 4.85%
Motor vehicles 4 years 3% 24.25%
Others 3 - 10 years 3% 9.70% - 32.33%

Useful lives, residual values and depreciation methods are reviewed at least at each
year-end.

(15) Leases

At inception of a contract, the Group assesses whether a contract is, or contains, a lease.
This is the case if the contract conveys the right to control the use of an identified asset for
a period of time in exchange for consideration. Control is conveyed where the customer
has both the right to direct the use of the identified asset and to obtain substantially all of
the economic benefits from that use.

(i) As alessee

Where the contract contains lease component(s) and non-lease component(s), the
Group has elected not to separate non-lease components and accounts for each
lease component and any associated non-lease components as a single lease
component for all leases.

At the lease commencement date, the Group recognises a right-of-use asset and a
lease liability. Lease liability is initially measured at the present value of the lease
payments payable over the lease term, discounted using the interest rate implicit in
the lease or, if that rate cannot be readily determined, using a relevant incremental
borrowing rate. After initial recognition, the lease liability is measured at amortised
cost and interest expense is recognised using the effective interest method. Variable
lease payments that do not depend on an index or rate are not included in the
measurement of the lease liability and are charged to profit or loss as incurred.

The right-of-use asset is initially measured at cost, which comprises the initial
amount of the lease liability adjusted for any lease payments made at or before the
commencement date, plus any initial direct costs incurred and an estimate of costs
to dismantle and remove the underlying asset or to restore the underlying asset or
the site on which it is located, less any lease incentives received.
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Material accounting policies (Continued)

(15) Leases (Continued)

(i)

(ii)

As a lessee (Continued)

The right-of-use asset is subsequently depreciated using the straight-line method
from the commencement date to the end of the lease term, unless the lease transfers
ownership of the underlying asset to the Group by the end of the lease term or the
cost of the right-of-use asset reflects that the Group will exercise a purchase option.
In that case the right-of-use asset will be depreciated over the useful life of the
underlying asset, which is determined on the same basis as those of property and
equipment. In addition, the right-of-use asset is periodically reduced by impairment
losses (Note 2(18)), if any, and adjusted for certain remeasurements of the lease
liability.

The lease liability is remeasured when there is a change in future lease payments
arising from a change in an index or rate, if there is a change in the Group’s estimate
of the amount expected to be payable under a residual value guarantee, or if the
Group changes its assessment of whether it will exercise a purchase, extension or
termination option. When the lease liability is remeasured in this way, a corresponding
adjustment is made to the carrying amount of the right-of-use asset, or is recorded
in profit or loss if the carrying amount of the right-of-use asset has been reduced to
zero.

As a lessor

The Group determines at lease inception whether each lease is a finance lease or an
operating lease. A lease is classified as a finance lease if it transfers substantially
all the risks and rewards incidental to the ownership of an underlying assets to the
lessee. Otherwise, the lease is classified as an operating lease.

When a contract contains lease and non-lease components, the Group allocates the
consideration in the contract to each component on a relative stand-alone selling
price basis.

When the Group is an intermediate lessor, the sub-leases are classified as a finance
lease or as an operating lease with reference to the right-of-use asset arising from
the head lease.

Under a finance lease, at the commencement date, the Group recognises the finance
lease receivable and derecognises the finance lease asset. The finance lease
receivable is initially measured at an amount equal to the net investment in the lease.
The net investment in the lease is measured at the aggregate of the unguaranteed
residual value and the present value of the lease receivable that are not received
at the commencement date, discounted using the interest rate implicit in the lease.
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(15) Leases (Continued)

(ii) As a lessor (Continued)

The Group recognises finance income over the lease term, based on a pattern
reflecting a constant periodic rate of return. The derecognition and impairment of
the finance lease receivable are recognised in accordance with the accounting
policy in Note 2(9). Variable lease payments not included in the measurement of net
investment in the lease are recognised as income as they are earned.

Lease receipts from operating leases is recognised as income using the straight-
line method over the lease term. The initial direct costs incurred in respect of the
operating lease are initially capitalised and subsequently amortised in profit or loss
over the lease term on the same basis as the lease income. Variable lease payments
not included in lease receipts are recognised as income as they are earned.

(16) Intangible assets
The intangible assets of the Group have finite useful lives. The intangible assets are
stated at cost less accumulated amortization and impairment loss (Note 2(18)). The cost
of intangible assets less residual value and impairment loss is amortized on the straight-
line method over the estimated useful lives.

The respective amortization periods for intangible assets are as follows:

Land use rights 40 years
Computer software 5—-10 years
Trademark right and others 10 years

Amortisation methods, useful lives and residual values are reviewed at each reporting
date and adjusted if appropriate.

(17) Repossessed assets

Repossessed assets are physical assets or property rights obtained by the Group from
debtors, warrantors or third parties following the enforcement of its creditor’s rights. The
repossessed assets are initially recognised at fair value, and are subsequently measured
at the lower of the carrying value and net recoverable amount. If the recoverable amount
is lower than the carrying value of the repossessed assets, the assets are written down
to the recoverable amount.
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Material accounting policies (Continued)

(18) Provision for impairment losses on non-financial assets

The carrying amounts of the following assets are reviewed at the end of each reporting
period based on the internal and external sources of information to determine whether
there is any indication of impairment:

—  property and equipment;

— construction in progress;

— right-of-use asset;

— intangible assets;

— investment property measured using a cost model;
— investments in subsidiaries and joint ventures; and
- goodwill.

If any indication exists that an asset may be impaired, the recoverable amount of the
asset is estimated.

A cash-generating unit (“CGU”) is the smallest identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows from other assets or asset
groups. A CGU is composed of assets directly relating to cash-generation. Identification
of a CGU is based on whether major cash inflows generated by the asset group are largely
independent of the cash inflows from other assets or asset groups. In identifying an asset
group, the Group also considers how management monitors the Group’s operations and
how management makes decisions about continuing or disposing of the Group’s assets.

The recoverable amount of an asset or CGU, or a group of CGUs (hereinafter called
‘asset”) is the higher of its fair value less costs to sell and its present value of expected
future cash flows. If there is any indication that an asset may be impaired, the recoverable
amount is estimated for the individual asset; if it is not possible to estimate the recoverable
amount of the individual asset, the Group determines the recoverable amount of the asset
group to which the assets belongs.

An asset’s fair value less costs to sell is the amount determined by the price of a sale
agreement in an arm’s length transaction, less the costs that are directly attributable to
the disposal of the asset. The present value of expected future cash flows of an asset is
determined by discounting the future cash flows, estimated to be derived from continuing
use of the asset and from its ultimate disposal, to their present value using a pre-tax
discount rate that reflects expected future cash flows, the useful life and the discount rate
specific to the asset.
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(18) Provision for impairment losses on non-financial assets (Continued)

An impairment loss is recognized in profit or loss if the carrying amount of an asset
exceeds its recoverable amount. A provision for an impairment loss of the asset is
recognized accordingly.

Inrespect of assets other than goodwill, if in a subsequent period, the amount of impairment
loss of the non-financial asset decreases and the decrease can be linked objectively to an
event occurring after impairment was recognized, the previously recognized impairment
loss is reversed through the profit or loss. A reversal of impairment loss is limited to the
asset’s carrying amount that would have been determined had no impairment loss been
recognized in prior periods.

(19) Employee benefits

(i) Short-term employee benefits and contributions to defined contribution
retirement plans

Short-term employee benefits are expensed as the related service is provided. A
liability is recognised for the amount expected to be paid if the Group has a present
legal or constructive obligation to pay this amount as a result of past service provided
by the employee and the obligation can be estimated reliably.

Obligations for contributions to defined contribution retirement plans are expensed
as the related service is provided.

Social pension schemes

Pursuant to the relevant laws and regulations in the PRC, the Group has participated
in the social pension schemes for the employees arranged by local government labour
and security authorities. The Group makes contributions to the retirement schemes
at the applicable rates based on the amounts stipulated by the government. The
contributions are charged to the profit or loss on an accrual basis. When employees
retire, the local government labour and security authorities are responsible for the
payment of the basic retirement benefits to the retired employees.

Housing fund and other social insurances

In addition to the retirement benefits above, the Group has joined social security
contributions schemes for employees pursuant to the relevant laws and regulations
of the PRC. These schemes include a housing fund, basic medical insurance,
unemploymentinsurance, injury insurance and maternity insurance. The Group makes
monthly contributions to the housing fund and other social insurances schemes at
the applicable rates based on the amounts stipulated by the relevant government
authorities. The contributions are charged to profit or loss on an accrual basis.
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Material accounting policies (Continued)
(19) Employee benefits (Continued)

(ii) Supplementary retirement benefits
Early retirement plan

The Group provides early retirement benefit payments to employees who voluntarily
agreed to retire early for the period from the date of early retirement to the regulated
retirement date. The benefit is discounted to determine the present value based on
certain assumptions. The calculation is performed by a qualified actuary using the
projected unit credit method.

Differences arising from changes in assumptions and estimates of the present value
of the liabilities are recognised in profit or loss when incurred.

Supplementary retirement plan

The Group provides a supplementary retirement plan to its eligible employees. The
Group’s obligations in respect of the supplementary retirement plan are calculated
by estimating the present value of the total amount of future benefits that the Group is
committed to pay to the employees after their retirement. The calculation is performed
by a qualified actuary using the projected unit credit method. Such obligations were
discounted at the interest yield of government bonds with similar duration at the
reporting date. The related service cost and net interest from the retirement plan
are recognised in profit or loss, and the actuarial gains and losses arising from
remeasurements are recognised in other comprehensive income.

Early retirement plan and supplementary retirement plan thereafter collectively
referred to as “supplementary retirement benefits”. Except for the above mentioned,
the Group has no significant responsibilities to pay any other retirement benefits to
employees.

(20) Income tax

Income tax expense comprises current tax and deferred tax. It is recognized in profit or
loss except to the extent that it relates to a business combination, or items recognised
directly in equity or in OCI.

Current tax comprises the estimated tax payable or receivable on the taxable income
or loss for the year and any adjustments to the tax payable or receivable in respect of
previous years. The amount of current tax payable or receivable is the best estimate of
the tax amount expected to be paid or received that reflects any uncertainty related to
income taxes. It is measured using tax rates enacted or substantively enacted at the
reporting date. Current tax also includes any tax arising from dividends.

Current tax assets and liabilities are offset only if certain criteria are met.
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2 Material accounting policies (Continued)
(20) Income tax (Continued)

Deferred tax is recognised in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. Deferred tax is not recognised for:

— temporary differences on the initial recognition of assets or liabilities in a transaction
that is not a business combination and at the time of the transaction (i) affects neither
accounting nor taxable profit or loss and (ii) does not give rise to equal taxable and
deductible temporary differences;

— temporary differences related to investment in subsidiaries, associates and joint
venture to the extent that the Group is able to control the timing of the reversal of the
temporary differences and it is probable that they will not reverse in the foreseeable
future;

— taxable temporary differences arising on the initial recognition of goodwill; and

— those related to the income taxes arising from tax laws enacted or substantively
enacted to implement the Pillar Two model rules published by the Organisation for
Economic Co-operation and Development.

The Group recognised deferred tax assets and deferred tax liabilities separately in
relation to its lease liabilities and right-of-use assets.

Deferred tax assets are recognised for unused tax losses, unused tax credits and
deductible temporary differences to the extent that it is probable that future taxable profits
will be available against which they can be used. Future taxable profits are determined
based on the reversal of relevant taxable temporary differences. If the amount of taxable
temporary differences is insufficient to recognise a deferred tax asset in full, then future
taxable profits, adjusted for reversals of existing temporary differences, are considered,
based on the business plans for individual subsidiaries in the Group. Deferred tax assets
are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised; such reductions are reversed when
the probability of future taxable profits improves.

Deferred tax assets and liabilities are offset only if certain criteria are met.
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Material accounting policies (Continued)

(21) Financial guarantees, provisions and contingent liabilities

(i)

(ii)

Financial guarantees

Financial guarantees are contracts that require the issuer (the “guarantor”) to make
specified payments to reimburse the beneficiary of the guarantee (“holder”) for a loss
that the holder incurs because a specified debtor fails to make payment when due
in accordance with the terms of a debt instrument. The fair value of the guarantee
(being the guarantee fees received) is initially recognized as deferred income in
other liabilities. The deferred income is amortized in profit or loss over the term of the
guarantee as income from financial guarantees issued. Provisions are recognized
in the consolidated statement of financial position as stated in Note 2(21)(ii) if and
when it becomes probable that the holder of the guarantee will call upon the Group
under the guarantee, and the amount of that claim on the Group is expected to
exceed the carrying amount of the deferred income.

Other provisions and contingent liabilities

A provision is recognized for an obligation related to a contingency if the Group
has a present obligation that can be estimated reliably, and it is probable that an
outflow of economic benefits will be required to settle the obligation. A provision
is initially measured at the best estimate of the expenditure required to settle the
related present obligation. Factors pertaining to a contingency such as the risks,
uncertainties and time value of money are taken into account as a whole in reaching
the best estimate. Where the effect of time value of money is material, provisions are
determined by discounting the expected future cash flows.

For a possible obligation resulting from a past transaction or event whose existence
will only be confirmed by the occurrence or non-occurrence of uncertain future
events or a present obligation resulting from a past transaction or event, where it
is not probable that the settlement of the above obligation will cause an outflow of
economic benefits, or the amount of the outflow cannot be estimated reliably, the
possible or present obligation is disclosed as a contingent liability.

(22) Fiduciary activities

The Group acts in a fiduciary activity as a manager, a custodian, or an agent for customers.
Assets held by the Group and the related undertakings to return such assets to customers
are recorded as off-balance sheet items as the risks and rewards of the assets reside
with customers.

The Group enters into entrusted loan agreements with customers, whereby the customers
provide funding (“entrusted funds”) to the Group, and the Group grants loans to third
parties (“entrusted loans”) under instructions of the customers. As the Group does not
assume the risks and rewards of the entrusted loans and the corresponding entrusted
funds, the entrusted loans and funds are recorded as off-balance sheet items at their
principal amount. No provision for impairment loss is made for entrusted loans.
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2 Material accounting policies (Continued)
(23) Income recognition

Revenue is recognised to the extent that it is probable that the economic benefits will
flow to the Group and when the revenue can be reliably measured. The following specific
recognition criteria must also be met before revenue is recognised:

(a) Interest income

For all financial instruments measured at amortised cost and interest-generating
financial instruments classified as financial assets measured at FVOCI, interest
income is recorded at the effective interest rate, which is the rate that exactly
discounts estimated future cash payments or receipts through the expected life of
the financial instrument, where appropriate, to the book value of the financial asset,
or the amortised cost of financial liability. The calculation takes into account all
contractual terms of the financial instrument (for example, prepayment options) and
includes any fees or incremental costs that are directly attributable to the instrument
and are an integral part of the effective interest rate, but not expected credit losses.

Interest income is calculated by applying the effective interest rate to the book value
of financial assets and is included in interest income, except for:

(i) For purchased or originated credit-impaired financial assets, whose interest
income is calculated, since initial recognition, by applying the credit adjusted
effective interest rate to their amortised cost; and

(ii) Financial assets that are not purchased or originated credit-impaired but have
subsequently become credit-impaired, whose interest income is calculated
by applying the effective interest rate to their amortised cost (i.e. net of the
expected credit loss provision). If, in a subsequent period, the financial assets
improve their qualities so that they are no longer credit-impaired and the
improvement in credit quality is related objectively to a certain event occurring
after the application of the above-mentioned rules, then the interest income is
calculated by applying the effective interest rate to their book value.
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Material accounting policies (Continued)

(23) Income recognition (Continued)

(b)

(c)

(d)

(e)

Fee and commission income

The Group earns fee and commission income from a diverse range of services it
provides to its customers. The fee and commission income recognised by the Group
reflects the amount of consideration to which the Group expects to be entitled in
exchange for transferring promised services to customers, and income is recognised
when its performance obligation in contracts is satisfied.

(i) The Group recognises income over time by measuring the progress towards the
complete satisfaction of a performance obligation, if one of the following criteria
is met:

— The customer simultaneously receives and consumes the benefits provided
by the Group’s performance as the Group performs;

— The customer controls the service provided by the Group in the course of
performance; or

— The Group does not provide service with an alternative use to the Group, and
the Group has an enforceable right to payment for performance completed
to date.

(ii) In other cases, the Group recognises revenue at a point in time at which a
customer obtains control of the promised services.

Dividend income

Dividend income is recognised when the Group’s right to receive payment is
established.

Net trading income

Results arising from trading activities include all gains and losses from changes in
fair value for financial assets and financial liabilities that are held for trading.

Government grants

Government grants are recognised in the consolidated statement of financial position
initially when there is reasonable assurance that they will be received and that the
Group will comply with the conditions attaching to them. Grants that compensate
the Group for expenses incurred are recognised as income in profit or loss on a
systematic basis in the same periods in which the expenses are incurred. Grants
that compensate the Group for the cost of an asset are deducted from the carrying
amount of the asset and consequently are effectively recognized in profit or loss over
the useful life of the asset by way of reduced depreciation expense.
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2 Material accounting policies (Continued)

(24) Expenses recognition

(i) Interest expenses

Interest expenses from financial liabilities are accrued on a time proportion basis
with reference to the amortized cost and the applicable effective interest rate.

(ii) Other expenses

Other expenses are recognized on an accrual basis.

(25) Dividends

Dividends or distributions of profits proposed in the profit appropriation plan which will
be authorized and declared after the end of each reporting period are not recognized as
a liability at the end of each reporting period but disclosed separately in the notes to the
financial statements.

(26) Related parties

(a)

(b)

A person, or a close member of that person’s family, is related to the Group if that
person:

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the Group or the Group’s
parent.

An entity is related to the Group if any of the following conditions applies:

The entity and the Group are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other entity (or an associate or
joint venture of a member of a group of which the other entity is a member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other entity is an associate
of the third entity.

The entity is a post-employment benefit plan for the benefit of employees of
either the Group or an entity related to the Group.
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Material accounting policies (Continued)

(26) Related parties (Continued)

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the
entity).

(viii)The entity, or any member of a group of which it is a part, provides key
management personnel services to the Group or to the Group’s parent.

Close members of the family of a person are those family members who may be expected
to influence, or be influenced by, that person in their dealings with the entity.

(27) Segment reporting

Operating segments are identified from the financial information provided regularly to the
Group’s most senior executive management for the purposes of allocating resources to,
and assessing the performance of the Group’s various lines of business and geographical
locations.

Individually material operating segments are not aggregated for financial reporting
purposes unless the segments have similar economic characteristics and are similar in
respect of the nature of products and services, the nature of production processes, the
type or class of customers, the methods used to distribute the products or provide the
services, and the nature of the regulatory environment. Operating segments which are
not individually material may be aggregated if they share a majority of these criteria.

(28) Significant accounting estimates and judgements

The preparation of the financial statements requires management to make estimates and
assumptions that affect the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actual results may differ from these estimates.
Estimates as well as underlying assumptions and uncertainties involved are reviewed on
an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised and in any future periods affected.

Except for accounting estimates relating to depreciation and amortisation of assets such
as property and equipment and intangible assets (see Notes 24 and 27(d)) and provision
for impairment of various types of assets (see Notes 16, 17, 19, 20, 21(b), 21(c), 22, 24,
26 and 27). Other significant accounting estimates and judgements are as follows:

— Note 25: Recognition of deferred tax assets;

— Note 35(a): Supplementary retirement benefits payable;

—  Note 40: Equity in a structured entity not included in the consolidation scope; and

- Note 46: Fair value measurements of financial instruments.
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3 Taxes

The Group’s main applicable taxes and tax rates are as follows:

Tax type Tax basis Tax rate

Value-added tax (VAT) Output VAT is calculated on product sales and taxable 3% — 6%
services revenue. The basis for VAT payable is to

deduct input VAT from the output VAT for the period
City maintenance and construction tax  Based on VAT paid 5% — 7%

Corporate income tax Based on taxable profits 25%

4 Net interest income

2022

Interest income arising from

Deposits with the central bank 744,115 665,415
Deposits with banks and other financial institutions 697,314 281,379
Placements with banks and other financial institutions 947,683 1,359,284
Loans and advances to customers

— Corporate loans and advances 20,078,509 15,585,736

— Personal loans and advances 12,608,503 11,850,706

— Discounted bills 937,434 1,100,081
Financial assets held under resale agreements 842,421 387,786
Financial investments 9,805,089 8,996,661
Lease receivables 4,043,991 3,386,970
Sub-total 50,705,059 43,614,018
Interest expenses arising from
Borrowing from the central bank (1,286,739) (1,252,987)
Deposits from banks and other financial institutions (823,008) (597,856)
Placements from banks and other financial institutions (1,860,452) (1,284,179)
Deposits from customers (19,698,891) (15,461,584)
Financial assets sold under repurchase agreements (1,054,289) (5652,916)
Debts securities issued (3,718,673) (3,188,237)

Sub-total

(28,442,052)

(22,337,759)

Net interest income

22,263,007

21,276,259

The interest income and expenses are related to financial instruments which are not measured

at fair value through profit or loss.
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5 Net fee and commission income

2022

Fee and commission income

Underwriting fees 311,269 256,105
Wealth management business fees 470,103 963,277
Bank card services fees 570,270 715,678
Settlement and clearing services fees 638,570 414,168
Advisory and consulting fees 333,052 196,159
Agency services fees 217,673 136,316
Acceptance and guarantee services fees 122,694 88,623
Custodial services fees 16,999 9,118
Sub-total 2,680,630 2,779,444
Fee and commission expense (1,362,110) (996,370)
Net fee and commission income 1,318,520 1,783,074

6 Net trading gains

Note 2022

Net gains/(losses) from debt securities (a) 230,009 (91,151)
Net foreign exchange gains (b) 85,898 1,044,566
Net (losses)/gains from interest rate swaps (3,761) 4,244
Total 312,146 957,659

(a) Net gains/(losses) from debt securities include gains arising from the buying and selling of, and
changes in the fair value of debt securities held for trading.

(b) Net foreign exchange gains mainly included gains from foreign currency derivatives, the purchase

and sale of foreign currency spot, and translation of foreign currency monetary assets and liabilities
into Renminbi.
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7 Net gains arising from investment securities

Note 2022

Net gains of financial investments at fair value through profit or loss (a) 1,174,901 911,212
Net gains of financial investments at fair value through other

comprehensive income 432,852 538,173
Net gains of financial investments at amortised cost 284,479 -
Others (19) 2
Total 1,892,213 1,449,387

(a) Net gains of financial investments at fair value through profit or loss include the investment income
and fair value changes of financial investments at fair value through profit or loss except for debt
securities held for trading.

8 Other operating income

2022

Government grants 256,963 114,248
Rental income 25,981 14,933
Net gains/(losses) on disposal of property and equipment 35,775 (84,402)
Others 78,813 100,039
Total 397,532 144,818

9 Operating expenses

2022

Staff costs

— Salaries, bonuses and allowances 4,228,591 4,439,937
— Social insurance and annuity 1,075,180 851,168
— Staff welfares 231,817 407,840
— Housing allowances 405,336 340,176
— Employee education expenses and labor union expenses 146,712 154,436
— Supplementary retirement benefits 23,918 11,472
— Others 106,621 94,980
Sub-total 6,218,175 6,300,009
Office expenses 1,709,894 1,525,280
Depreciation and amortization 1,325,553 970,120
Depreciation charge for the right-of-use assets 375,414 457,948
Taxes and surcharges 370,257 2WalemlsB8
Interest expense on lease liabilities 33,145 57,416
Rental and property management expenses 82,466 47,611
Other general and administrative expenses 746,885 641,866
Total 10,861,789 10,278,008
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10 Directors’ and supervisors’ emoluments

Directors’ and supervisors’ emoluments disclosed pursuant to section 383(1) of the Hong
Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation are as follows:

Actual  Contribution by
amount  the employer
of salaries, to social

discretionary insurance Actual

bonus and and welfare 0f which amount of

Discretionary  fees payable plans, housing payment  remuneration

Salaries bonus (pre-tax) allowance, etc. Total deferred ® paid

Executive directors

Guo Hao (2)(3) - - - - - - - -
Xu Nuojin (2)13) - - - - - - - -
Wang Jiong (2)/(4) - - - - - - - -
Li Yulin (2)/(4) - - - - - - - -
Non-executive directors

Zhang Qiuyun - - - - - - - -
Feng Ruofan (6) - - - - - - - -
Zhang Shu (6) - - - - - - - -
Mi Hongjun (6) 35 - - 35 - 35 - 35
Independent non-executive

directors

Xu Yiguo (7) 32 - - 32 - 32 - 32
Zhao Zijian (7) - - - - - - - -
Wang Maobin 0 32 - - 32 - 32 - 32
Pan Xinmin 7 234 - - 234 - 234 - 234
Gao Pingyang 0 21 - - 21 - 21 = 21
Pang Hong (7) 368 = = 368 = 368 = 368
Li Hongchang (7 428 - - 428 - 428 - 428
Jia Tingyu (7) 403 - - 403 - 403 - 403
Chan Ngai Sang (7 353 - - 353 - 353 = 353
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10 Directors’ and supervisors’ emoluments (Continued)

Actual  Contribution by
amount the employer
of salaries, to social

discretionary insurance Actual

bonus and and welfare 0f which amount of

Discretionary  fees payable  plans, housing payment  remuneration

Salaries bonus (pre-tax)  allowance, etc. Total deferred ® paid @

Supervisors

You Xiang (2)8) - - - - - - - -
Zhang Ke (2)/(5) - - - - - - - -
Dan Limin (5) - 206 280 486 38 524 119 405
Wang Xiaoyan (5) - - - - - - - -
Yan Yongfu (5) = = = = = = = =
Lu Suyue (5) 10 - - 10 - 10 - 10
Li Xingzhi (5) 43 - - 43 - 43 - 43
Gu Xiujuan (5) %] - - 43 - 43 - %]
Liu Xia (5) 43 - - 43 - 43 - 43
Zhang Yixian (5) - 4“7 394 811 74 885 - 885
Li Weizhen (5) 20 - - 20 - 20 - 20
Jia Jihong (5) - - - - - - - -
Li Wanbin (5) 25 - - 25 - 25 - 25
Li Xiaojian (5) 187 - - 187 - 187 - 187
Han Wanghong (5) 197 - - 197 - 197 = 197
Sun Xuemin (5) 182 - - 182 - 182 - 182
Total 2,662 623 674 3,959 112 4,071 119 3,952
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10 Directors’ and supervisors’ emoluments (Continued)

2022
Actual  Contribution by
amount the employer
of salaries, fo social
discretionary insurance Actual
bonus and and welfare Of which amount of
Discretionary  fees payable  plans, housing payment  remuneration
Note Fees Salaries bonus (pre-tax)  allowance, etc. Total deferred © paid
Executive directors
Xu Nuojin 2) - - - - - - - -
Wang Jiong (4) - 1,282 2,619 3,901 85 3,986 1,310 2,676
Li Yulin (4 - 609 1,181 1,790 49 1,839 590 1,249
Wei Jie - 327 129 456 46 502 - 502
Non-executive directors
Zhang Qiuyun (6) = = = = = = = =
Mi Hongjun (6) 10 - - 10 - 10 - 10
Independent non-executive
directors
Pang Hong (7) 310 - - 310 - 310 - 310
Li Hongchang (7 355 - - 355 - 355 - 355
Jia Tingyu (7) 315 - - 315 - 315 - 315
Chan Ngai Sang (7 300 - - 300 - 300 = 300
Supervisors
Jia Jihong (9) - 589 284 873 78 951 - 961
Zhang Yixian (5) - 500 499 999 85 1,084 - 1,084
Li Weizhen (5) 35 - - 35 - 35 - 35
Li Wanbin (5) - - - - - - - -
Li Xiaojian (5) 185 - - 185 - 185 - 185
Han Wanghong (5) 165 - - 165 - 165 - 165
Sun Xuemin (5) 180 - - 180 - 180 - 180
Pan Xinmin 7 195 - - 195 - 195 - 195
Total 2,050 3,307 4712 10,069 343 10,412 1,900 8,512
Notes:

(1) The total amount includes contribution by the employer to social insurance and welfare plans,
housing allowance, etc.

(2) The final remunerations for Mr Guo Hao, Mr Xu Nuojin, Mr Wang Jiong, Mr Li Yulin, Mr You Xiang
and Mr Zhang Ke are still pending relevant regulatory approval. The amount of the remunerations
are not expected to have any significant impact on the Group’s consolidated financial statements
for the year ended December 31, 2023.
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10 Directors’ and supervisors’ emoluments (Continued)

Notes: (Continued)

(3) Mr Xu Nuojin resigned as Chairman of the Bank on 6 April 2023. Mr Guo Hao assumed Chairman of
the Bank on 12 June 2028.

(4) Mr Wang Jiong and Mr Li Yulin resigned as executive directors of the Bank on 8 October 2023, and
28 November 2023 respectively.

(5) Ms Jia Jihong and Ms Li Weizhen resigned as the Board of Supervisors of the Bank on 3 January
2023 and 22 February 2023 respectively. Mr Zhang Ke, Ms Gu Xiujuan, Ms Wang Xiaoyan, Mr Yan
Yongfu, Mr Lu Suyue, Mr Li Xingzhi and Mr Liu Xia were elected as Supervisors of the Bank on 12
October 2023. Ms Dan Limin was elected as Supervisor of the Bank on 21 July 2023. Mr Zhang
Yixian, Mr Li Xiaojian, Mr Han Wanghong and Sun Xuemin resigned as the Board of Supervisors of
the Bank on 12 October 2023. Mr Li Wanbin resigned as the Board of Supervisors of the Bank on
20 June 2028.

(6) Mr Feng Ruofan, Ms Zhang Shu were appointed as non-executive directors of the Bank on 28
November 2023. Mr Mi Hongjun resigned as non-executive director of the Bank on 28 November
2023.

(7) Mr Xu Yiguo, Ms Zhao Zijian, Mr Wang Maobin and Mr Gao Pingyang were elected as Independent
non-executive directors of the Bank on 28 November 2023. Ms Pang Hong, Mr Li Hongchang, Mr
Jia Tingyu and Mr Chan Ngai Sang resigned as Independent non-executive directors of the Bank
on 28 November 2023. Mr Pan Xinmin resigned as the Board of Supervisors of the Bank on 12
October 2023 and assumed the position of Independent non-executive directors of the bank on 28
November 2023.

(8) Mr You Xiang was elected as Chairman of the Board of Supervisors on 12 October 2023.

(9) The actual amount of payment deferred will be deducted according to the operation of the Bank,
taking full account of asset quality, risk and other factors.

There was no amount paid during the years ended December 31, 2023 and 2022 to the
directors in connection with their retirement from employment or compensation for loss of
office with the Group, or inducement to join the Group. There was no arrangement under which
a director or supervisor waived or agreed to waive any remuneration during the years ended
December 31, 2023 and 2022.

11 Individuals with highest emoluments

For the year ended December 31, 2023, of the five individuals with highest emoluments in the
Group, none of them are directors (2022: 1 director). The emoluments for the five highest paid

individuals is as follows:
2022

Salaries and other emoluments 4,221 4,815
Discretionary bonuses 8,812 10,457
Contribution by the employer to social insurance and welfare plans,

housing allowance, etc. 522 493
Total 13,555 15,765
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Individuals with highest emoluments (Continued)

The individual’s emoluments before individual income tax is within the following bands:

2022

RMB2,000,001 - 2,500,000 2 -
RMB2,500,001 — 3,000,000 1 3
RMB3,000,001 - 3,500,000 2 1
RMB3,500,001 — 4,000,000 - 1
Total 5 5

Impairment losses on assets

2022

Loans and advances to customers 3,555,169 7,291,092
Financial investments 6,142,350 2,372,270
Credit commitments 193,986 (312,421)
Deposits with banks and other financial institutions (1,588) 1,473
Placements with banks and other financial institutions (1,389) (12,918)
Financial assets held under resale agreements (1,155) 4,120
Lease receivables 784,935 670,438
Repossessed assets (19,777) 85,227
Others 1,907,250 1,090,246
Total 12,559,781 11,189,627
Income tax

(a) Income tax:

Current tax 516,152 126,369
Deferred tax 25(b) (772,173) 324,107
Adjustment for prior years 6,783 32,139
Total (249,238) 482,615
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Income tax (Continued)

(b) Reconciliations between income tax and accounting profit are as follows:

Note 2022

Profit before tax 2,957,089 4,307,737
Statutory tax rate 25% 25%
Income tax calculated at statutory tax rate 739,272 1,076,934
Non-deductible expenses

— Staff welfare expenses 13,920 22,740

— Impairment losses and write-offs 142,933 444,564

— Others 181,904 45,773
Non-taxable income (i) (1,519,397) (1,139,535)
Adjustment for prior years 6,783 32,139
Reversal of previously recognized

deferred tax assets 185,347 -
Income tax (249,238) 482,615

(i) The non-taxable income mainly represents the interest income from the PRC government
bonds and the dividend from security investment funds.
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14 Basic and diluted earnings per share

Note 2022

Earnings:
Net profit attributable to equity shareholders of the Bank 3,220,966 3,650,171
Less:Profit for the year attributable to other equity instruments
holders of the Bank (815,363) (809,165)

Net profit attributable to ordinary shareholders

of the Bank 2,405,603 2,841,006
Shares:
Weighted average number of ordinary shares (in thousands) (i) 36,549,823 29,685,313
Basic and diluted earnings per share attributable to ordinary

shareholders of the Bank (in RMB) 0.07 0.10

There is no difference between basic and diluted earnings per share as there were no
potentially dilutive shares outstanding during the year.

(i) Weighted average number of ordinary shares (in thousands)

2022

Number of ordinary shares as at January 1 36,549,823 20,075,000
New added weighted average number of ordinary shares - 9,610,313
Weighted average number of ordinary shares 36,549,823 29,685,313

15 Cash and deposits with the central bank

Note 2022

Cash on hand 1,963,752 2,301,915

Deposits with the central bank

— Statutory deposit reserves (a) 42,023,528 42,493,783
— Surplus deposit reserves (b) 21,796,813 31,600,103
— Fiscal deposits 1,226,861 1,162,359
Sub-total 65,047,202 75,256,245
Accrued interest 22,126 29,789
Total 67,033,080 77,587,949
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15 Cash and deposits with the central bank (Continued)

(a) The Group places statutory deposit reserves with the PBOC in accordance with relevant regulations.
As at December 31, 2023 and December 31, 2022, the statutory deposit reserve ratios applicable

to the Bank were as follows:

Reserve ratio for RMB deposits 5.00% 5.25%
Reserve ratio for foreign currency deposits 4.00% 6.00%

The statutory deposit reserves are not available for the Bank’s daily business. The subsidiaries of
the Bank are required to place statutory RMB deposits reserve at rates determined by the PBOC.

(b) The surplus deposit reserves are maintained with the PBOC for the purpose of clearing.
16 Deposits with banks and other financial institutions

Analyzed by type and location of counterparty

2022

Deposits in mainland China

- Banks 8,833,342 7,987,995
— Other financial institutions 3,916,814 1,376,672
Sub-total 12,750,156 9,364,667

— Banks 3,892,252 11,671,928
Total 16,642,408 21,036,595
Accrued interest 75,730 157,603
Less: Provision for impairment losses (5,631) (7,219)
Net carrying amount 16,712,507 21,186,979
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17 Placements with banks and other financial institutions

Analyzed by type and location of counterparty

2022

Placements in mainland China

— Banks 1,328,580 1,023,936
— Other financial institutions 34,004,958 26,944,958
Sub-total 35,333,538 27,968,894

RS e - .. 2,298,318 _
Total 35,333,538 30,267,212
Accrued interest 280,437 524,853
Less: Provision for impairment losses (22,148) (28,537)
Net carrying amount 35,591,827 30,768,528
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18 Derivative financial instruments

A derivative is a financial instrument, the value of which changes in response to the change in

a specified interest rate, commodity price, foreign exchange rate, or other similar variables.
The Group uses derivative financial instruments mainly including forwards and swaps.

The notional amount of a derivative represents the amount of an underlying asset upon which
the value of the derivative is based. It indicates the volume of business transacted by the
Group but does not reflect the risk.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in

any orderly transaction between market participates at measured date.

2023
Notional Fair value
amount Assets Liabilities
Interest rate swaps 3,980,000 24,911 27,018
Foreign exchange forwards 8,995,029 1,152 304,340
Currency swaps 699,798 7,387 -
Precious metal derivatives 958,020 - 4,231
Total 14,632,847 33,450 335,589
2022
Notional Fair value
amount Assets Liabilities
Interest rate swaps 4,760,000 19,119 18,308
Foreign exchange forwards 17,713,715 71,695 542,882
Currency swaps 168,730 2,441 1,489
Total 22,642,445 93,255 562,679
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19 Financial assets held under resale agreements

226

(a) Analyzed by type and location of counterparty

In mainland China

2022

- Banks 6,987,304 4,400,685
— Other financial institutions 49,288,624 60,785,139
Total 56,275,928 65,185,824
Accrued interest 30,460 36,658
Less: Provision for impairment losses (3,715) (4,870)
Net carrying amount 56,302,673 65,217,612

(b) Analyzed by type of security held

2022

Debt securities 56,275,928 65,185,824
Accrued interest 30,460 36,658
Less: Provision for impairment losses (3,715) (4,870)
Net carrying amount 56,302,673 65,217,612
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20 Loans and advances to customers

(a) Analyzed by nature

2022

Loans and advances to customers measured at amortised cost

Corporate loans and advances 382,387,729 358,110,380
Personal loans and advances

— Residential mortgage 119,301,979 110,005,149

— Personal consumption loans 50,113,275 40,204,885

— Personal business loans 69,160,160 65,251,482

— Others 20,925,874 22,024,647
Sub-total 259,501,288 237,486,163
Accrued interest 4,217,864 3,488,455
Less: Provision for loans and advances to customers measured

at amortised cost (21,810,666) (20,670,715)
Sub-total 624,296,215 578,414,283
Loans and advances to customers measured at fair value

through other comprehensive income
Corporate loans and advances 15,069,755 14,465,836
Discounted bills 50,503,399 74,012,306
Sub-total 65,573,154 88,478,142
Net loans and advances to customers 689,869,369 666,892,425
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20 Loans and advances to customers (Continued)

(b) Analyzed by economic sector

Loans and

advances
secured by
Amount Percentage collaterals

Renting and business activities 142,568,855 20.15% 39,284,767
Manufacturing 51,855,189 7.33% 14,805,275
Wholesale and retail trade 41,659,548 5.89% 14,916,015
Construction 39,877,989 5.64% 16,037,573
Real estate 27,906,280 3.94% 19,638,686
Water, environment and public utility 27,201,976 3.85% 10,837,924
Production and supply of electric power,

gas and water 14,336,904 2.03% 3,604,735
Transportation, storage and postal services 9,110,016 1.29% 2,438,973
Mining 7,689,542 1.09% 1,006,080
Education 6,952,118 0.98% 3,653,238
Agriculture, forestry, animal husbandry and fishery 6,525,620 0.92% 2,017,375
Accommodation and catering 2,980,200 0.42% 2,020,780
Others 18,793,247 2.65% 8,169,244
Sub-total of corporate loans and advances 397,457,484 56.18% 138,430,665
Personal loans and advances 259,501,288 36.68% 193,811,254
Discounted bills 50,503,399 7.14% 49,086,896
Gross loans and advances to customers 707,462,171 100.00% 381,328,815
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20 Loans and advances to customers (Continued)

(b) Analyzed by economic sector (Continued)

2022
Loans and
advances
secured by
Amount Percentage collaterals
Renting and business activities 121,232,536 17.71% 33,926,555
Manufacturing 57,044,502 8.34% 14,367,555
Wholesale and retail trade 41,586,599 6.08% 16,516,966
Construction 34,358,003 5.02% 14,525,914
Real estate 26,929,650 3.94% 20,018,641
Water, environment and public utility 26,099,964 3.82% 10,039,084
Production and supply of electric power,
gas and water 13,350,374 1.95% 2,706,084
Transportation, storage and postal services 9,528,057 1.39% 4,416,528
Mining 8,993,712 1.31% 774,490
Education 6,421,474 0.94% 3,187,549
Agriculture, forestry, animal husbandry and fishery 6,103,110 0.89% 2,429,688
Accommodation and catering 3,003,969 0.44% 1,984,902
Others 17,924,266 2.62% 7,332,090
Sub-total of corporate loans and advances 372,576,216 54.45% 132,226,046
Personal loans and advances 237,486,163 34.72% 183,622,045
Discounted bills 74,012,306 10.83% 73,906,495
Gross loans and advances to customers 684,074,685 100.00% 389,754,586

(c) Analysed by type of collateral

2022

Unsecured loans 135,525,928 116,432,467
Guaranteed loans 190,607,428 177,887,632
Collateralised 274,963,060 261,486,605
Pledged 106,365,755 128,267,981
Gross loans and advances to customers 707,462,171 684,074,685
Accrued interest 4,217,864 3,488,455

Less: Provision for loans and advances to customers measured

at amortised cost

(21,810,666)

(20,670,715)

Net loans and advances to customers

689,869,369

666,892,425
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20 Loans and advances to customers (Continued)

(d) Overdue loans analyzed by overdue period

Overdue more Overdue
Overdue than three more than

within three months to one year to Overdue
months one year three years more than
(inclusive) (inclusive) (inclusive) LUTCERTEETE

Unsecured loans 1,384,138 1,158,225 1,474,237 145,851 4,162,451
Guaranteed loans 5,738,600 1,051,734 2,631,554 197,988 9,619,876
Collateralised 7,114,339 1,778,711 3,715,973 573,653 13,182,676
Pledged 706,737 218,426 254,100 118 1,179,381
Total 14,943,814 4,207,096 8,075,864 917,610 28,144,384

As a percentage of gross loans

and advances to customers 2.11% 0.60% 1.14% 0.13% 3.98%
2022
Overdue more Overdue
Overdue than three more than
within three months to one year to Overdue
months one year three years more than
(inclusive) (inclusive) (inclusive) three years Total
Unsecured loans 1,441,363 1,115,015 971,169 78,500 3,606,047
Guaranteed loans 4,485,192 2,467,101 1,154,011 142,394 8,248,698
Collateralised 6,044,171 2,480,234 2,113,505 567,699 11,205,609
Pledged 1,220,891 248,725 30,448 10,000 1,510,064
Total 13,191,617 6,311,075 4,269,133 798,593 24,570,418

As a percentage of gross loans
and advances to customers 1.93% 0.92% 0.62% 0.12% 3.59%

Overdue loans represented loan, of which the whole or part of the principal or interest
were overdue for one day or more.
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20 Loans and advances to customers (Continued)

(e) Loans and advances and provision for impairment losses

Total loans and advances to customers

Loans and
advances
that are

assessed for
expected
credit losses
over the next
12 months

Loans and
advances
that are

not credit-
impaired and
assessed
for lifetime
expected
credit loss

Credit-
impaired
loans and
advances
that are
assessed
for lifetime
expected
credit loss

measured at amortised cost 604,410,800 23,025,889 14,452,328 641,889,017
Accrued interest 4,217,864 - - 4,217,864
Less: Provision for impairment losses (6,304,298) (4,174,994) (11,331,374) (21,810,666)
Carrying amount of loans and advances to

customers measured at amortised cost 602,324,366 18,850,895 3,120,954 624,296,215
Carrying amount of loans and advances to

customers measured at fair value through

other comprehensive income 65,573,154 - - 65,573,154
Total carrying amount of loans and advances

to customers 667,897,520 18,850,895 3,120,954 689,869,369

2022

Loans and Credit-

Loans and advances impaired

advances that are loans and

that are not credit- advances

assessed for impaired that are

expected and assessed assessed

credit losses for lifetime for lifetime

over the next expected expected
12 months credit loss credit loss Total

Total loans and advances to customers

measured at amortised cost 564,599,145 17,800,515 13,196,883 595,596,543
Accrued interest 3,488,455 - - 3,488,455
Less: Provision for impairment losses (8,433,119) (3,794,333) (8,443,263) (20,670,715)
Carrying amount of loans and advances to

customers measured at amortised cost 559,654,481 14,006,182 4,753,620 578,414,283
Carrying amount of loans and advances to

customers measured at fair value through

other comprehensive income 88,468,142 - 10,000 88,478,142
Total carrying amount of loans and advances

to customers 648,122,623 14,006,182 4,763,620 666,892,425
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20 Loans and advances to customers (Continued)

(f) Movements of provision for impairment losses

(i) Movements of provision for impairment of loans and advances to customers measured

at amortised cost:

Loans and
advances
that are

not credit-
impaired

and assessed
for lifetime
expected
credit loss

Loans and
advances

that are
assessed

for expected
credit
losses over
the next

12 months

Credit-
impaired
loans and
advances
that are
assessed
for lifetime
expected
credit loss

As at January 1 8,433,119 3,794,333 8,443,263 20,670,715
Transferred:
- to expected credit losses over
the next 12 months 910,595 (783,586) (127,009) -
— to lifetime expected credit losses:
not credit-impaired loans (203,429) 489,853 (286,424) -
— to lifetime expected credit losses:
credit-impaired loans (44,862) (683,686) 728,548 -
(Release)/charge for the year (2,791,125) 1,358,080 4,586,811 3,153,766
Recoveries - - 1,040,341 1,040,341
Write-offs and disposals - - (3,054,156) (3,054,156)
As at December 31 6,304,298 4,174,994 11,331,374 21,810,666
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(f) Movements of provision for impairment losses (Continued)

(i)

Notes to the consolidated financial statements
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Movements of provision for impairment of loans and advances to customers measured

at amortised cost: (Continued)

2022
Loans and Loans and Credit-
advances advances impaired
that are that are loans and
assessed not credit- advances
for expected impaired that are
credit and assessed assessed
losses over for lifetime for lifetime
the next expected expected
12 months credit loss credit loss Total
As at January 1 4,021,330 2,565,993 5,943,222 12,530,545
Arising from merger by absorption 6,160,979 1,759,740 3,561,034 11,481,753
Acquisition of subsidiary 93,788 14,009 127,270 235,067
Transferred:
— to expected credit losses over
the next 12 months 1,150,051 (551,111) (598,940) -
— to lifetime expected credit losses:
not credit-impaired loans (216,609) 1,110,877 (894,268) -
— to lifetime expected credit losses:
credit-impaired loans (120,853) (768,770) 889,623 -
(Release)/charge for the year (2,655,567) (836,405) 10,226,039 7,234,067
Recoveries - - 247,659 247,659
Write-offs and disposals - - (11,058,376) (11,058,376)
As at December 31 8,433,119 3,794,333 8,443,263 20,670,715
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234

Loans and advances to customers (Continued)
(f) Movements of provision for impairment losses (Continued)

(ii) Movements of provision for impairment of loans and advances to customers measured
at fair value through other comprehensive income:

Loans and Loans and Credit-
advances advances impaired
that are that are loans and
assessed not credit- advances

for expected impaired that are
credit and assessed assessed
losses over for lifetime for lifetime
the next expected expected

12 months credit loss credit loss

As at January 1 53,164 - 10,000 63,164
Charge for the year 401,403 - - 401,403
Write-offs and disposals - - (10,000) (10,000)
As at December 31 454,567 - - 454,567
2022

Loans and Loans and Credit-

advances advances impaired

that are that are loans and

assessed not credit- advances

for expected impaired that are

credit and assessed assessed

losses over for lifetime for lifetime

the next expected expected
12 months credit loss credit loss Total
As at January 1 6,139 - 473,981 480,120
Charge for the year 47,025 - 10,000 57,025
Write-offs and disposals - - (473,981) (473,981)
As at December 31 53,164 - 10,000 63,164

(g) Disposal of loans and advances to customers

In 2023, the Group disposed loans and advances with gross amount of RMB1,627.46
million. The total consideration received by the Group amounted to RMB1,145.91 million.

In 2022, the Group disposed loans and advances with gross amount of RMB15,669.29
million. The total consideration received by the Group amounted to RMB6,827.51 million.
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Financial investments

(Expressed in thousands of Renminbi, unless otherwise stated)

Note 2022

Financial investments at fair value through profit or loss (a) 61,148,133 35,752,312

Financial investments at fair value through other

comprehensive income

(b) 77,296,226 94,427,751

Financial investments at amortised cost (c) 248,396,468 243,257,466

Total

386,840,827 373,437,529

(a) Financial investments at fair value through profit or loss

Note 2022

Debt securities

(1)

— Government 665,573 1,049,044

— Policy banks 142,275 577,341

— Banks and other financial institutions 7,785,993 4,549,968
Sub-total 8,593,841 6,176,353
Investment fund managed by public fund manager 47,682,408 26,896,389
Investment management products managed by

securities companies 4,656,861 2,300,789
Investment management products managed by trust plans 43,754 24,465
Sub-total 52,383,023 29,221,643
Equity investments 171,269 354,316
Total 61,148,133 35,752,312

2023 ANNUAL REPORT 235



Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

21 Financial investments (Continued)

(a) Financial investments at fair value through profit or loss (Continued)

2022

Analysed into:
Debt securities:

Listed 665,573 1,049,044
Unlisted 7,928,268 5,127,309
Sub-total 8,593,841 6,176,353

Funds and other investments:
Unlisted 52,383,023 29,221,643

Equity investments:
Listed 171,269 354,316

Total 61,148,133 35,752,312

(i) As at the reporting period, certain debt securities were pledged for repurchase agreements
(Note 28(a)). No other investment was subject to material restrictions in the realization.
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Financial investments (Continued)

(b) Financial investments at fair value through other comprehensive income

Note 2022

Debt securities ()
— Government 48,334,622 67,285,715
— Policy banks 15,411,982 20,671,563
— Banks and other financial institutions 6,754,628 1,627,167
— Corporate 5,669,453 3,527,901
Sub-total 76,170,685 93,112,346
Accrued interest 970,487 1,190,526
Equity investments (i) 155,054 124,879
Total 77,296,226 94,427,751

Analysed into:
Debt securities:

Listed 50,953,132 69,217,692
Unlisted 26,188,040 25,085,180
Sub-total 77,141,172 94,302,872

Equity investments:
Unlisted 155,054 124,879

Total 77,296,226 94,427,751

(i) As at the reporting period, certain debt securities were pledged for repurchase agreements
(Note 28(a)). No other investment was subject to material restrictions in the realization.

(i) The Group designates non-trading equity investments as financial investments at fair
value through other comprehensive income. The Group did not dispose of any such equity
investment, nor transfer any cumulative gain or loss from other comprehensive income to
retained earnings during the reporting period.
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21 Financial investments (Continued)

(b) Financial investments at fair value through other comprehensive income (Continued)

(iii) Movements of provision for impairment of financial investments at fair value through other
comprehensive income are as follows:

Lifetime Lifetime
Expected expected expected

credit losses credit losses: credit losses:
over the next not credit- credit-
12 months impaired impaired

Balance at January 1 15,107 82,185 - 97,292
Charge/(release) for the period 4,132 (82,185) - (78,053)
Balance at December 31 19,239 - - 19,239
2022

Lifetime Lifetime

Expected expected expected

credit losses credit losses: credit losses:

over the next not credit- credit-
12 months impaired impaired Total
Balance at January 1 10,364 75,035 160,678 246,077
Charge for the period 4,743 7,150 6,295 18,188
Write-offs and disposal - - (166,973) (166,973)
Balance at December 31 15,107 82,185 - 97,292

- 238 ZHONGYUAN BANK CO., LTD.



Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

21 Financial investments (Continued)

(c) Financial investments at amortised cost

Note 2022

Debt securities (i)
— Government 138,604,078 127,474,950
— Policy banks 64,012,525 52,573,707
- Banks and other financial institutions 1,279,274 1,020,339
— Corporate 7,504,916 9,700,349
Sub-total 211,400,793 190,769,345
Investment management products managed
by trust plans 35,433,267 38,245,480
Debt investment plans 6,315,002 11,773,381
Investment fund managed by private fund manager 2,138,350 3,835,995
Investment management products managed
by securities companies 755,900 1,196,320
Others 400,000 400,000
Sub-total 45,042,519 55,451,176
Accrued interest 3,912,207 3,614,376
Less: Provision for impairment losses (i) (11,959,051) (6,577,431)
Total 248,396,468 243,257,466
Analysed into:
Debt securities:
Listed 140,240,443 128,213,140
Unlisted 72,443,913 64,082,004
Sub-total 212,684,356 192,295,144
Other investments:
Unlisted 35,712,112 50,962,322
Total 248,396,468 243,257,466

(i) As at the reporting period, certain debt securities were pledged for repurchase agreements
(Note 28(a)). No other investment was subject to material restrictions in the realization.
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Financial investments (Continued)

(c¢) Financial investments at amortised cost (Continued)

Movements of provision for impairment of financial investments at amortised cost are as

follows:

Expected

credit losses
over the next
12 months

Lifetime
expected
credit losses:
not credit-
impaired

Lifetime
expected
credit losses:
credit-
impaired

Balance at January 1 357,000 729,492 5,490,939 6,577,431
Transfers:
— to lifetime expected credit losses:
not credit-impaired (11,998) 11,998 - -
- to lifetime expected credit losses:
credit-impaired (47,285) (647,417) 694,702 -
(Release)/charge for the year (83,394) 3,407 6,300,390 6,220,403
Recoveries - - 486 486
Write-offs and disposal - - (839,269) (839,269)
Balance at December 31 214,323 97,480 11,647,248 11,959,051
2022
Lifetime Lifetime
Expected expected expected
credit losses credit losses: credit losses:
over the next not credit- credit-
12 months impaired impaired Total
Balance at January 1 99,140 370,685 5,174,803 5,644,628
Arising from merger by absorption 300,476 2,416,754 2,600,964 5,318,194
Transfers:
- to lifetime expected credit losses:
not credit-impaired (1,573) 1,573 - -
— to lifetime expected credit losses:
credit-impaired (2,063) (324,278) 326,341 -
(Release)/charge for the year (38,980) (1,735,242) 4,128,304 2,354,082
Recoveries - - 130,149 130,149
Write-offs and disposal - - (6,869,622) (6,869,622)
Balance at December 31 357,000 729,492 5,490,939 6,577,431

(d) Disposal of financial investments

In 2023, the Group disposed financial investments with gross amount of RMB860.82

million. The total consideration received by the Group amounted to RMB638.44 million.

In 2022, the Group disposed financial investments with gross amount of RMB9,355.91
million. The total consideration received by the Group amounted to RMB3,595.84 million.
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22 Lease receivables

Note 2022

Minimum finance lease receivables (i) 3,823,138 1,929,772
Less: unearned finance lease income (i) (824,947) (287,846)
Present value of finance lease receivables (i) 2,998,191 1,641,926
Receivables from sale-and-leaseback transactions 64,821,202 61,251,467
Sub-total 67,819,393 62,893,393
Less: provision for impairment losses (ii) (2,491,879) (2,579,325)
Total 65,327,514 60,314,068

(i) Finance lease receivables, unearned finance lease income and minimum finance lease receivables
analysed by remaining period are listed as follows:

Minimum Unearned Present

finance finance value of
lease leases finance lease
receivables income receivables

Less than 1 year 66,474 (938) 65,536

1 year to 2 year 242,216 (12,538) 229,678

2 year to 3 year 237,954 (17,702) 220,252

3 year to 5 year 412,359 (43,344) 369,015

More than 5 year 2,864,135 (750,425) 2,113,710

Total 3,823,138 (824,947) 2,998,191
2022

Minimum Unearned Present

finance finance value of

lease leases finance lease

receivables income receivables

1 year to 2 year 70,922 (2,388) 68,5634

2 year to 3 year 213,955 (756) 213,199

3 year to 5 year 249,273 (46,236) 203,037

More than 5 year 1,395,622 (238,466) 1,157,156

Total 1,929,772 (287,846) 1,641,926
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22 Lease receivables (Continued)

(i)  Movements of provision for impairment losses:

Lifetime Lifetime
Expected expected expected

credit credit credit
losses over losses: losses:
the next not credit- credit-

12 months impaired impaired

Balance at January 1 1,370,326 770,140 438,859 2,579,325
Arising from merger by absorption
Transfers:
— to expected credit losses over the
next 12 months 877 (877) - -
— to lifetime expected credit losses:
not credit-impaired (25,562) 119,029 (93,467) -
- to lifetime expected credit losses:
credit-impaired (24,597) (301,815) 326,412 -
(Release)/charge for the year (130,374) (209,557) 1,124,866 784,935
Recoveries - - 93,477 93,477
Write-offs and disposals - - (965,858) (965,858)
Balance at December 31 1,190,670 376,920 924,289 2,491,879
2022
Lifetime Lifetime
Expected expected expected
credit credit credit
losses over losses: losses:
the next not credit- credit-
12 months impaired impaired Total
Balance at January 1 1,031,496 379,196 312,807 1,723,499
Arising from merger by absorption 569,653 227,508 666,749 1,463,910
Transfers:
- to expected credit losses over the
next 12 months 416,545 (287,339) (129,206) -
— to lifetime expected credit losses:
not credit-impaired (24,878) 24,878 - -
— to lifetime expected credit losses:
credit-impaired (70,252) (30,072) 100,324 -
(Release)/charge for the year (552,238) 455,969 766,707 670,438
Recoveries - - 11,472 11,472
Write-offs - - (1,289,994) (1,289,994)
Balance at December 31 1,370,326 770,140 438,859 2,579,325

(iii) Disposal of lease receivables:

In 2023, the Group disposed lease receivables with gross amount of RMB448.86 million. The total
consideration received by the Group amounted to RMB147.17 million.
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(a)

Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

Investment in subsidiaries

The Group’s subsidiaries as at the end of the reporting period are as follows:

Amount invested Percentage of Voting  Registered LIt Place of incorporation Principal

Subsidiary Note by the Bank equity interest rights capital kI registration activity
2023 2023
% million
AB Leasing Co, Ltd. (AREBRERNERAT) 4525199 455,199 9000 90.00 90.00 300000 Augustif 2013 Zhengzhou, Henan Province Leasing
BOL Financial Leasing Co., Ltd. 2008739 2228739 ~ 5150 57.50 5750 2,000.00 December 18,2014  Luoyang, Henan Province  Leasing
(REERRERBERAT)
Xiping Zhongyuan County Bank Co., Lid. (i) 176,686 176686 4369 4369 67.64 208.52 December 17,2009 Zhumadian, Henan Province  Banking
(EFPRAERARIERAT)
Xinyang Pingaiao Zhongyuan County Bank Co., Lid. 83 38341 5.3 5113 51.73 83.52 December 13,2010 Xinyang, Henan Province  Banking
(EBTRDRAERRIBRAT)
Qixian Zhongyuan Gounty Bank Co., Ltd. 453 41531 5100 5100 51,00 50.00 December 23,2010 Hebi, Henan Province Banking
(BEDRAERAROBRAT)
Xinxiang Zhongyuan County Bank Co., Ltd. 150,306 150306 = 7846 7846 78.46 130,00 March 23, 2010 Xinxiang, Henan Province ~ Banking
(FHRHERAROBRAR)
Linzhou Zhongyuan County Bank Co., Lid. 81 29771 5100 5100 51,00 7500 September 30, 2011 Linzhou, Henan Province  Banking
(T RHEEARARAR)
Puyang Zhongyuan County Bank Co., Ltd. 0736  3073% 500 5100 51.00 58.75 March 16, 2012 Puyang, Henan Province  Banking
(BB RAEEAROBRAR)
Lushi Zhongyuan County Bank Co., Ltd. 2497 2497 - 500 5100 51,00 60.00 May 15, 2012 Sanmenxia, Henan Province  Banking
(ERARAEEAROGRAR)
Kiangeheng Zhongyuan County Bank Co., Ltd. 38,044 3804 5100 5100 51,00 61.00 October 27,2011 Xuchang, Henan Province  Banking
(ERARAEEAROGRAR)
Suiping Zhongyuan County Bank Co., Lid. 3,004 3084 502 6102 51.02 56.15 March 12, 2012 Zhumadian, Henan Province  Banking
(BT RREEARORAR)
Jiaxian Guangtian County Bank Co., Ltd. = - 2 N 51.28 78.00 October 23,2009 Pingdingshan, Henan Province Banking
(NERRHERGROERAT)
Henan Luanchuan Minfeng County Bank Co., Lid. (i) 180,854 160854 3083 3033 55.69 15240 June 12, 2008 Luanchuan, Henan Province  Banking
(BRI REREEARERAR)
Mengjin Minfeng County Bank Co., Ltd. (i) 140376 140376 3458 3458 61.08 150.00 November 23, 2011 Mengjin, Henan Province  Banking
(EARERERAROARAT)
Shenzhen Nanshan Baosheng County Bank Co., Ltd. () 49510 419510 4205 4205 50.67 713,50 March 16, 2011 Nanshan, Shenzhen City ~ Banking
(RIBUELHERARARRAT)
Luohe Yancheng Zhongyuan County Bank Co., Ltd. 25201 245,201 5100 5100 51.00 300.00 July 12, 2011 Luohe, Henan Province Banking
(EABHRRHERTARRELT)
Total 8,312,875 8,312,875
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Investments in subsidiaries and interest in joint venture (Continued)

(a)

(b)

Investment in subsidiaries (Continued)

Note:

(i)

As at December 31, 2023 and 2022, the Bank holds 43.69%, 30.33%, 34.58% and 42.05%
of equity interest of Xiping Zhongyuan County Bank Co., Ltd. (“Xiping Zhongyuan”), Henan
Luanchuan Minfeng County Bank Co., Ltd. (‘Luanchuan Minfeng”), Mengjin Minfeng County
Bank Co., Ltd. (“Mengjin Minfeng”) and Shenzhen Nanshan Baosheng County Bank Co., Ltd.
(“Nanshan Baosheng”) respectively. According to the concerted action arrangement between
the Bank and other shareholders, as at December 31, 20283, the voting rights ratio of the
Bank for Xiping Zhongyuan, Luanchuan Minfeng, Mengjin Minfeng and Nanshan Baosheng
is 67.64%, 55.69%, 61.08% and 50.67% respectively (2022: 67.64%, 55.69%, 60.35% and
50.81%), the above county banks are deemed to be controlled by the Bank.

Interest in joint venture

Note 2022

Interest in joint venture (i) 1,542,548 1,347,307

Note:

(i)

Henan Zhongyuan Consumer Finance Co., Ltd. (“Consumer Finance”) is a joint venture in
which the Bank has joint control and a 49.25% ownership interest. Consumer Finance is not
publicly listed.

Percentages of

i . N Place of
o
EBRIEAING) Pl % incorporation/ Business
Name m 2022 registration sector
Consumer Finance 49.25% 49.25%  Zhengzhou, China Consumer credit

The following table illustrates the aggregate information of the Bank’s joint venture:

2022

Aggregate carrying amount of the joint venture in the
consolidated statements of financial position of the Bank 1,542,548 1,347,307

Aggregate amounts of the Bank’s share of results of the joint venture

— Gains from continuing operations 195,241 164,075
— Other comprehensive income - -
— Total comprehensive income 195,241 164,075
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24 Property and equipment

Office
Investment Electronic Motor equipment & Construction

Premises properties  equipments vehicles others  in progress Total
Cost
At January 1, 2022 5,297,109 10,095 1,357,353 24,086 517,300 1,160,868 8,366,811
Arising from acquisition 3,614,357 21,496 298,519 13,336 89,521 22,140 4,059,369
Acquisition of subsidiary 44,768 - 540 740 91 - 46,139
Additions 49,348 4,961 70,694 BNI6S 17,711 570,121 716,590
Disposals (32,999) - (22,650) (2,774) (7,224) - (65,647)
Transfers out of construction in progress - - - - - (209,378) (209,378)
As at December 31, 2022 8,972,583 36,552 1,704,456 39,143 617,399 1,543,751 12,913,884
Additions 31,924 - 111,473 5,330 30,626 303,374 482,627
Disposals (41,749) - (50,379) (9,644) (18,218) (4,304) (124,294)
Transfers out of construction in progress - - - - - (39,085) (39,085)
As at December 31, 2023 8,962,758 36,652 1,765,550 34,829 629,707 1,803,736 13,233,132
Accumulated depreciation
At January 1, 2022 (2,576,865) (8,043)  (1,145,489) (17,025) (365,049) - (4,112,471)
Additions (389,313) (2,207) (141,086) (5,833) (72,417) - (610,856)
Disposals 25,537 - 20,131 1,087 4,897 - 51,652
As at December 31, 2022 (2,940,641) (10,250)  (1,266,444) (21,771) (432,569) - (4671,675)
Additions (554,678) (3,189) (228,974) (12,258) (68,938) - (868,037)
Disposals 8,656 - 42,988 8,359 5,781 - 65,784
As at December 31, 2023 (3,486,663) (13,439) (1,452,430 (25,670) (495,726) - (5,473,928)
Impairment
At January 1, 2022 (6,626) - (1,369) (229) (1,822) - (10,046)
Disposals - - 719 - 113 - 832
As at December 31, 2022 (6,626) - (650) (229) (1,709) - (9,214)
Disposals 6 - 159 - 28 - 193
As at December 31, 2023 (6,620) - (491) (229) (1,681) - (9,021)
Net book value
As at December 31, 2023 5,469,475 23,113 312,629 8,930 132,300 1,803,736 7,750,183
As at December 31, 2022 6,025,316 26,302 437,362 17,143 183,121 1,543,751 8,232,995

The carrying amount of the premises with incomplete title deeds as December 31, 2023
was RMB3,852.27 million (2022: RMB3,932.02 million). The Group is still in the progress of
application for the outstanding title deeds for the above premises. The directors of the Group
are of the opinion that there would be no significant cost in obtaining the title deeds.
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24 Property and equipment (Continued)

The net book values of premises as at December 31 are analyzed by the remaining terms of

the leases as follows:
2022

Held in mainland China

— Long-term leases (over 50 years) 640,125 700,749
— Medium-term leases (10 — 50 years) 3,410,952 4,375,627
— Short-term leases (less than 10 years) 1,418,398 948,940
Total 5,469,475 6,025,316

The net book value of investment properties as at December 31 are analyzed by the remaining

terms of the leases as follows:
2022

Held in mainland China
— Medium-term leases (10 — 50 years) 23,113 26,302

25 Deferred tax assets

(a) Analyzed by nature

2022

Deductible/ Deferred Deductible/ Deferred
(taxable) income (taxable) income
temporary tax assets/ temporary tax assets/
differences (liabilities) differences (liabilities)

Deferred income tax assets/(liabilities):
Allowance for impairment losses 41,381,088 10,345,272 33,285,316 8,321,329
Accrued staff cost payable 2,278,724 569,681 2,335,432 583,858
Supplemental retirement benefits 260,632 65,158 276,804 69,201
Fair value changes of financial assets (431,748) (107,937) 1,572,292 393,073
Deferred income (101,016) (25,254) 490,404 122,601
Assets appraisal and related depreciation (4,157,312) (1,039,328) (4,519,100) (1,129,775)
Deductible losses 3,298,208 824,552 6,852,292 1,713,073
Others 659,736 164,934 530,484 132,621
Net balances 43,188,312 10,797,078 40,823,924 10,205,981

246 ZHONGYUAN BANK CO., LTD.



Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

25 Deferred tax assets (Continued)

(b) Movements of deferred tax assets

Assets
Allowance for Supplemental appraisal Net balance
impairment Staff cost ~ retirement  Change in Deferred  andrelated  Deductible of deferred
losses payable benefits fair value income  depreciation losses Others  tax assets
January 1, 2022 5,345,593 275,336 58,221 191,775 131,698 (324,562) 16,640 78,425 5,773,126
Avrising from merger by
absorption 5,417,199 140,422 12,053 92,493 (14,718) (850,366) 728,951 (675,164) 4,850,870
Recognized in profit or loss (2,441,463) 168,100 (1,073) 202,713 5,621 45,153 967,482 729,360 (324,107)
Recognized in other
comprehensive income - - - (93,908) - - - - (93,908)
December 31, 2022 and
January 1, 2023 8,321,329 583,858 69,201 393,073 122,601 (1,129,775) 1,713,073 132,621 10,205,981
Recognized in profit or loss 2,023,943 (14,177) (4,043) (319,934) (147,855) 90,447 (888,521) 32,313 772,173
Recognized in other
comprehensive income - - - (181,076) - - - - (181,076)
December 31, 2023 10,345,272 569,681 65,158 (107,937) (25,254)  (1,039,328) 824,552 164,934 10,797,078
26 Goodwill
Goodwill
Cost:
At January 1, 2022 970,780
Arising from merger by absorption 1,011,270
At December 31, 2022 and December 31, 2023 1,982,050
Accumulated impairment losses:
At January 1, 2022, December 31, 2022 and December 31,2023 -
Carrying amount:
At December 31, 2022 and December 31, 2023 1,982,050
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26 Goodwill (Continued)

248

Impairment testing on goodwill
For the purpose of impairment testing, goodwill has been allocated to three individual cash

generating units (CGUs), including corporate banking, retail banking and financial markets
business. The carrying amounts of goodwill at the end of the reporting period allocated to

these units are as follows:
2022

Corporate banking 1,432,016 1,432,016
Retail banking 426,501 426,501
Financial markets business 123,533 123,533
Total 1,982,050 1,982,050

The recoverable amounts of corporate banking unit, retail banking unit and financial markets
business unit have been determined based on value-in-use calculations. These calculations
use cash flow projections based on financial budgets approved by management covering a
five-year period, and the discount rate at December 31, 2023. Cash flows beyond five-year
period are extrapolated using an estimated weighted average growth rate. The cash flows are
discounted using a discount rate which is used are pre-tax and reflect specific risks relating
to the CGUs.

At the end of the reporting period, the directors of the Bank determine that there is no
impairment of any of its CGUs containing goodwill.

Management believes that any reasonably possible change in any of these assumptions would
not cause the carrying amount of each of these CGUs to exceed its recoverable amount.
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27 Other assets

Note 2022

Interests receivable (a) 1,205,756 1,692,012
Continuing involvement assets (b) - 1,623,703
Repossessed assets (c) 1,324,697 1,346,985
Intangible assets (d) 1,204,630 1,212,291
Right-of-use assets (e) 763,173 924,500
Land use rights 884,052 919,611
Advanced payment of income tax 166,438 390,381
Leasehold improvements 281,050 328,853
Other receivables 833,595 1,031,468
Total 6,663,391 9,469,804
(a) Interests receivable
2022
Interests receivable arising from:
Investments 888,106 1,780,248
Loans and advances to customers 1,046,123 486,384
Total 1,934,229 2,266,632
Less: Provision for impairment losses (728,473) (574,620)
Net carrying amount 1,205,756 1,692,012

Interest receivable only includes interest that has been due for the relevant financial
instruments but not yet received at the balance sheet date. Interest on financial
instruments based on the effective interest method has been reflected in the balance of
corresponding financial instruments.
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27 Other assets (Continued)
(b) Continuing involvement assets

In 2020 and 2021, the Bank entered into securitization transactions by which it transferred
its loans to the structured entities which issued asset-backed securities to investors
at China Credit Assets Registration & Exchange Co., Ltd. The total loans amounted to
RMB7,523.92 million. The total consideration amounted to RMB7,523.92 million and the
Bank held the RMB1,680.28 million tranche.

The Bank retains part of interests in the form of senior and subordinated tranche which
gives rise to the Bank’s continuing involvement in the transferred assets. The financial
asset is recognized on the statements of financial position to the extent of the Bank’s
continuing involvement. The extent of the Bank’s continuing involvement is the extent to
which the Bank is exposed to the changes in the value of the transferred assets.

The Bank repurchased all existing asset-backed securities for a total amount of
RMB3,714.75 million in December 2023.

(c) Repossessed assets

2022

Repossessed assets 2,068,457 2,178,521
Less: Provision for impairment losses (743,760) (831,536)
Net carrying amount 1,324,697 1,346,985
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27 Other assets (Continued)

(d)

Intangible assets

Computer
Leasing software&
license others Total
Cost
As at January 1, 2022 173,305 1,330,644 1,503,949
Arising from acquisition 184,575 229,759 414,334
Acquisition of subsidiary - 550 550
Additions - 439,040 439,040
Disposals - (147,749) (147,749)
As at December 31, 2022 and January 1, 2023 357,880 1,852,244 2,210,124
Additions - 317,470 317,470
Disposals - (2,891) (2,891)
As at December 31, 2023 357,880 2,166,823 2,524,703
Accumulated amortization
As at January 1, 2022 - (834,224) (834,224)
Additions - (188,158) (188,158)
Disposals - 24,549 24,549
As at December 31, 2022 and January 1, 2023 - (997,833) (997,833)
Additions - (325,131) (325,131)
Disposals - 2,891 2,891
As at December 31, 2023 - (1,320,073) (1,320,073)
Impairment
As at January 1, 2022, December 31, 2022
and December 31, 2023 - - -
Net book value
As at December 31, 2023 357,880 846,750 1,204,630
As at December 31, 2022 357,880 854,411 1,212,291
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27 Other assets (Continued)

(e) Right-of-use assets

Leased Leased
properties other
and buildings equipments Total

Cost

As at January 1, 2022 1,277,083 18,628 1,295,711

Arising from acquisition 384,863 1,082 385,945

Acquisition of subsidiary 3,142 - 3,142

Additions 283,714 12,702 296,416

Disposals (267,015) (19,189) (286,204)

As at December 31, 2022 1,681,787 13,223 1,695,010

Additions 213,088 999 214,087

Disposals (253,053) (902) (253,955)

As at December 31, 2023 1,641,822 13,320 1,655,142
Accumulated depreciation

As at January 1, 2022 (589,364) (9,402) (598,766)

Additions (441,088) (16,860) (457,948)

Disposals 267,015 19,189 286,204

As at December 31, 2022 (763,437) (7,073) (770,510)

Additions (374,054) (1,360) (875,414)

Disposals 253,053 902 253,955

As at December 31, 2023 (884,438) (7,531) (891,969)
Net book value

As at January 1, 2023 918,350 6,150 924,500

As at December 31, 2023 757,384 5,789 763,173
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28 Pledged assets

(a) Assets pledged as collateral

Note 2022

For repurchase agreements

— Discounted bills 6,597,165 5,995,267
— Financial investments at fair value through profit or loss 21(a) 7,362 229,633

— Financial investments at fair value through other
comprehensive income 21(b) 17,635,933 30,240,076
— Financial investments at amortised cost 21(c) 52,782,205 69,712,291
Total 77,022,665 106,177,267

Financial assets pledged by the Group as collaterals for liabilities which are for repurchase
agreements.

(b) Received pledged assets
The Group conducts resale agreements under the usual and customary terms of
placements, and holds collaterals for these transactions. As at December 31, 2023,
the carrying amounts of the received pledged assets is RMB61,956.95 million (2022:
RMB71,282.22 million).

29 Borrowing from the central bank

2022

Due to central bank 67,644,851 42,396,477
Interest accrued 411,061 264,519
Total 68,055,912 42,660,996

Borrowing from the central bank mainly includes borrowings from the central bank and
rediscount to the central bank.
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30 Deposits from banks and other financial institutions

Analyzed by type and location of counterparty

2022

In mainland China

— Banks 8,069,249 4,990,904
— Other financial institutions 30,478,837 25,001,594
Sub-total 38,548,086 29,992,498
Accrued interest 155,877 123,538
Total 38,703,963 30,116,036

31 Placements from banks and other financial institutions

2022

In mainland China

— Banks 56,258,797 45,085,261

— Other financial institutions 6,129,999 5,277,000
Sub-total 62,388,796 50,362,261
Outside mainland China

— Banks 1,525,509 1,051,509
Sub-total 63,914,305 51,413,770
Accrued interest 568,483 392,661
Total 64,482,788 51,806,431
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32 Financial assets sold under repurchase agreements

(a) Analyzed by type and location of counterparty

2022

In mainland China

- PBOC - 30,970,000

- Banks 73,097,326 68,402,438

— Other financial institutions - 300,771
Sub-total 73,097,326 99,673,209
Outside mainland China

— Banks - 1,998,000
Sub-total 73,097,326 101,671,209
Accrued interest 23,961 34,874
Total 73,121,287 101,706,083

(b) Analyzed by collateral

2022

Debt securities 66,520,545 95,678,141
Discounted bills 6,576,781 5,993,068
Sub-total 73,097,326 101,671,209
Accrued interest 23,961 34,874
Total 73,121,287 101,706,083
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33 Deposits from customers

256

Note 2022

Demand deposits

— Corporate customers 135,256,293 154,193,374
— Individual customers 107,851,870 94,524,624
Sub-total 243,108,163 248,717,998

Time deposits

— Corporate customers 122,541,134 137,680,484
— Individual customers 411,903,209 369,528,609
O e Eewannael 07209093
Pedgeslcepesis B 71057449
_onverible agotiated depostts e Pl -
_Imward and outward rem I anee e S ... 335,408
O e Sl onal 27319943
Accrued interest 22,262,239 17,937,211
Total 859,783,781 845,257,154
Notes:

(a)

On January 19, 2023, after obtaining the proceeds from issuance of Local Government Special
Debt by Henan Provincial Department of Finance, Zhengzhou Finance Bureau deposited the
relevant funds in the form of negotiated deposit into the special RMB deposit account it opened
in the Bank. With the Finance Department of Henan Province contents to the conversion, when the
core tier-one capital adequacy ratio of the Bank is lower than 5.125%, and upon the satisfaction of
specific requirements on the Minimum Public Float prescribed by the Hong Kong Stock Exchange,
Zhengzhou Finance Bureau shall convert the negotiated deposits into Ordinary Shares of the Bank
in accordance with laws and regulations. If the conversion conditions are not satisfied, the principal
of the convertible negotiated deposit is repayable by equal annual installments based on the total
par value of the convertible negotiated deposit from 2028, i.e. 20% of the principal is repaid
annually, amounting to RMB1.6 billion.

During the term of the convertible negotiated deposits, the Bank shall report the changes in the
core tier-one capital adequacy ratio of the previous quarter by the twentieth day of the first month
of each quarter to Zhengzhou Finance Bureau. When the core tier-one capital adequacy ratio of the
Bank drops to 7.50%, and early warning is triggered, the Bank shall promptly inform Zhengzhou
Finance Bureau of the situation, formulate emergency plans, and actively take emergency measures
to improve the ability to resist risks and avoid the occurrence of triggering events.
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34 Debt securities issued

Note 2022

Interbank deposits issued (a) 120,772,690 118,759,807

Financial bonds (b) 8,997,157 13,994,121

Tier-two capital bonds (c) 2,000,000 11,999,640

Sub-total 131,769,847 144,753,568

Accrued interest 220,731 405,164

Total 131,990,578 145,158,732
Notes:

(a)

In 2023, the Bank issued a number of certificates of interbank deposits with total nominal amount of
RMB268,110.00 million and duration between 1-12 months. The coupon rates ranged from 1.80%
to 2.95% per annum.

In 2022, the Bank issued a number of certificates of interbank deposits with total nominal amount of
RMB222,100.00 million and duration between 1-12 months. The coupon rates ranged from 1.35%
to 3.30% per annum.

As at December 31, 20283, the fair value of interbank deposits issued was RMB120,149.00 million
(2022: RMB117,936.80 million).

On March 4, 2021, June 28, 2021, May 12, 2022 and June 9, 2022, the Bank issued four fixed-rate
financial bonds with a total notional amount of RMB9 billion. Pursuant to the agreement, all of the
four bonds have a term of 3 years. The coupon rate were 3.60%, 3.48%, 2.95% and 2.90% per
annum respectively. Two of these financial bonds with a total nominal amount of RMB4 billion will
mature within six months.

The bank had two financial bonds with a total notional amount of RMB5 billion redeemed in 2023.

As at December 31, 2023, the fair value of financial bonds issued was RMB9,038.84 million (2022:
RMB14,029.62 million).

Fixed rate tier-two capital bonds of RMB2 billion with a term of 10 years was issued by Bank of
JZCTS in August 2019. The bond has inherited by the Bank after the completion of the merger by
absorption. The coupon rate is 5.40% per annum.

Fixed rate tier-two capital bonds of RMB10 billion with a term of 10 years was issued by the Bank
in September 2018. The coupon rate is 5.20% per annum. The bond has been repaid in September
2023.

As at December 31, 2023, the fair value of tier-two capital bonds issued was RMB2,031.40 million
(2022: RMB12,086.64 million).
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35 Other liabilities

Note 2022

Finance lease deposits 3,939,482 4,376,771
Accrued staff cost (a) 3,019,447 3,885,445
Payment and collection clearance accounts 1,623,739 1,929,239
Continuing involvement in liabilities - 1,623,703
Lease liabilities 731,318 956,256
Other tax payable 703,205 676,005
Provisions (b) 515,664 157,100
Dividend payable 187,020 184,620
Other payable 2,234,250 1,963,610
Total 12,954,125 15,752,749

(a) Accrued staff cost

Note 2022

Salary, bonuses and allowances payable 2,230,973 3,086,208
Supplementary retirement benefits payable (1) 492,187 488,939
Labor union fee, staff and workers’ education fee 196,307 195,403
Social insurance payable 95,182 107,513
Housing allowances payable 4,798 7,382
Total 3,019,447 3,885,445

(1) Supplementary retirement benefits

The supplementary retirement benefits of the Bank include early retirement plan
and supplementary retirement plan. The early retirement benefits is provided to
employees who voluntarily agreed to retire before the retirement age during the period
from the date of early retirement to the statutory retirement date. The supplementary
retirement plan is provided to the Bank’s eligible employees.

(i) The balances of supplementary retirement benefits of the Group are as follows:

2022

Present value of early retirement plan 74,450 80,616
Supplementary retirement plan 417,737 408,323
Total 492,187 488,939
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35 Other liabilities (Continued)
(a) Accrued staff cost (Continued)

(1) Supplementary retirement benefits (Continued)

(ii) The movements of supplementary retirement benefits of the Group are as follows:

2022

As at January 1 488,939 234,629
Absorbed and consolidated subsidiaries - 253,367
Benefits paid during the year (40,091) (32,102)
Defined benefit cost recognized in profit or loss 23,918 11,472
Defined benefit cost recognized in other comprehensive

income 19,421 21,573
As at December 31 492,187 488,939

(iif) Principal actuarial assumptions of the Group are as follows:

Early retirement plan

Discount rate
Annual increase rate of internal salary

2.50%
4.50%

2022

2.50%
4.50%

Supplementary retirement plan

Discount rate

2.75%

2022

3.00%

(b) Provisions

Note 2022

Litigations and disputes provision 178,366 18,788

Credit commitments provision (i) 337,298 143,312

Total 515,664 157,100
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35 Other liabilities (Continued)

(b) Provisions (Continued)

(i) movements of credit commitments provision are as follows:

Expected

credit losses
over the next
12 months

Lifetime
expected

credit losses

not credit-
impaired

Lifetime
expected

credit losses

credit-
impaired

Balance at January 1 107,144 21,637 14,531 143,312
Transfers:
— to expected credit losses over the
next 12 months 345 (273) (72) -
— to lifetime expected credit losses
not credit-impaired (33) 53 (20) -
— to lifetime expected credit losses
credit-impaired (28) (959) 987 -
Charge/(release) for the year 221,348 (18,742) (8,620) 193,986
Balance at December 31 328,776 1,716 6,806 337,298
2022
Lifetime Lifetime
Expected expected expected
credit losses  credit losses  credit losses
over the next not credit- credit-
12 months impaired impaired Total
Balance at January 1 97,336 5,787 252,491 355,614
Arising from merger by absorption 64,154 7,858 28,107 100,119
Transfers:
— to expected credit losses over the
next 12 months 37 (28) (9) -
— to lifetime expected credit losses
not credit-impaired (411) 425 (14) -
— to lifetime expected credit losses
credit-impaired (13) (156) 169 -
(Release)/charge for the year (53,959) 7,751 (266,213) (312,421)
Balance at December 31 107,144 21,637 14,531 143,312
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36 Share capital

Authorised and issued share capital

Notes 2022

Ordinary shares in Mainland China (a) 29,604,823 29,604,823

Ordinary shares listed in Hong Kong (H-share) (b) 6,945,000 6,945,000

Total 36,549,823 36,549,823
Notes:

(a) On May 25, 2022, the Bank issued 13,324,823,322 ordinary shares to the shareholders of Bank of
Luoyang, Bank of Pingdingshan and Bank of JZCTS as the consideration to complete the merger
by absorption. After the completion of the merger by absorption, the registered capital and share
capital of the Bank increased to RMB36,549.82 million. The capital contribution was verified by
KPMG Huazhen LLP.

(b) On July 19, 2017, the Bank issued 3,000.00 million H-shares with a par value of RMB1.00 at
an offering price of HKD2.45 per share (the “H-share offering”). On August 15, 2017, the Bank
exercised the over-allotment option and issued 450.00 million H-shares with a nominal value of
RMB1.00 at HKD2.45 per share. The capital contribution was verified by KPMG Huazhen LLP.

Immediately following the H-share offering, 345 million ordinary shares in Mainland China shares
held by the National Council and Social Security Fund were converted to H-shares pursuant to the
relevant PRC regulations relating to the reduction of state-owned shares.

On May 10, 2022, the Bank issued 3,150.00 million H-shares with a par value of RMB1.00 at an
offering price of HKD1.80 per share, the registered capital and share capital of the Bank increased
to RMB23,225 million. The capital contribution was verified by KPMG Huazhen LLP.

All the above H-shares have been listed on the Stock Exchange of Hong Kong Limited. The H-shares

rank pari passu in all respects with the existing ordinary shares in Mainland China including the
right to receive all dividends and distributions declared or made.

37 Reserves

(a) Capital reserve

2022

Share premium 19,181,529 19,504,885
Changes in ownership in subsidiaries without changes in control (159,490) (159,490)
Total 19,022,039 19,345,395
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37 Reserves (Continued)

262

(a)

Capital reserve (Continued)

(i) Movements of Capital reserve are as follows:

2022

As at January 1 19,345,395 14,317,981
Issuance of H shares (1) - 1,696,208
Issuance of domestic shares for merger by absorption (2) - 3,331,206
Redemption of offshore preference shares (3) (323,356) —
Total 19,022,039 19,345,395

(1) On May 10, 2022, the increase of share premium amounting to RMB1,696.21 million was
resulted from non-public issuance of H shares of the Bank on The Stock Exchange of
Hong Kong Limited.

(2) On May 25, 2022, the increase of share premium amounting to RMB3,331.21 million was
resulted from issuance of domestic shares as the consideration to complete the merger
by absorption.

(3) On November 21, 2023, the decrease of share premium amounting to RMB323.36 million
was resulted from redemption of offshore preference shares.

(b) Surplus reserve

(c)

The surplus reserve at the end of reporting period represented statutory surplus reserve
fund and discretionary surplus reserve fund. Pursuant to the Company Law of the PRC
and the Article of Association of the Bank, the Bank is required to appropriate 10% of its
net profit as on an annual basis determined under the PRC GAAP after making good prior
year's accumulated loss, to statutory surplus reserve fund until the reserve fund balance
reaches 50% of its registered capital.

The Bank may also appropriate discretionary surplus reserve fund in accordance with the
resolution of the shareholders.

General reserve

Pursuant to the “Measures on Impairment Allowances for Financial Enterprises (Cai Jin
[2012] No. 20)" issued by the Ministry of Finance, the Bank is required to set aside a
general reserve through profit appropriation which should not be lower than 1.5% of the
ending balance of its gross risk-bearing assets on an annual basis. If this is difficult to
reach 1.5% at one time, general reserve could be set aside by years, which should not
exceed 5 years in principle.
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37 Reserves (Continued)

(d) Other reserves

Note 2022

Investment revaluation reserve (i) 417,855 (115,682)
Impairment reserve (ii) 473,806 160,456
Deficit on remeasurement of net defined benefit liability (iii) (44,976) (25,555)
Total 846,685 19,219

(i) Investment revaluation reserve

2022

As at January 1 (115,682) (378,330)
Changes in fair value recognised in other comprehensive income 427,861 458,427
Transfer to profit or loss upon disposal 283,521 (108,230)
Less: deferred income tax (177,845) (87,549)
Total 417,855 (115,682)

(ii) Impairment reserve

2022

As at January 1 160,456 726,197
Impairment losses recognized in other comprehensive income 313,350 (565,741)
Total 473,806 160,456

(iii) Deficit on remeasurement of net defined benefit liability

Deficit on remeasurement of net defined benefit liability represents actuarial gains or
losses, net of tax, from remeasuring the net defined benefit liability.

2022

As at January 1 (25,555) (3,982)
Changes in fair value recognised in other comprehensive income (19,421) (21,573)
Total (44,976) (25,555)
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38 Retained earnings

264

(a)

(b)

(c)

(d)

Appropriation of profits

In accordance with the resolution of the Bank’s board of directors meeting held on March
28, 2024, the proposed profit appropriations of the Bank for the year ended December
31, 2023 is listed as follows:

— Appropriation of statutory surplus reserve of the Bank amounted to RMB303.51
million;

— Appropriation of general reserve of the Bank amounted to RMB2,700.00 million; and
—  The Bank will not distribute cash dividend to common shareholders.

The profit appropriation resolution mentioned above has yet to be approved by the Bank's
shareholders.

In accordance with the resolution of the 2022 annual general meeting of the Bank held
on June 16, 2023, the proposed profit appropriations of the Bank for the year ended
December 31, 2022 is listed as follows:

— Appropriation of statutory surplus reserve of the Bank amounted to RMB379.59
million;

— Appropriation of general reserve of the Bank amounted to RMB3,700.00 million; and
—  The Bank will not distribute cash dividend to common shareholders.

As at December 31, 2023, the consolidated retained profits attributable to equity
shareholders of the Bank included an appropriation of RMB629.39 million of surplus
reserve made by subsidiaries (2022: RMB582.22 million).

Distribution of dividend on preference shares

A cash dividend at the dividend rate of 5.60% per annum related to preference shares
amounting to USD86.80 million (tax included) in total was approved at the Board of
Directors’ Meeting held on August 30, 2023 and distributed on November 21, 2023.

A cash dividend at the dividend rate of 5.60% per annum related to preference shares
amounting to USD86.80 million (tax included) in total was approved at the Board of
Directors’ Meeting held on September 29, 2022 and distributed on November 22, 2022.

Distribution of interest on perpetual bonds

The Bank distributed a dividend of RMB192 million to the perpetual bond holders in 2023
(2022: RMB192 million).
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38 Retained earnings (Continued)
(e) Movements in components of equity

Details of the changes in the Bank’s individual components of equity for the year 2023
and 2022 are set out below.

Other
Share equity Capital Surplus General Other Retained

capital instruments reserve reserve reserve reserves earnings

Balance at January 1, 2023 36,549,823 13,632,510 19,504,885 2,804,300 12,782,754 20,632 3,405,279 88,700,183

Changes in equity for the year:

Net profit for the year - - - - - - 3,035113 3,035,113
Other comprehensive income - - - - - 819,909 - 819,909
Total comprehensive income - - - - - 819,909 3,035,113 3,855,022
Issuance of perpetual bond - 9,999,217 - - - - - 9,999,217
Redemption of offshore preference

shares - (9,632,790)  (323,356) - - - - (9,956,146)
Appropriation to surplus reserve - - - 303,511 - - (303,511) -
Appropriation to general reserve - - - - 2,700,000 - (2,700,000) =
Cash dividends on preference

shares - - - - - - (623,363)  (623,363)
Cash interests on perpetual bond - - - - - - (192,000)  (192,000)

Balance at December 31, 2023 36,549,823 13,998,937 19,181,529 3,107,811 15,482,754 840,541 2,621,518 91,782,913

Other
Share equity Capital Surplus General Other Retained
capital  instruments reserve reserve reserve reserves earnings Total
Balance at January 1, 2022 20,075,000 9,632,791 14,477,471 2,424,709 9,082,754 345901 4,498,124 60,536,750
Changes in equity for the year:
Net profit for the year - - - - - - 379911 3,795911
Other comprehensive income - - - - - (325,269) - (325,269)
Total comprehensive income - - - - - (325,269) 3,795,911 3,470,642
Issuance of H shares 3,150,000 - 1,696,208 - - - - 4,846,208
Issuance of shares for merger
by absorption 13,324,823 - 3,331,206 - - - - 16,656,029
Arising from merger by absorption - 3,999,719 - - - - - 8999,719
Appropriation to surplus reserve - - - 379,591 - - (379,591) -
Appropriation to general reserve - - - - 3,700,000 - (3,700,000) -
Cash dividends on preference
shares - - - - - - (617,165) (617,165)
Cash interests on perpetual bond - - - - - - (192,000) (192,000)

Balance at December 31, 2022 36,549,823 13,632,510 19,504,885 2,804,300 12,782,754 20,632 3,405,279 88,700,183
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39 Other equity instruments
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(a) Preference Shares

(i) Preference shares outstanding

The Bank issued the Notice on the Proposed Redemption of the Offshore Preference
Shares on August 30, 2023, the Redemption of Offshore Preference Shares on
September 26, 2023, and the Notice on Completion of Redemption of the Offshore
Preference Shares on November 22, 2023. Pursuant to the terms and conditions of
the Offshore Preference Shares and the reply letter from Henan Office of National
Administration of Financial Regulation, the Bank redeemed all the Offshore Preference
Shares on November 21, 2023 (the “Redemption Date”). The aggregate price of
the Redemption was USD1,473,120,000 (being the sum of (i) the total liquidation
preference amount of the Offshore Preference Shares of US$1,395,000,000 and (ii)
the Dividends on Offshore Preference Shares of US$78,120,000). Upon redemption
and cancellation of the outstanding amount of the Offshore Preference Shares, there
was no Offshore Preference Shares outstanding as at December 31, 20283.

The Bank’s preference shares outstanding as at December 31, 2022 are as follows:

Dividend
Financial instrument yield ratio/ In original Conversion
outstanding Time issued Classifications interest rate  Issue price ~ Quantities  currency InRMB  Maturity ~conditions

million million

Offshore preference  November 21, 2018 Equity 5.60% USD20/share 69,750,000 1,395 9,688 None  Mandatory
shares conversion
trigger events

Less: issuing cost (55)

Book value 9,633
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39 Other equity instruments (Continued)

(a) Preference Shares (Continued)

(ii) Main clause

(1)

2)

(3)

Dividend

Fixed rate for a certain period after issuance. Dividend reset every 5 years
thereafter to the sum of the benchmark rate and the fixed spread. The fixed
spread will be equal to the spread between the dividend rate at the time of
issuance and the benchmark rate. The fixed spread will remain unchanged
throughout the term of the preference shares. Dividends will be paid annually.

If the Bank has distributable after-tax profit after making up for previous years’
losses and contributing to the statutory reserve and general reserve, the Bank
may pay dividends to the offshore preference shareholders in accordance with
the articles of association of the Bank, provided that the capital adequacy ratio of
the Bank meets regulatory requirements. The offshore preference shareholders
shall rank in priority to the ordinary shareholders in terms of dividend distribution.

Any declaration and payment of all of the dividends on the offshore preference
shares by the Bank will be determined by the board in accordance with the
authorisation given by the general meeting. Any cancellation of all or part of the
dividends on the offshore preference shares shall be subject to the consideration
and approval by the general meeting. If the Bank cancels all or part of the
distribution of dividends on the offshore preference shares, the Bank shall not
distribute any dividends to the ordinary shareholders from the next day following
the resolution being approved at the general meeting until the resumption of
payment of dividends in full.

Dividend accumulation

The dividends on the offshore preference shares will be non-cumulative (namely,
in the event of any cancellation by the Bank of all or part of the dividends on the
offshore preference shares, any amount of dividends not paid to the offshore
preference shareholders in full in the current period will not be accumulated to
the following dividend periods).

Distribution of residual profits

After receiving the dividends at the prescribed dividend rate, the offshore
preference shareholders shall not be entitled to any distribution of residual
profits of the Bank together with the ordinary shareholders.
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(a) Preference Shares (Continued)

(ii) Main clause (Continued)

(4)

()

(6)

Mandatory conversion trigger events

Upon the occurrence of an additional tier 1 capital trigger event (namely, the
core tier 1 capital adequacy ratio of the Bank falling to 5.125% or below),
the Bank shall have the right to convert, without the approval of the offshore
preference shareholders, all or part of the offshore preference shares then
issued and outstanding into H Shares based on the aggregate value of such
offshore preference shares in order to restore the core tier 1 capital adequacy
ratio of the Bank to above 5.125%. In case of partial conversion, the offshore
preference shares shall be converted ratably and on the same conditions. Upon
conversion of the offshore preference shares into H Shares, such H Shares will
not be converted back to preference shares under any circumstances.

Upon the occurrence of a tier 2 capital trigger event, the Bank shall have the
right to convert, without the approval of the offshore preference shareholders,
all of the offshore preference shares then issued and outstanding into H Shares
based on the aggregate value of such offshore preference shares. Upon
conversion of the offshore preference shares into H Shares, such H Shares will
not be converted back to preference shares under any circumstances. A tier
2 capital trigger event means the earlier of the following events (1) the former
CBRC having concluded that without a conversion or write-off of the Bank's
capital, the Bank would become non-viable, and (2) the relevant authorities
having concluded that without a public sector injection of capital or equivalent
support, the Bank would become non-viable.

Conditional redemption

From the fifth year following the date of issuance of the offshore preference
shares, and subject to obtaining the approval of the former CBRC or its affiliates
and the compliance with the relevant requirements, the Bank shall have the right
to redeem all or part of the offshore preference shares. The redemption price of
the offshore preference shares will be an amount equal to the issue price plus
the amount of dividend declared but unpaid for the current period.

Changes in preference shares outstanding

Preference Shares Outstanding December 31, 2022 Decrease during the year December 31, 2023
Book value Book value Book value
Quantities (In RMB million) Quantities (In RMB million) Quantities (In RMB million)

Offshore Preference Shares 69,750,000 9,633 (69,750,000) (9,633) - -
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39 Other equity instruments (Continued)
(b) Perpetual Bond

(i) Perpetual Bond outstanding

Dividend In original

yield ratio/ currency
Financial instrument outstanding Time issued Classifications Interestrate  Issue price  Quantities million In RMB million
Perpetual Bonds December 2, 2020 Equity 4.80% 00CNY 10,000,000 1,000 1,000

Perpetual Bonds June 25, 2021 Equity 4.80% 00CNY 20,000,000 2,000 2,000

t 1
Perpetual Bonds June 25, 2021 Equity 4.80% 100CNY 10,000,000 1,000 1,000
t 1
Perpetual Bonds August 15, 2023 Equity 4.60% 100CNY 100,000,000 10,000 10,000

Less: issuing cost (1.06)

Book value 13,998.94

(ii) Main clause

With the approvals of relevant regulatory authorities, Bank of Pingdingshan issued
RMB 1,000 million and RMB 1,000 million of Perpetual Bonds on December 2, 2020
and June 25, 2021 respectively in the National Interbank Bond Market. Bank of
Luoyang issued RMB2,000 million of Perpetual Bond on June 25, 2021 in the National
Interbank Bond Market. The Bank inherited the Perpetual Bond after the completion
of the merger by absorption.

With the approvals of relevant regulatory authorities, the Bank issued RMB10 billion
of perpetual bonds on August 15, 2023 in the National Interbank Bond Market.
The funds raised by the Bank from the bonds are used to supplement additional
tier 1 capital of the Bank in accordance with the relevant laws and approvals by
regulatory authorities.

(1) Interest

Each Perpetual Bond has a par value of RMB100. The interest rate of the
inherited bonds for the first five years are 4.8%, resetting every 5 years. The
interest rate of Perpetual Bond issued in 2023 is 4.6% during the first five years,
and will be reset every 5 years. The rates are determined by a benchmark rate
plus a fixed spread.

(2) Interest stopper and setting mechanism

The interest payment for Perpetual Bonds is non-cumulative. The Bank shall
have the right to cancel, in whole or in part, distributions on the interest payment
and any such cancellation shall not constitute an event of default. The Bank
may, at its sole discretion, use the proceeds from the cancelled distributions to
meet other obligations as they fall due. However, the Bank shall not distribute
profits to ordinary shareholders until resumption of full interest payment.
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39 Other equity instruments (Continued)

(b) Perpetual Bond (Continued)

(ii) Main clause (Continued)
(3) Order of distribution and liquidation method

The claims in respect of Perpetual Bonds will be subordinated to claims of
depositors, general creditors, and subordinated indebtedness that rank senior
to Perpetual Bonds, and will rank in priority to all classes of shares held by
shareholders of the Bank. Perpetual Bond will rank pari passu with the claims in
respect of any other Additional Tier 1 Capital instruments of the Bank that rank

pari passu with the Perpetual Bonds.

(4) Write down conditions

Upon the occurrence of a Non-Viability Trigger Event, the Bank has the right to
write down all or part of the nominal amount of the outstanding Perpetual Bonds

without the need for the consent of the bond holders.

(56) Redemption

The duration of the Perpetual Bonds is the same as the continuing operation of
the Bank. Five years after the issuance date of the Perpetual Bonds, the Bank
shall have the right to redeem them in whole or in part on each distribution
payment date (including the fifth distribution payment date since the issuance).
In the event that the Perpetual Bond is not classified as additional tier 1 capital
due to unpredicted changes in regulations, the Bank shall have the right to

redeem Perpetual Bonds fully instead of partly.

40 Involvement with unconsolidated structured entities

(a) Structured entities sponsored by third party institutions in which the Group holds

an interest

The Group holds interests in certain structured entities sponsored by third party institutions
throughinvestmentsin the unitsissued by these structured entities. Such structured entities
include investment management products under trust scheme, investment management
products managed by securities companies and wealth management products issued by
financial institutions. The nature and purpose of these structured entities are to generate
fees from managing assets on behalf of third party investors. These vehicles are financed

through the issue of units to investors.
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40 Involvement with unconsolidated structured entities (Continued)

(a)

(b)

Structured entities sponsored by third party institutions in which the Group holds
an interest (Continued)

The following table sets out an analysis of the carrying amounts of interests held by the
Group in unconsolidated structured entities, as well as an analysis of the line items in the
consolidated statements of financial position in which relevant assets are recognized as
at December 31:

Carrying Maximum
amount exposure

Financial investments at fair value through profit or loss 52,383,023 52,383,023
Financial investments at amortised cost 30,927,881 30,927,881
Total 83,310,904 83,310,904
2022

Carrying Maximum

amount exposure

Financial investments at fair value through profit or loss 29,221,644 29,221,644
Financial investments at amortised cost 41,768,635 41,768,635
Total 70,990,279 70,990,279

As at December 31, 2023 and 2022, the carrying amounts of the unconsolidated structural
entities are equal to the maximum exposures.

Structured entities sponsored by the Group which the Group does not consolidate
but holds an interest in

The types of unconsolidated structured entities sponsored by the Group include non-
principal guaranteed wealth management products. The nature and purpose of these
structured entities are to generate fees from managing assets on behalf of investors.
These structured entities are financed through the issue of units to investors. Interest
held by the Group includes investments in units issued by these structured entities and
fees charged by providing management services. As at December 31, 2023 and 2022,
the carrying amounts of the investments in the units issued by these structured entities
and management fee receivables being recognized are not material in the statement of
financial positions.

As at December 31, 2023, the amount of assets held by the unconsolidated non-principal

guaranteed wealth management products, which are sponsored by the Group, was
RMB70,671.55 million (2022: RMB93,268.96 million).
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Involvement with unconsolidated structured entities (Continued)

(c) Unconsolidated structure entities sponsored by the Group during the years which
the Group does not consolidate but have an interest in as at December 31:

For the year ended December 31, 2023, the aggregated amount of the non-principal
guaranteed wealth management products sponsored and issued by the Group after
January 1, but matured before December 31 amounted to RMB52.25 million (2022:
RMB445.00 million).

Capital management

The Group’s capital management includes capital adequacy ratio management, capital
financing management and economic capital management, of which the primary focus is
on capital adequacy ratio management. The Group calculates the capital adequacy ratio in
accordance with guidelines issued by the former CBRC. The capital of the Group is divided
into core tier-one capital, other tier-one capital and tier-two capital.

Capital adequacy ratio management is the key in capital management. The capital adequacy
ratio reflects the soundness of the Group’s operations and risk management capabilities. The
main objective in capital adequacy ratio management is to set an optimal capital adequacy
ratio that meets the regulatory requirements by benchmarking against the capital adequacy
ratio level of leading peer banks with reference to its own business environment and conditions.

The Group considers its strategic development plans, business expansion plans and risk
variables when conducting scenario analysis and stress testing and executing other measures
to forecast, plan and manage its capital adequacy ratio.

The Group calculates its capital adequacy ratios in accordance with “Regulation Governing
Capital of Commercial Banks (Provisional)” and other relevant regulations promulgated by the
former CBRC.

The former CBRC requires commercial banks to meet the requirements of capital adequacy
ratios by the end of 2018 in accordance with “Regulation Governing Capital of Commercial
Banks (Provisional)”. For non-systemically important banks, the minimum ratios for core
tier-one capital adequacy ratio, tier-one capital adequacy ratio and capital adequacy ratio
are 7.50%, 8.50% and 10.50%, respectively.

The on-balance sheet risk-weighted assets are measured using different risk weights, which
are determined according to the credit, market and other risks associated with each asset
and counterparty, taking into account any eligible collaterals or guarantees. Similar treatment
is adopted for off-balance sheet exposure, with adjustments made to reflect the more
contingent nature of any potential losses. Market risk-weighted assets are calculated using
the standardised approach. Operational risk-weighted assets are calculated using basic
indicator approach.

The capital adequacy ratios and related components of the Group illustrated below are

computed based on the Group’s statutory financial statements prepared in accordance with
PRC GAAP.
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41 Capital management (Continued)

The Group’s capital adequacy ratios as at December 31 calculated in accordance with
“‘Regulation Governing Capital of Commercial Banks (Provisional)” and relevant requirements

promulgated by the former CBRC are as follows:

Core tier-one capital adequacy ratio 8.10% 7.98%
Tier-one capital adequacy ratio 10.44% 9.47%
Capital adequacy ratio 11.64% 11.83%
Core tier-one capital 80,092,221 77,503,693
Deductions of core tier-one capital (3,186,680) (3,194,341)
Net core tier-one capital 76,905,541 74,309,352
Other tier-one capital 22,265,699 13,893,485
Net tier-one capital 99,171,240 88,202,837
Tier-two capital 11,456,163 21,939,248
Net capital base 110,627,403 110,142,085
Total risk weighted assets 950,017,363 930,901,630

42 Notes to the consolidated cash flow statement

(a) Net (decrease)/increase in cash and cash equivalents

2022

Cash and cash equivalents as at December 31 101,193,704 125,893,084
Less: Cash and cash equivalents as at January 1 125,893,084 71,891,805
Net (decrease)/increase in cash and cash equivalents (24,699,380) 54,001,279
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42 Notes to the consolidated cash flow statement (Continued)

(b) Cash and cash equivalents

2022

Cash on hand 1,963,752 2,301,915
Deposits with the central bank 21,796,813 31,600,103
Deposits with banks and other financial institutions 12,692,700 15,108,605
Financial assets held under resale agreements 56,275,928 65,185,824
Placements with banks and other financial institutions 8,464,511 11,696,637
Total 101,193,704 125,893,084

activities:

Debt
securities

issued

Lease
liabilities

(c) Reconciliation of movements of liabilities to cash flows arising from financing

At January 1, 2023 145,158,732 956,256 146,114,988
Changes from financing cash flow

Proceeds received from debt securities issued 252,090,860 - 252,090,860
Interest paid on debt securities issued (3,900,023) - (3,900,023)
Repayment of debt securities issued (265,077,664) - (265,077,664)
Capital element of lease liabilities paid - (395,795) (395,795)
Interest element of lease liabilities paid - (38,628) (38,628)
Total changes from financing cash flows (16,886,827) (434,423) (17,321,250)
Other changes:

Interest expense 3,718,673 33,145 3,751,818
Increase in lease liabilities - 176,340 176,340
Total other changes 3,718,673 209,485 3,928,158
At December 31, 2023 131,990,578 731,318 132,721,896
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activities: (Continued)

42 Notes to the consolidated cash flow statement (Continued)

(c) Reconciliation of movements of liabilities to cash flows arising from financing

Debt
securities Lease

issued liabilities Total
At January 1, 2022 96,843,899 727,233 97,571,132
Proceeds from merger by absorption 26,449,640 341,458 26,791,098
Changes from financing cash flow
Proceeds received from debt securities issued 242,228,105 - 242,228,105
Interest paid on debt securities issued (3,267,764) - (3,267,764)
Repayment of debt securities issued (220,283,385) (220,283,385)
Capital element of lease liabilities paid - (354,781) (354,781)
Interest element of lease liabilities paid - (49,190) (49,190)
Total changes from financing cash flows 18,676,956 (403,971) 18,272,985
Other changes:
Interest expense 3,188,237 57,416 3,245,653
Increase in lease liabilities - 234,120 234,120
Total other changes 3,188,237 291,536 3,479,773
At December 31, 2022 145,158,732 956,256 146,114,988
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43 Related party relationships and transactions
(a) Relationship of related parties:

(i) Major shareholders

Major shareholders include shareholders of the Bank with direct or indirect 5% or
above shareholding, or with the right to appoint a director in the Bank.

Shareholding in the Bank:

2022

Henan Investment Group Co., Ltd. 6.20% 6.20%
Jiangsu Wuzhong Group Co., Ltd. 1.15% 1.15%

(ii) Subsidiaries and joint venture of the Bank

The detailed information of the Bank's subsidiaries and joint venture are set out in
Note 23.

(iii) Other related parties

Other related parties can be individuals or enterprises, which include: members
of the board of directors and senior management, and close family members of
such individuals; entities (and their subsidiaries) controlled or jointly controlled
by members of the board of directors and senior management, and close family
members of such individuals; and entities controlled or jointly controlled by the major
shareholders of the Bank as set out in Note 43(a) or their controlling shareholders.

(b) Related party transactions and balances:

(i) Transactions between the Bank and major shareholders:

2022

Transactions during the year:

Interest income 41,763 58,701
Interest expense 1,538 319
Operating expenses 1,308 233

2022

Balances at end of the year:

Loans and advances to customers 1,243,252 1,253,262
Right-of-use assets 2,909 116
Deposits from customers 181,825 55,583
Lease liabilities 2,796 349
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43 Related party relationships and transactions (Continued)
(b) Related party transactions and balances: (Continued)

(ii) Transactions between the Bank and subsidiaries:

The subsidiaries of the Bank are its related parties. The transactions between the
Bank and its subsidiaries and among the subsidiaries are eliminated on combination
and therefore are not disclosed in this note.

(iii) Transactions between the Bank and other related parties and joint venture:

2022

Transactions during the year:

Interest income 985,997 832,057
Interest expense 313,049 19,081
Operating expense - 8,965
Assets disposal 853,289 30,100

Balances at end of the year:

2022

Loans and advances to customers 14,963,389 8,604,902
Lease receivables 671,563 330,776
Financial investments 332,353 4,087,697
Placements with banks and other financial institutions 2,024,213 2,580,576
Deposits with banks and other financial institutions 79,289 -
Right-of-use assets - 17,436
Deposits from customers 5,193,948 1,013,770
Deposits from banks and other financial institutions 1,864,827 2,849,005
Lease liabilities - 19,714

Balances of items off the consolidated statement of financial

position outstanding at the end of the year:

2022

Bank acceptances 1,938,287 -

Letters of credit 457,080 11,250

Letters of guarantees 3,010 -
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43 Related party relationships and transactions (Continued)

(c) Key management personnel

278

The key management personnel are those persons who have the authority and responsibility
to plan, direct and control the activities of the Group, directly or indirectly, including
members of the board of directors, the supervisory board and executive officers.

(i) Transactions between the Bank and key management personnel

2022

Transactions during the year:
Interest income 665 1,169
Interest expense 315 641

2022

Balances at end of the year:
Loans and advances to customers 12,565 21,938
Deposits from customers 9,855 23,929

(ii) Key management personnel compensation

The aggregate compensation of key management personnel is listed as follows:

2022

Salaries and other emoluments 12,044 12,100
Discretionary bonuses 18,048 19,579
Contribution by the employer to social insurance and welfare

plans, housing allowance, etc. 1,416 1,218
Total 31,508 32,897

(d) Loans and advances to directors, supervisors and officers

Loans and advances to directors, supervisors and officers of the Group disclosed
pursuant to section 78 of Schedule 11 to the new Hong Kong Companies Ordinance (Cap.
622), with reference to section 161 of the predecessor Hong Kong Companies Ordinance

(Cap. 32), are as follows:
2022
Aggregate amount of relevant loans outstanding

at the end of the year 6,887 6,466

Maximum aggregate amount of relevant loans outstanding
during the year 6,887 6,466

There was no amount due but unpaid, nor any impairment provision made against the
principal or interest on these loans at December 31, 2023 and 2022.

ZHONGYUAN BANK CO., LTD.



Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

44 Segment reporting

The Group manages its business by business lines. Consistent with the way in which information
is reported internally to the Group’s most senior executive management for the purposes
of resource allocation and performance assessment, the Group defines reporting segments
based on the following operating segments:

Corporate banking

This segment represents the provision of a range of financial products and services to
corporations, government agencies and financial institutions. These products and services
include corporate loans and advances, trade financing and deposit taking activities, agency
services, consulting and advisory services, remittance and settlement services and guarantee
services.

Retail banking

This segment represents the provision of a range of financial products and services to retail
customers. These products and services include personal loans and deposit taking activities,
bank card business, personal wealth management services and remittance services.

Financial markets business

This segment covers the Group’s financial markets business operations. The financial markets
business enters into inter-bank money market transactions, repurchases transactions and
investments. It also trades in debt securities. The financial markets business segment also
covers management of the Group's overall liquidity position, including the issuance of debts.

Others

These represent assets, liabilities, income and expenses which cannot directly attributable or
cannot be allocated to a segment on a reasonable basis.

Measurement of segment assets and liabilities and of segment income, expenses and results
is based on the Group’s accounting policies.

Internal charges and transfer prices are determined with reference to market rates and have
been reflected in the performance of each segment. Interest income and expense earned
from third parties are referred to as “external net interest income/expense”. Net income and
expense arising from internal charges and transfer pricing adjustments are referred to as
“internal net interest income/expense”.
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44 Segment reporting (Continued)
Others (Continued)

Segment income, expenses, assets and liabilities include items directly attributable to a
segment as well as those that can be allocated on a reasonable basis. Segment income,
expenses, assets and liabilities are determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation process. Segment capital expenditure
is the total cost incurred during the year 2023 and 2022 to acquire property and equipment,
intangible assets and other long-term assets.

Financial

Corporate Retail markets
banking banking business Others

Operating income
External net interest income/

(expense) 18,576,140 (1,104,717) 4,791,584 - 22,263,007
Internal net interest (expense)/
income (4,638,586) 6,671,191 (2,032,605) - -
Net interest income 13,937,554 5,566,474 2,758,979 - 22,263,007
Net fee and commission income/
(expense) 885,735 (172,819) 605,604 - 1,318,520
Net trading gains 250,282 - 61,864 - 312,146
Net gains arising from investment
securities 8,743 - 1,883,470 - 1,892,213
Other operating income 33,714 252,741 1,996 109,081 397,532
Operating income 15,116,028 5,646,396 5,311,913 109,081 26,183,418
Operating expenses (4,623,521) (3,257,866) (1,814,570) (1,165,832) (10,861,789)
Impairment losses on assets (8,946,409) (2,341,814) (1,246,971) (24,587) (12,559,781)
Share of profits of joint venture - - 195,241 - 195,241
Profit/(loss) before tax 1,546,098 46,716 2,445,613 (1,081,338) 2,957,089
Segment assets 575,343,116 289,311,070 465,676,702 5,318,531 1,335,649,419
Deferred tax assets - - - 10,797,078 10,797,078
Total assets 575,343,116 289,311,070 465,676,702 16,115,609 1,346,446,497
Segment liabilities 323,859,027 539,268,617 378,234,960 8,195,722 1,249,558,326
Total liabilities 323,859,027 539,268,617 378,234,960 8,195,722 1,249,558,326

Other segment information
— Depreciation and amortization 883,993 357,033 432,896 27,045 1,700,967

— Capital expenditure 438,168 176,970 214,573 13,406 843,117
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44 Segment reporting (Continued)

Others (Continued)

2022
Financial
Corporate Retail markets
banking banking business Others Total
Operating income
External net interest income 15,540,825 1,819,487 3,915,947 - 21,276,259
Internal net interest (expense)/
income (3,000,557) 4,167,619 (1,167,062) - -
Net interest income 12,540,268 5,987,106 2,748,885 - 21,276,259
Net fee and commission income 636,297 291,054 855,723 - 1,788,074
Net trading gains 767,251 - 190,408 - 957,659
Net (losses)/gains arising from
investment securities (129,736) - 1,579,123 - 1,449,387
Other operating income 42,681 4,284 19,890 77,963 144,818
Operating income 13,856,761 6,282,444 5,394,029 77,963 25,611,197
Operating expenses (4,479,497) (3,625,024) (1,331,921) (841,566) (10,278,008)
Impairment losses on assets (6,908,550) (2,874,981) (1,410,769) (227) (11,189,527)
Share of profits of joint venture = = 164,075 - 164,075
Profit/(loss) before tax 2,473,714 (217,561) 2,815,414 (763,830) 4,307,737
Segment assets 549,371,006 271,541,714 490,860,811 4,756,970 1,316,530,501
Deferred tax assets - - - 10,205,981 10,205,981
Total assets 549,371,006 271,541,714 490,860,811 14,962,951 1,326,736,482
Segment liabilities 363,009,783 487,077,726 373,321,826 9,692,603 1,233,101,938
Total liabilities 363,009,783 487,077,726 373,321,826 9,692,603 1,233,101,938
Other segment information
— Depreciation and amortization 713,891 357,588 343,308 13,281 1,428,068
- Capital expenditure 487,236 244,056 234,310 9,064 974,666
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Risk management

The Group has exposure to the following risks from its use of financial instruments: credit risk,
market risk, liquidity risk and operational risk.

This note presents information about the Group’s exposure to each of the above risks and their
sources, and the Group’s objectives, policies and procedures for measuring and managing
these risks.

The Group’s risk management policies were established to identify and analyze the risks to
which the Group is exposed, to set appropriate risk limits, and to design relevant internal
control policies and systems for monitoring risks and adhering to risk limits. Risk management
policies andrelevantinternal control systems are reviewed regularly to reflect changes in market
conditions and the Group's activities. The Internal Audit Department of the Group undertakes
both regular and ad hoc reviews of the compliance of internal control implementation with risk
management policies.

(a) Credit risk

Credit risk represents the potential loss that may arise from the failure of a debtor or
counterparty to meet its contractual obligation or commitment to the Group. It arises
primarily from credit and bond investment portfolios and guarantees granted.

Credit business

The board of directors is responsible for setting the Group’s risk management strategy
and the overall risk tolerance level. The board also monitors the Group’s risk management
process and regularly assesses the Group’s risk position and risk management strategies.
The board gives advice on internal controls relating to risk management. The responsible
departments for credit risk management include the Credit Approval Department, Credit
Management Department, and Risk Management Department. The Risk Management
Department is responsible for implementing the Group’s overall risk management system.
Besides risk monitoring and control, the Risk Management Department is also responsible
for formulating risk management policies. To ensure the independence of credit approval,
the Credit Approval Department is independent from customer relationship and product
management departments. Front office departments of branches carry out credit
businesses according to the Group’s risk management policies and procedures.

The Group continuously improves the internal control mechanism and strengthens
the management of the credit business. The Group has established comprehensive
assessment and inquiry mechanisms, assigning the credit management accountability to
the relevant departments and individuals.
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45 Risk management (Continued)
(a) Credit risk (Continued)

Credit business (Continued)

For corporate and institutional businesses, the Group has established industry-specific
limits for credit approval. It has put in place continuous monitoring mechanism, with
regular reporting of credit exposures to the board. The Group’s credit risk management
covers key operational phases, including pre-lending evaluations, credit approval, and
post-lending monitoring. With respect to pre-lending evaluations, the Group assesses
customer credit ratings and performs integrated analysis on the risk and return of the loan.
In the credit approval phase, all credit applications are approved by designated credit
officers. During the post-lending monitoring, the Group continually monitors outstanding
loans and other credit related businesses. Any adverse events that may significantly
affect a borrower’s repayment ability are reported immediately, and actions are taken to
mitigate the risks.

For personal credit operation business, credit assessment of applicants is used as
the basis for loan approval. In the credit assessment, customer relationship managers
are required to assess the income level, credit history, and repayment ability of the
applicant. The customer relationship managers then forward the application and their
recommendations to the loan-approval departments for further approval. The Group
monitors borrowers’ repayment ability, the status of collateral and any changes to their
value during the post-lending phase. Once a loan becomes overdue, the Group starts the
recovery process according to standardized loan recovery procedures.

The Group adopts a loan risk classification approach to manage its loan portfolio risk.
Loans are generally classified as normal, special mention, substandard, doubtful and loss
according to their levels of risk. Substandard, doubtful and loss loans are considered to
be impaired loans and advances. They are classified as such when one or more events
demonstrate that there is objective evidence of a loss event. The impairment loss is
assessed collectively or individually as appropriate.

Financial markets business

The Group sets credit limits for financial markets business operations based on the credit
risk inherent in the products, counterparties and geographical areas. Credit risk exposure
is closely monitored on a systematic, real-time basis, and credit risk limits are reviewed
and updated regularly.
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45 Risk management (Continued)

284

(a) Credit risk (Continued)

Credit risk management

The financial assets are categorised by the Group into the following stages to manage its
financial assets’ credit risk:

Stage 1

Financial assets have not experienced a significant increase in credit risk since origination
and impairment recognised on the basis of 12 months expected credit losses.

Stage 2

Financial assets have experienced a significant increase in credit risk since origination
and impairment is recognised on the basis of lifetime expected credit losses.

Stage 3

Financial assets that are in default and considered credit-impaired.
Significant increase in credit risk

When one or more quantitative, qualitative standards or upper limits are triggered, the
Group assumes that credit risk on financial assets has increased significantly.

If the borrower is listed in the watch list and one or more of the following criteria are met:
— The credit spread increases significantly;

—  Significant changes with an adverse effect that have taken place in the borrower's
business, financial and economic status;

— Application of a grace period or debt-restructuring;
—  Significant changes with an adverse effect in the borrower’s business conditions;
— Less value of the collaterals (for the collateral loans and pledged loans only);

— Early indicators of problems of cash flow/liquidity, such as late payment of accounts
payable/repayment of loans;

— The borrower is more than 30 days past due.

The Group uses watch lists to monitor credit risk of financial assets related to loans and
treasury operations, and conducts regular assessments at the counterparty level. The
standards used in determining whether credit risk increases significantly are regularly
monitored and reviewed by the management for the appropriateness.

As at December 31, 2023, the Group has not considered that any of its financial assets
has lower credit risk and no longer compared the credit risk at the balance sheet date
with that at the initial recognition to identify whether there was a significant increase in
credit risk.

ZHONGYUAN BANK CO., LTD.



Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

45 Risk management (Continued)
(a) Credit risk (Continued)

Credit risk management (Continued)

Stage 3 (Continued)

Definition of “default” and “credit-impaired assets”

At each reporting date, the Group assesses whether a financial asset is credit-impaired.
A financial asset is credit-impaired when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable
events:

— significant financial difficulties of the debtor;

— a breach of contract, such as a default or delinquency in interest or principal
payments;

- itis becoming probable that the borrower will enter into bankruptcy or other financial
reorganisation;

— significant changes in the technological, market, economic or legal environment that
have an adverse effect on the debtor;

— the disappearance of an active market for a security because of financial difficulties
of the issuer; or

— overdue more than 90 days.

The above criteria apply to all financial assets of the Group and they are consistent with
the definition of “default” adopted by the internal management of credit risk.

Measurement of expected credit losses (“ECL”)

The Group adopts ECL model to measures provision for loss of financial assets based on
the stages categorised above.

The ECL is the result of the discounted product of probability of default (PD), exposure at
default (EAD) and loss given default (LGD). The definitions of these terms are as follows:

- PD refers to the likelihood that a borrower will be unable to meet his repayment
obligations over the next 12 months or the remaining lifetime of the loan;

— EAD is the amount that the Group should be reimbursed upon default of an obligor
over the next 12 months or the remaining lifetime of the loan;

— LGD refers to the expected degree of loss arising from the exposure at default which
is predicted by the Group. LGD varies according to different types of counterparties,
methods and priority of recovering debts, and the availability of collaterals or other
credit support.
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286

(a) Credit risk (Continued)

Credit risk management (Continued)
Stage 3 (Continued)

Measurement of expected credit losses (“ECL”) (Continued)

The Group adopts the PD/LGD model and determines the ECL by estimating the PD,
LGD and EAD of individual exposure or asset portfolios in the future months. The Group
multiplies these three parameters and makes adjustments according to the probability of
their continuance (i.e. there is no prepayment or default at an earlier period). By adopting
this approach, the Group can calculate the ECL for the future months. The results of
calculation for each month are then discounted to the balance sheet date and added up.
The discount rate used in the calculation of ECL is the initial effective interest rate or its
approximate value.

PD is derived based on internal and external ratings, five-level classification or historical
data, with forward-looking adjustments.

The Group’s exposure to credit risk can be reasonably grouped into credit risks by using
qualitative and gquantitative analyses and suggestions from experts, and by taking into
account credit risk characteristics such as business types, product attributes or customer
characteristics.

The Group updates the ECL assessment on a monthly basis, also makes loss allowance
for credit risk based on the assessment results. To ensure that the model parameters
adequately reflect the impact of forward-looking information on ECLs, the model
parameters are updated at least semi-annually, the implementation of the ECL approach
is assessed annually, and a competent independent external third-party institution is
engaged to conduct a comprehensive validation on the implementation model under the
ECL approach at least once every three years.

In measuring ECLs of financial instruments, the Group requires to consider all available,
reasonable and reliable information that may affect credit risk, uses relevant observable
data (e.g., GDP, CPI, income of urban residents, etc.).

The Group setting up a variety of basic scenarios in accordance with the Group’s
operations and the macro-political situation when developing forward-looking information
indicators, specifying the weight of different scenarios, and adding extreme scenarios in
conjunction with the results of the stress tests when necessary. Adopt a combination of
internal expert forecasting methods and data from external institutions to obtain forward-
looking information, which may include both domestic information and information about
other countries and regions related to credit risk. The forward-looking model is established
to determine the adjustments of forward-looking information to the relevant parameters of
the ECL assessment model.

As at December 31, 2023, the Group has taken into account different macroeconomic
scenarios, combined with the impact of factors on economic development trends, and
made forward-looking forecasts of macroeconomic indicators. Including: quarter-on-
quarter GDP growth, used to estimate ECL, ranges from 4.30% to 5.07% in the neutral
scenario 2024.
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45 Risk management (Continued)
(a) Credit risk (Continued)

Credit risk management (Continued)
Stage 3 (Continued)

Assessing credit risk of financial assets after the amendment of contractual cash flows

In order to achieve maximum collection, the Group may modify the contractual terms of
loans due to business negotiations or financial difficulties of the borrowers at times.

Such rescheduling activities include extended payment term arrangements, payment
holidays and payment forgiveness. Rescheduling policies and practices are based on
indicators or criteria which, in the judgment of management, indicate that payment will
most likely continue. These policies are kept under continuous review. The restructuring
of loans is most common in the management of medium and long-term loans. The risk
stage can only be adjusted lower if the rescheduled loans are reviewed for at least 6
consecutive months and the corresponding stage classification criteria is reached.

(i) Maximum credit risk exposure

The maximum exposure to credit risk is represented by the net carrying amount of
each type of financial assets as at the end of each reporting period.
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(a) Credit risk (Continued)

(ii) Financial assets (excluding accrued interest) analyzed by credit quality are
summarized as follows:

Balance Provision for impairment losses

Not credit- Credit- Not credit- Credit-

Assessed impaired and  impaired and Assessed impaired and  impaired and
for expected assessed assessed for expected assessed assessed
credit losses  for lifetime  for lifetime credit losses  for lifetime  for lifetime
over the next expected expected over the next expected expected

12months  creditloss  credit loss Total 12months  creditloss credit loss

Financial assets measured
at amortised cost

Cash and deposits with the

central bank 65,047,202 - - 65,047,202 - - - -
Deposits/Placements with

banks and other financial

institutions 51,956,919 - 19,027 51,975,946 (8,752) - (19,027) (27,779)
Financial assets held under
resale agreements 56,275,928 - - 56,275,928 (3,715) - - (3,715)
Loans and advances to
customers 604,410,800 23,025,889 14,452,328 641,889,017 (6,304,298)  (4,174,994)  (11,331,374)  (21,810,666)
Financial investments 226,466,623 2,250,335 27,726,354 256,443,312 (214,323) (97,480)  (11,647,248)  (11,959,051)
Lease receivables 65,008,048 1,362,155 1,449,190 67,819,393 (1,190,670) (376,920) (924,289)  (2,491,879)
Total 1,069,165,520 26,638,379 43,646,899  1,139,450,798 (7,721,758)  (4,649,394)  (23,921,938)  (36,293,090)

Financial assets at fair value
through other
comprehensive income

Loans and advances to

customers 65,573,154 - - 65573,154 (454,567) - - (454,567)
Financial investments 76,170,685 - - 76,170,685 (19,239) - - (19,239)
Total 141,743,839 - - 141,743,839 (473,806) - - (473,806)
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45 Risk management (Continued)
(a) Credit risk (Continued)

(ii) Financial assets (excluding accrued interest) analyzed by credit quality are
summarized as follows: (Continued)

2022
Balance Provision for impairment losses
Not credit- Credit- Not credit- Credit-
Assessed  impairedand  impaired and Assessed  impairedand  impaired and
for expected assessed assessed for expected assessed assessed
credit losses for lifetime for lifetime credit losses for lifetime for lifetime
over the next expected expected over the next expected expected
12 months credit loss credit loss Total 12 months credit loss credit loss Total
Financial assets measured at
amortised cost
Cash and deposits with the
central bank 75,256,245 - - 75,256,245 - - - -
Deposits/Placements with
banks and other financial
institutions 51,284,780 - 19,027 51,303,807 (11,729) - (19,027) (30,756)
Financial assets held under
resale agreements 65,185,824 - - 65,185,824 (4,870) - - (4,870)
Loans and advances to
customers 564,599,145 17,800,515 13,196,883 595,596,543 (8,433,119)  (3,794,333)  (8,443,263)  (20,670,715)
Financial investments 221,239,810 8,312,424 16,668,287 246,220,521 (357,000) (729,492)  (5,490,939) (6,577,431
Lease receivables 59,994,360 2,141,372 757,661 62,893,393 (1,370,326) (770,140) (438,859)  (2,579,325)
Total 1,037,560,164 28,254,311 30,641,858 1,096,456,333  (10,177,044)  (5,293,965)  (14,392,088)  (29,863,097)
Financial assets at fair value
through other
comprehensive income
Loans and advances to
customers 88,468,142 - 10,000 88,478,142 (53,164) - (10,000) (63,164)
Financial investments 92,763,794 348,552 - 93,112,346 (15,107) (82,185) - (97,292)
Total 181,231,936 348,552 10,000 181,590,488 (68,271) (82,185) (10,000) (160,456)

As at December 31, 2023, the fair value of collaterals held against loans and
advances that are not credit-impaired and assessed for lifetime expected credit
losses amounted to RMB29,354.22 million (2022: RMB29,537.27 million). The fair
value of collaterals held against credit-impaired loans and advances that are
assessed for lifetime expected credit loss amounted to RMB2,193.41 million (2022:
RMB3,948.86 million). The collaterals mainly include land, buildings, machinery and
equipment, etc. The fair value of collaterals was estimated by the Bank based on
the latest external valuations available, adjusted in light of disposal experience and
current market conditions.
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45 Risk management (Continued)
(a) Credit risk (Continued)

(iii) Amounts due from banks and other financial institutions

The amounts due from banks and non-bank financial institutions including deposits
with banks and other financial institutions, placements with banks and other
financial institutions, and financial assets held under resale agreements for which
counterparties are banks and non-bank financial institutions. Neither overdue nor
credit-impaired amounts due from banks and non-bank financial institutions are rated
with reference to major rating agencies accepted by the People’'s Bank of China.

2022

Neither overdue nor credit-impaired

Ratings
- Ato AAA 54,969,396 64,866,423
- unrated 53,637,611 52,306,696
Total 108,607,007 117,173,119

(iv) Debt securities

The Group adopts a credit rating approach in managing the credit risk of the debt
securities portfolio. Debt securities are rated with reference to major rating agencies
where the issuers of the securities are located. The carrying amounts of debt
securities investments analyzed by the rating agency designations as at December

31 are as follows:
2022

Neither overdue nor credit-impaired

Ratings
— AAA 277,842,315 275,829,307
— AA- to AA+ 3,297,118 5,834,027
- BB- to BB+ 22,920 26,834
- B-to B+ 31,251 298,202
- unrated 16,517,773 9,255,105

Overdue but not credit-impaired
— unrated - 837,984

Overdue and credit-impaired
— unrated 707,992 692,910

Total 298,419,369 292,774,369
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45 Risk management (Continued)
(b) Market risk

Market risk is the risk of loss, in respect of the Group’s activities, arising from adverse
movements in market rates including interest rates, foreign exchange rates, commodity
prices, stock prices and other prices.

The board of directors is ultimately responsible for monitoring the Group’s market risk
to ensure that the Group has effectively identified, measured and monitored all types of
market risk. The Risk and Internal Control Management Committee monitors the market risk
management process within the scope authorized by the board of directors, which include
review and approval of market risk management strategies, policies and procedures. The
Group is primarily exposed to market risk in its financial markets business. The Financial
Market Department is responsible for carrying out capital investments and transactions,
as well as monitoring and managing the foreign exchange risk on a daily basis. The Asset
and Liability Management Department is responsible for monitoring and managing the
interest rate risk in bank account. The Risk Management Department is responsible for
formulating the market risk management policies and procedures, as well as identifying,
measuring and monitoring the Group’s market risk.

Sensitivity analysis is a technique which assesses the sensitivity of the Group’s overall
risk profile and its risk profile for each period with reference to the interest rate risks for
different maturities.

Scenario analysis is a multi-factor analysis method which assesses the impact of multiple
factors interacting simultaneously, taking into consideration of the probabilities of various
scenarios.

Foreign currency gap analysis is a technique which estimates the impact of foreign
exchange rate movements on the Group’s current profit or loss. The foreign currency gap
mainly arises from the currency mismatch in the Group’s on/off-balance sheet items.

Sensitivity gap analysis is a technique which estimates the impact of interest rate
movements on the Group’s current profit or loss. It is used to work out the gap between
future cash inflows and outflows by categorizing each of the Group’s interest-bearing
assets and interest-taking liabilities into different periods based on repricing dates.

The results of stress testing are assessed against a set of forward-looking scenarios
using stress moves in market variables. The results are used to estimate the impact on
profit or loss.

Effective duration analysis is a technique which estimates the impact of interest rate
movements by giving a weight to each period’s exposure according to its sensitivity,
calculating the weighted exposure, and summarising all periods’ weighted exposures
to estimate the non-linear impact of a change in interest rates on the Group’s economic
value.
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45 Risk management (Continued)
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(b) Market risk (Continued)

Interest rate risk

The Group is primarily exposed to interest rate risk arising from repricing risk in its
commercial banking business and the risk of financial markets business position.

Repricing risk

Repricing risk, which is also known as “maturity mismatch risk”, is the most common
form of interest rate risk. It is caused by the differences in timing between the maturities
(related to fixed interest instruments) or repricing (related to floating interest instruments)
of assets, liabilities and off-balance sheet items. The mismatch of repricing timing causes
the Group’s income or its inherent economic value to vary with the movement in interest
rates.

The Asset and Liability Management Department is responsible for measuring, monitoring
and managing interest rate risk. The Group regularly performs assessment on the interest
rate repricing gap between the assets and liabilities that are sensitive to changes in
interest rates and sensitivity analysis on the net interest income as a result of changes
in interest rates. The primary objective of interest rate risk management is to minimise
potential adverse effects on its net interest income or its inherent economic value caused
by interest rate volatility.

Trading interest rate risk

Trading interest rate risk mainly arises from the financial markets business’ investment
portfolios. Interest rate risk is monitored using the effective duration analysis method.
The Group employs other supplementary methods to measure its interest rate sensitivity,
which is expressed as changes in the investment portfolios’ fair value given a 100 basis
points (1%) movement in the interest rates.
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45 Risk management (Continued)
(b) Market risk (Continued)

Interest rate risk (Continued)

(i) The following tables indicate the assets and liabilities as at December 31 by the
expected next repricing dates or by maturity dates, depending on which is earlier:

Within Three One More Non-

three months to  year to five than interest
months one year years five years bearing

Assets
Cash and deposits with the

central bank 65,047,202 - - - 1,985,878 67,033,080
Deposits with banks and other

financial institutions 13,918,710 2,718,067 - - 75,730 16,712,507
Placement with banks and other

financial institutions 27,512,645 7,798,745 - - 280,437 35,591,827
Derivative financial assets - - - - 33,450 33,450
Financial assets held under

resale agreements 56,272,213 = = = 30,460 56,302,673
Loans and advances to

customers (Note (1)) 387,640,643 153,770,554 115,229,916 29,010,392 4,217,864 689,869,369
Financial investments (Note (2)) 34,450,034 30,198,429 169,181,976 86,824,507 66,185,881 386,840,827
Lease receivables (Note (3)) 24,804,842 3,902,619 36,364,056 255,997 - 65,327,514
Others - - - - 28,735,250 28,735,250
Total assets 609,646,289 198,388,414 320,775,948 116,090,896 101,544,950 1,346,446,497
Liabilities
Borrowing from the central bank 15,899,337 51,745,514 - - 411,061 68,055,912
Deposits from banks and other

financial institutions 31,462,086 7,086,000 - - 155,877 38,703,963
Placement from banks and other

financial institutions 19,734,354 43,819,304 360,647 - 568,483 64,482,788
Derivative financial liabilities - - - - 335,589 335,589
Financial assets sold under

repurchase agreements 73,097,326 - - - 23,961 73,121,287
Deposits from customers 383,117,313 198,822,186 249,182,043 6,400,000 22,262,239 859,783,781
Debt securities issued 63,920,315 60,851,880 4,997,652 2,000,000 220,731 131,990,578
Others 84,296 315,850 298,401 18,017 12,367,864 13,084,428
Total liabilities 587,315,027 362,640,734 254,838,743 8,418,017 36,345,805 1,249,558,326
Asset-liability gap 22,331,262 (164,252,320) 65,937,205 107,672,879 65,199,145 96,888,171
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45 Risk management (Continued)

(b) Market risk (Continued)

Interest rate risk (Continued)
(i) (Continued)

2022
Within Three One More Non-
three months to year to five than interest
months one year years five years bearing Total

Assets
Cash and deposits with the

central bank 75,256,245 - - - 2,331,704 77,587,949
Deposits with banks and other

financial institutions 10,717,228 10,312,148 - - 157,603 21,186,979
Placement with banks and other

financial institutions 11,676,699 18,566,976 - - 524,853 30,768,528
Derivative financial assets - - - - 93,255 93,255
Financial assets held under

resale agreements 65,180,954 - - - 36,658 65,217,612
Loans and advances to

customers (Note (1)) 317,733,635 201,162,950 111,630,609 32,876,776 3,488,455 666,892,425
Financial investments (Note (2)) 47,987,633 42,302,003 143,835,890 98,629,910 40,682,093 373,437,529
Lease receivables (Note (3)) 31,679,709 2,261,356 25,847,756 525,247 - 60,314,068
Others - - - - 31,238,137 31,238,137
Total assets 560,232,103 274,605,433 281,314,255 132,031,933 78,552,758 1,326,736,482
Liabilities
Borrowing from the central bank 8,112,027 34,284,450 - - 264,519 42,660,996
Deposits from banks and other

financial institutions 29,992,498 - - - 123,538 30,116,036
Placement from banks and other

financial institutions 23,069,609 27,002,021 1,342,140 - 392,661 51,806,431
Derivative financial liabilities - - - - 562,679 562,679
Financial assets sold under

repurchase agreements 101,671,209 - - - 34,874 101,706,083
Deposits from customers 374,428,493 194,905,167 257,986,283 - 17,937,211 845,257,154
Debt securities issued 63,212,509 60,547,298 8,994,121 11,999,640 405,164 145,158,732
Others 71,484 229,300 471,019 167,497 14,894,527 15,833,827
Total liabilities 600,557,829 316,968,236 268,793,563 12,167,137 34,615,173 1,233,101,938
Asset-liability gap (40,325,726) (42,362,803) 12,520,692 119,864,796 43,937,585 93,634,544
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45 Risk management (Continued)
(b) Market risk (Continued)

Interest rate risk (Continued)

(i) (Continued)
Note:

(1) As at December 31, 2023, for loans and advances to customers, the category “Less
than three months” includes overdue amounts (net of provision for impairment losses) of
RMB13,846.16 million (2022: RMB13,881.89 million).

(2) AsatDecember 31,2023, for financial investments, the category “Less than three months”
includes overdue amounts (net of provision forimpairment losses) of RMB17,143.71 million
(2022: RMB16,174.39 million).

(83) As at December 31, 2023, for lease receivables, the category “Less than three months”
includes overdue amounts (net of provision for impairment losses) of RMB449.05 million
(2022: RMB835.17 million).

(ii) Interest rate sensitivity analysis

31 December 31 December
2023 2022

Increase/ Increase/
(decrease) (decrease)

Changes in net interest income

Up 100 bps parallel shift in yield curves (756,435) (540,734)
Down 100 bps parallel shift in yield curves 756,435 540,734

31 December 31 December
2023 2022

Increase/ Increase/
(decrease) (decrease)

Changes in equity

Up 100 bps parallel shift in yield curves (3,260,928) (8,734,641)
Down 100 bps parallel shift in yield curves 3,422,743 4,091,216

2023 ANNUAL REPORT 295 -



Notes to the consolidated financial statements

(Expressed in thousands of Renminbi, unless otherwise stated)

45 Risk management (Continued)
(b) Market risk (Continued)

Interest rate risk (Continued)
(ii) Interest rate sensitivity analysis (Continued)

The sensitivity analysis above is based on a static interest rate risk profile of the
Group’s assets and liabilities. This analysis measures only the impact of changes
in interest rates within one year, showing how annualized net profit or loss and
equity would have been affected by repricing of the Group’s assets and liabilities
within the one-year period. The effect of equity is the effect of the assumed changes
in interest rates on the Group’s net interest income and other comprehensive
income, calculated by revaluing financial investments at fair value through other
comprehensive income and loans and advances to customers measured at fair value
through other comprehensive income held at year end. The sensitivity analysis is
based on the following assumptions:

- Interest rate movements at the end of each of the reporting period apply to
non-derivative financial instruments of the Group;

— At the end of each of the reporting period, an interest rate movement of 100
basis points is based on the assumption of interest rates movement over the
next 12 months;

— There is a parallel shift in the yield curve with the changes in interest rates;

— There are no other changes to the assets and liabilities portfolio;

—  Other variables (including exchange rates) remain unchanged; and

— The analysis does not take into account the effect of risk management measures
taken by the management.

Due to the adoption of the aforementioned assumptions, the actual changes in the

Group’s net profit or loss and equity caused by an increase or decrease in interest
rates might vary from the estimated results of this sensitivity analysis.
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45 Risk management (Continued)
(b) Market risk (Continued)

Foreign currency risk

The Group's currency risk mainly arises from foreign currency deposits with banks and
other financial institutions. The Group manages currency risk by matching its foreign
currency denominated assets with corresponding liabilities in the same currencies.

The Group’s currency exposures as at the end of the reporting period are as follows:

usb HKD Others Total

(RMB (RMB (RMB (RMB

RMB  Equivalent) Equivalent) Equivalent) Equivalent)

Assets
Cash and deposits with the

central bank 66,953,478 78,446 183 973 67,033,080
Deposits with banks and other

financial institutions 11,501,579 3,885,253 1,272,341 53,334 16,712,507
Placement with banks and other

financial institutions 34,777,572 814,255 - - 35,591,827
Financial assets held under

resale agreements 56,161,073 141,600 - - 56,302,673
Loans and advances to customers 687,903,909 1,965,460 = - 689,869,369
Financial investments 380,192,139 6,127,079 521,609 - 386,840,827
Lease receivables 65,327,514 - - - 65,327,514
Derivative financial assets 33,450 - - - 33,450
Others 28,392,567 297,630 44,911 142 28,735,250
Total assets 1,331,243,281 13,309,723 1,839,044 54,449 1,346,446,497

Liabilities

Borrowing from the central bank 68,055,912 - - - 68,055,912
Deposits from banks and other

financial institutions 38,703,962 1 - - 38,703,963
Placement from banks and other

financial institutions 62,001,843 2,480,945 - - 64,482,788
Financial assets sold under

repurchase agreements 73,121,287 - - - 73,121,287
Deposits from customers 857,766,114 1,990,146 1,100 26,421 859,783,781
Debt securities issued 131,990,578 - - - 131,990,578
Derivative financial liabilities 335,589 - - - 335,589
Others 13,051,758 7,752 24,916 2 13,084,428
Total liabilities 1,245,027,043 4,478,844 26,016 26,423 1,249,558,326
Asset-liability gap 86,216,238 8,830,879 1,813,028 28,026 96,888,171
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45 Risk management (Continued)

(b) Market risk (Continued)

Foreign currency risk (Continued)

2022
uUsSD HKD Others Total
(RMB (RMB (RMB (RMB
RMB Equivalent) Equivalent) Equivalent) Equivalent)
Assets
Cash and deposits with the
central bank 77,516,384 70,062 557 946 77,587,949
Deposits with banks and other
financial institutions 8,229,865 11,295,389 1,606,066 55,659 21,186,979
Placement with banks and other
financial institutions 27,462,607 3,305,921 - - 30,768,528
Financial assets held under
resale agreements 65,217,612 - - - 65,217,612
Loans and advances to customers 665,556,902 1,335,523 - - 666,892,425
Financial investments 364,649,836 8,119,539 668,154 - 373,437,529
Lease receivables 60,314,068 - - - 60,314,068
Derivative financial assets 93,255 - - - 93,255
Others 30,749,835 398,427 89,875 - 31,238,137
Total assets 1,299,790,364 24,524,861 2,364,652 56,605 1,326,736,482
Liabilities
Borrowing from the central bank 42,660,996 - - - 42,660,996
Deposits from banks and other
financial institutions 30,116,035 1 - - 30,116,036
Placement from banks and other
financial institutions 48,108,422 3,698,009 - - 51,806,431
Financial assets sold under
repurchase agreements 101,706,083 - - - 101,706,083
Deposits from customers 844,162,607 1,061,237 982 32,328 845,257,154
Debt securities issued 145,158,732 - - - 145,158,732
Derivative financial liabilities 562,679 - - - 562,679
Others 15,625,124 156,558 51,750 395 15,833,827
Total liabilities 1,228,100,678 4,915,805 52,732 32,723 1,233,101,938
Asset-liability gap 71,689,686 19,609,056 2,311,920 23,882 93,634,544
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45 Risk management (Continued)
(b) Market risk (Continued)

Foreign currency risk (Continued)

2023 2022

Increase/ Increase/
(decrease) (decrease)

Change in profit after taxation and equity
Up 100 bps change of foreign exchange rate 80,039 164,587
Down 100 bps change of foreign exchange rate (80,039) (164,587)

The sensitivity analysis mentioned above is based on a static foreign exchange exposure
profile of assets and liabilities and certain simplified assumptions as set out below:

— The foreign exchange sensitivity is the gain and loss recognised as a result of one
hundred basis points fluctuation in the foreign currency exchange rates against RMB
based on the closing rate of reporting date;

— The exchange rates against RMB for the US dollars and other foreign currencies
change in the same direction simultaneously;

— All the position will be held and keep unchanged after maturity; and

— The analysis does not take into account the effect of risk management measures
taken by the Group.

Due to the assumptions adopted, actual changes in the Group’s net profit and equity
resulting from the increase or decrease in foreign exchange rates may vary from the
estimated results of this sensitivity analysis.

(c) Liquidity risk

Liquidity risk is the risk that a commercial bank is unable to obtain funds on a timely basis
or obtain funds at a reasonable cost to sustain its asset business or meet repayment
obligations. This risk exists even if a bank’s solvency remains strong. In accordance with
liquidity policies, the Group monitors the future cash flows and maintains an appropriate
level of highly liquid assets.
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45 Risk management (Continued)

300

(c) Liquidity risk (Continued)

The Asset and Liability Management Committee (‘ALMC”) is responsible for managing
the Group’s overall liquidity risk. The ALMC is responsible for the formulation of the
liguidity policies in accordance with regulatory requirements and prudential principles.
Such policies include:

— Maintaining liquidity at a stable and sufficient level; establishing integrated liquidity
risk management system; ensuring the meeting on a timely basis of liquidity
requirements and the payment of assets, liabilities, and off-balance sheet business,
whether under a normal operating environment or a state of stress; balancing the
effectiveness and security of funds in an efficient manner; and

— Making timely and reasonable adjustments to capital structure and scale in response
to market changes and business developments; pursuing profit maximization and
cost minimization to a modest extent while ensuring appropriate liquidity; achieving
the integration of the security, liquidity, and effectiveness of the Bank’s funds.

The Asset and Liability Management Department takes the lead to execute liquidity
management policies and is responsible for formulating and revising the liquidity
management strategies, and for identifying, measuring, monitoring and releasing the
liguidity risk of the Bank. It is also responsible for managing and forecasting the working
capital on a regular basis and ensuring the liquidity of working capital meets management
requirements based on the liquidity strategies. The Finance Market Department is
responsible for performing the operation following the instructions of the Asset and
Liability Management Department. Significant disbursement or portfolio changes must be
reported to the ALMC on a timely basis.

A substantial portion of the Group’s assets are funded by deposits from customers. These
deposits from customers, which have been growing in recent years, are widely diversified
in terms of type and duration and represent a stable source of funds.

The Group principally uses liquidity gap analysis to measure liquidity risk. Scenario
analysis and stress testing are also adopted to assess the impact of liquidity risk.
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45 Risk management (Continued)

(c) Liquidity risk (Continued)

The following tables provide an analysis of assets and liabilities of the Group into relevant
maturity groupings based on the remaining periods to repayment as at December 31:

Between Between
one three Between

month months one year More
Indefinite  Repayable Within  and three and and than
Note (i) ondemand one month months oneyear five years five years

Assets
Cash and deposits with the

central bank 43,250,389 23,760,565 - 21,951 175 - - 67,033,080
Deposits with banks and other

financial institutions - 12,400,965 1,393,500 172,755 2,745,287 - - 16,712,507
Placements with banks and other

financial institutions - - 4473315 23,249,286 7,869,226 - - 35,591,827
Derivative financial assets - - 1,152 7,387 - 24,911 - 33,450
Financial assets held under

resale agreements - - 56,302,673 - - - - 56,302,673
Loans and advances to customers 8,332,507 6,119,824 60,847,375 94,195,316 164,898,535 178,362,076 177,113,736 689,869,369
Financial investments 17,133,312 1,094,599 4,306,070 15,410,709 39,310,145 169,967,995 139,617,997 386,840,827
Lease receivables 708,814 73,385 465,903 451,476 5,404,207 53,197,027 5,026,702 65,327,514
Others 17,174,999 - 30,152 627,627 248,088 10,617,243 37,141 28,735,250
Total assets 86,600,021 43,449,338 127,820,140 134,136,507 220,475,663 412,169,252 321,795,576 1,346,446,497
Liabilities
Borrowing from the central bank - 960 5,085,846 10,899,339 52,069,767 - - 68,055,912
Deposits from banks and

other financial institutions - 2,591,489 7,704,666 21,254,386 7,153,422 - - 38,703,963
Placements from banks and

other financial institutions - - 7,149,454 12,818,472 44,147,242 367,620 - 64,482,788
Derivative financial liabilities - - 304,340 - 4,231 27,018 - 335,589
Financial assets sold under

repurchase agreements - - 68,214,978 4,906,309 - - - 73,121,287
Deposits from customers - 261,538,717 54,257,696 77,504,577 204,277,216 255,805,575 6,400,000 859,783,781
Debt securities issued - - 19,975,116 44,004,918 61,012,892 4,997,652 2,000,000 131,990,578
Others - 3,574,517 549,827 347,644 4,609,684 3,908,740 94,016 13,084,428
Total liabilities - 267,705,683 163,241,923 171,735,645 373,274,454 265,106,605 8,494,016 1,249,558,326
Long/(short) position 86,600,021 (224,256,345) (35,421,783) (37,599,138) (152,798,791) 147,062,647 313,301,560 96,888,171
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45 Risk management (Continued)

(c) Liquidity risk (Continued)

2022
Between Between Between
one month three one More
Indefinite  Repayable Within and three  months and year and than
Note (i) ~ ondemand  one month months one year five years five years Total

Assets
Cash and deposits with the central

bank 43,656,142 33,902,018 - 28,762 1,027 - - 77,587,949
Deposits with banks and other

financial institutions - 10,303,550 167,977 254,959 10,460,493 - - 21,186,979
Placements with banks and other

financial institutions - - 3,140,161 8,767,825 18,860,542 - - 30,768,528
Derivative financial assets - - 45,221 27,480 2,114 18,440 - 93,255
Financial assets held under resale

agreements - - 65217,612 - - - - 65217612
Loans and advances to customers 9,090,576 5,570,759 44,404,556 71,464,053 216,909,223 155,915,245 163,538,013 666,892,425
Financial investments 13,142,311 29,547,006 5,750,955 27,675,402 44,580,456 149,260,218 103,481,181 373,437,529
Lease receivables 808,928 219,802 351,836 306,377 4,356,657 50,118,518 4,151,950 60,314,068
Others 18,483,954 - 90,230 620,446 920,956 9,795,222 1,327,329 31,238,137
Total assets 85,181,911 79,543,135 119,168,548 109,145,304 296,091,468 365,107,643 272,498,473 1,326,736,482
Liabilities
Borrowing from the central bank - 544,691 4,146,118 3,427,348 34,542,839 - - 42,660,996
Deposits from banks and

other financial institutions - 4,087,964 1,617,723 18,791,036 5,619,313 - - 30,116,036
Placements from banks and

other financial institutions - - 8,709,658 14,527,869 27,201,922 1,366,982 - 51,806,431
Derivative financial liabilities - - 542,882 1,489 - 18,308 - 562,679
Financial assets sold under

repurchase agreements - - 101,706,083 - - - - 101,706,083
Deposits from customers - 262,253340 49,776,245 70,616,932 199,130,927 268,579,710 - 845,257,154
Debt securities issued - - 9,017,965 54,254,312 60,892,694 8,994,121 11,999,640 145,158,732
Others - 3,154,126 812,896 303,409 5,428,953 4,593,296 1,541,147 15,833,827
Total liabilities - 270,040,121 176,329,570 161,822,395 332,816,648 278,552,417 13,540,787 1,233,101,938
Long/(short) position 85,181,911 (190,496,986) (57,161,022) (52,677,091) (36,725,180) 86,555,226 258,957,686 93,634,544

Note:

(i) Indefinite amount of cash and deposits with the central bank represents the statutory deposit
reserves and fiscal deposits with the central bank. Indefinite amount of loans and advances to
customers and lease receivables includes all the credit-impaired loans and lease receivables,
as well as those overdue more than one month. Loans and advances to customers and lease
receivables with no impairment but overdue within one month are classified into the category
of repayable on demand. Indefinite amount of investments represents credit-impaired
investments or those overdue more than one month. Financial investments with no impairment
but overdue within one month are classified into the category of repayable on demand. Equity
investments is listed in the category of indefinite.
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Risk management (Continued)
(c) Liquidity risk (Continued)

The following tables provide an analysis of the contractual undiscounted cash flow of the
non-derivative financial liabilities and loan commitments as at December 31:

Between
Between three Between

Contractual one month months one year More
Carrying  undiscounted Repayable  Within one and three and and than
amount cashflow  on demand month months one year five years five years

Non-derivative financial liabilities

Borrowing from the central bank 68,055,912 68,992,684 960 5,091,212 10,945,782 52,954,730 - -
Deposits from banks and other

financial institutions 38,703,963 38,897,984 2,591,489 7,709,508 21,356,693 7,240,294 - -
Placements from banks and

other financial institutions 64,482,788 66,281,354 - 7,338,401 13,079,819 45,470,103 393,031 -
Financial assets sold under

repurchase agreements 73,121,287 73,170,888 - 68,245,494 4,925,394 - - -
Deposits from customers 859,783,781 881,157,348 261,538,717 54,420,841 77,808,988 207,267,774 272,998,589 7,122,439
Debt securities issued 131,990,578 133,793,121 - 20,010,908 44,213,432 61,882,281 5,578,500 2,108,000
Lease liabilities 731,318 778,185 - 35,270 53,290 343,064 321,422 19,139

Total non-derivative financial liabilities  1,236,869,627  1,263,071,564 264,131,166 162,851,634 172,383,398 375,158,246 279,297,542 9,249,578

Loan commitments - 14,369,815 - 14,369,815 = = = =
2022
Between Between Between
Contractual onemonth  three months one year More
Carrying  undiscounted Repayable Within one and three and and than
amount cashflow  ondemand month months one year five years five years
Non-derivative financial liabilities
Borrowing from the central bank 42,660,996 43,290,388 544,908 4,150,172 3,437,259 35,158,049 - -
Deposits from banks and other
financial institutions 30,116,036 30,162,205 4,088,163 1,618,560 18,816,756 5,638,726 - -
Placements from banks and
other financial institutions 51,806,431 52,640,123 - 8,734,940 14674894 27,785,607 1,444,682 -
Financial assets sold under
repurchase agreements 101,706,083 101,735,923 - 101,735,923 - - - -
Deposits from customers 845257154 864915676 262,204,254 49,807,022  70,804622 201,767,326 280,242,452 -
Debt securities issued 145,168,732 150,411,646 - 9070476 545837127 62,121,443 11,946,600 12,736,000
Lease liabilities 956,256 998,621 - 26,618 51,677 237,917 499,778 182,631

Total non-derivative financial liabilities ~ 1,217,661,688 1,244,154,682 266,927,326 ~ 175,143,711 162,322,335 332,709,068 294,133,512 12,918,631

Loan commitments - 12,552,210 - 12,552,210 - - - -

This analysis of the non-derivative financial liabilities by contractual undiscounted cash

flow might diverge from actual results.
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Risk management (Continued)
(c) Liquidity risk (Continued)
The following tables analyse the Group’s contractual undiscounted cash flows of derivative

financial instruments to be settled on a net and gross basis as at the end of the reporting
period:

Between Between Between

Contractual one month three one year More
Carrying  undiscounted Repayable  Within one and three  months and and than
amount cashflow  on demand month months one year five years five years

Derivatives settled on net basis

Foreign exchange forwards (303,188) (316,077) - (316,077) - - - -
Interest rate swaps (2,107) (2,259) - - = = (2,259) =
Derivatives settled on gross basis
Currency swaps
- cash outflow (664,045) (672,579) - - (672,579) - - -
- cash inflow 671,432 679,939 - - 679,939 - - -
Precious metal derivatives
- cash outflow (959,828) (968,649) - - - (968,649) - -
- cash inflow 955,597 964,380 = = = 964,380 = =
Total (302,139) (315,245) - (316,077) 7,360 (4,269) (2,259) -
2022
Between Between Between
Contractual one month three one year More
Carrying  undiscounted Repayable Within one and  months and and than
amount cashflow  ondemand month  three months one year five years five years
Derivatives settled on net basis
Foreign exchange forwards (471,187) (469,217) - (497,787 28,570 - - -
Interest rate swaps 811 856 - 406 - 2017 173 -
Derivatives settled on gross basis
Currency swaps
- cash outflow (2,596,810)  (2,604,357) - (1,392,320) (510,049) (701,988) - -
- cash inflow 2,597,762 2,607,827 - 1,392,920 510,960 703,947 - -
Total (469,424) (464,891) - (496,781) 29,481 2,236 173 -

The Group’s derivatives include foreign exchange forwards, precious metal derivatives
and currency swaps which will be settled on a net basis, and interest rate swaps which
will be settled on a gross basis.

This analysis of the derivative financial instruments by contractual undiscounted cash
flow might diverge from actual results.
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45 Risk management (Continued)

(d) Operational risk

Operational risk refers to the risk of losses associated with internal processes deficiencies,
personnel mistakes and information technology system failures, or impact from other
external events.

The Group establishes aframework of policies and procedures to identify, assess, measure,
control, monitor, release and report operational risk. The framework covers all business
functions ranging from corporate banking, retail banking, trading, corporate finance,
settlement, intermediary business, asset management and all supporting functions,
including human resource management, financial management, legal affairs, anti-money
laundering and administration management. The key elements of the framework are listed
as below:

A multi-level operational risk management framework with segregation of duties
between front and back offices under the leadership of senior management;

A series of operational risk management policies covering all businesses on the
basis of core operational risk management policy;

An emergency plan and a business continuity system designed to deal with emergent
and adverse circumstances, including public relation issues, natural disasters, IT
system errors, bank runs, robberies, etc.;

An evaluation system on the operational risk management as well as an inquiry and
disciplinary system on the non-compliance issues; and

An independent operational risk assessment framework based on the internal audit
and the compliance review.

46 Fair value

(a) Methods and assumptions for measurement of fair value

The Group adopts the following methods and assumptions when evaluating fair values:

(i)

(ii)

(iii)

Debt securities and equity investments

The fair values of debt securities and equity investments that are traded in an active
market are based on their quoted market prices in an active market at the end of
each reporting period.

Investments and other non-derivative financial assets

Fair values are estimated as the present value of the future cash flows, discounted
at the market interest rates at the end of the reporting period.

Debt securities issued and other non-derivative financial liabilities

Fair values of debt securities issued are based on their quoted market prices at
the end of the reporting period, or the present value of estimated future cash flows.
The fair values of other non-derivative financial liabilities are valued at the present
value of estimated future cash flows. The discount rates are based on the market
interest rates at the end of the reporting period. The Group has established policies
and internal controls with respect to the measurement of fair values, specify the
framework of fair value measurement of financial instruments, fair value measurement
methodologies and procedures.
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46 Fair value (Continued)
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(a) Methods and assumptions for measurement of fair value (Continued)

(iv) Derivative financial liabilities

The fair values of foreign currency forward and swaps contracts are determined by
the difference between the present value of the forward price and the contractual
price at the end of the reporting period, or is based on quoted market prices. The fair
values of interest rate swaps are estimated as the present value of estimated future
cash flows.

(b) Fair value measurement

(i)

(i)

Financial assets

The Group’s financial assets mainly consist of cash and deposits with the central
bank, receivables with banks and other financial institutions, loans and advances to
customers, lease receivables and investments.

Deposits with the central bank and receivables with banks and other financial
institutions are mostly priced at market interest rates and due within one year.
Accordingly, the carrying amounts approximate the fair values.

Loans and advances to customers and lease receivables are mostly priced at floating
rates close to the PBOC rates. Accordingly, the carrying amounts approximate the
fair values. The fair values of Loans and advances to customers measured at fair
value through other comprehensive income, are based on valuation techniques.

Financial investments at fair value through other comprehensive income and financial
investments at fair value through profit or loss are stated at fair value. The carrying
amount of financial investments at amortised cost is the reasonable approximations
of its fair values because, for example, it is short-term in nature or repriced at current
market rates frequently.

Financial liabilities

The Group'’s financial liabilities mainly include payables to banks and other financial
institutions, deposits from customers and subordinated debt securities issued.

Financial liabilities designated at fair value through profit or loss is presented with
fair value. The book value and fair value of debt securities issued is presented in
Note 34. The carrying amounts of other financial liabilities approximate their fair
value.
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46 Fair value (Continued)
(c) Fair value hierarchy

The following table presents the fair value of the Bank's financial instruments measured
at the end of the reporting period on a recurring basis, categorised into the three-level
fair value hierarchy as defined in IFRS 13, Fair value measurement. The level into which a
fair value measurement is classified is determined with reference to the observability and
significance of the inputs used in the valuation technique as follows:

Level 1: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices
in active markets for identical assets or liabilities at the measurement date;

Level 2:  Fair value measured using Level 2 inputs i.e. observable inputs which fail to
meet Level 1, and not using significant unobservable inputs. Unobservable
inputs are inputs for which market data are not available; and

Level 83:  Fair value measured using significant unobservable inputs

If there is a reliable market quote for financial instruments, the fair value of financial
instruments is based on quoted market prices. If a reliable quoted market price is not
available, the fair value of the financial instruments is estimated using valuation techniques.
Valuation techniques applied include reference to the fair value of another instrument that
is substantially the same, discounted cash flow analysis. The inputs used in valuation
techniques include risk-free and benchmark interest rates, and credit spreads. Where
discounted cash flow analysis is used, estimated cash flows are based on management’s
best estimates and the discount rate used is reference to another instrument that is

substantially the same.

Level 1 Level 2 Level 3 Total

Recurring fair value measurements
Assets
Financial assets at fair value through

profit or loss 171,269 60,933,110 43,754 61,148,133
Derivative financial assets - 33,450 - 33,450
Financial investments at fair value through

other comprehensive income - 77,141,172 155,054 77,296,226
Loans and advances to customers

measured at fair value through other

comprehensive income - 65,573,154 - 65,573,154
Total 171,269 203,680,886 198,808 204,050,963
Liabilities
Derivative financial liabilities - 335,589 - 335,589
Total - 335,589 - 335,589
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46 Fair value (Continued)

(c) Fair value hierarchy (Continued)

2022
Level 1 Level 2 Level 3 Total
Recurring fair value measurements
Assets
Financial assets at fair value through
profit or loss 318,558 35,373,532 60,222 35,752,312
Derivative financial assets = 93,255 93,255

Financial investments at fair value through

other comprehensive income - 94,302,872 124,879 94,427,751
Loans and advances to customers

measured at fair value through other

comprehensive income - 88,478,142 - 88,478,142
Total 318,658 218,247,801 185,101 218,751,460
Liabilities
Derivative financial liabilities = 562,679 = 562,679
Total - 562,679 - 562,679

During the reporting period, there were no significant transfers among instruments in
Level 1, Level 2 and Level 3.
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46 Fair value (Continued)
(c) Fair value hierarchy (Continued)

Movement of Level 3 fair value measurements of financial assets is as follows:

Financial
Financial investments

assets at fair value

at fair value through other
through comprehensive
profit or loss income

As at January 1, 2023 60,222 124,879
Total losses recognized in

— Profit or loss (7,972) =

Additions 26,237 30,175

Disposals and settlements (34,733) -

As at December 31, 2023 43,754 155,054

2022

Financial

Financial investments

assets at fair value

at fair value through other

through comprehensive

profit or loss income

As at January 1, 2022 45,973 23,896
Total losses recognized in

— Profit or loss (10,219) -

Arising from merger by absorption 1,008 7,971

Addition 23,460 93,012

As at December 31, 2022 60,222 124,879

Change in unrealised profit or loss for the year included profit or loss
for assets/liabilities held at the end of the year (10,219) -

47 Entrusted lending business

The Group provides entrusted lending business services to customers. All entrusted loans
are funded by entrusted funds from these customers. The Group does not take any credit
risk in relation to these transactions. The Group acts as an agent to hold and manage these
assets and liabilities at the direction of the entrustor and receives fee income for the services
provided. The entrusted assets are not the assets of the Group and are not recognized in the
statement of financial position. Surplus funding is accounted for as deposits from customers.

2022

Entrusted loans 22,175,488 29,168,758

Entrusted funds 22,175,488 29,168,758
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48 Commitments and contingent liabilities
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(a)

(b)

(c)

Credit commitments

The Group’s credit commitments take the form of approved loans with signed contracts,
bank acceptances, letters of credit and financial guarantees.

The contractual amounts of loans commitments represent the amounts should the
contracts be fully drawn upon. The Group provides financial guarantees and letters of
credit to guarantee the performance of customers to third parties. Acceptances comprise
of undertakings by the Group to pay bills of exchange drawn on customers. The Group
expects most acceptances to be settled simultaneously with the reimbursement from the

customers.
2022
Bank acceptances 70,913,639 106,432,704
Letters of credit 37,114,548 30,175,851
Loan commitments 14,369,815 12,552,210
Letters of guarantees 3,386,677 4,412,017
Total 125,784,679 153,572,782

The Group may be exposed to credit risk in all the above credit businesses. Group
Management periodically assesses credit risk and makes provision for any probable
losses. As the facilities may expire without being drawn upon, the total of the contractual
amounts shown above is not representative of expected future cash outflows.

Credit risk-weighted amount

2022

Credit risk-weighted amount 38,545,015 52,389,406

The credit risk-weighted amount represents the amount calculated with reference to the
guidelines issued by the former CBRC.

Capital commitments

As at December 31, the Group’s authorized capital commitments are as follows:

2022

Contracted but not paid for 1,035,620 907,518
Approved but not contracted for - 31,392
Total 1,035,620 938,910
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48 Commitments and contingent liabilities (Continued)
(d) Outstanding litigations and disputes
As at December 31, 2023, the Group was the defendant in certain pending litigation and
disputes with an estimated gross amounts of RMB1,506.05 million (2022: RMB1,300.32
million). The Group recognised the related litigation provision, which they believed to be

reasonable and sufficient.

49 Company-level statement of financial position

Note 2022

Assets
Cash and deposits with the central bank 64,549,655 74,864,813
Deposits with banks and other financial institutions 8,640,761 16,657,217
Placements with banks and other financial institutions 38,466,395 38,203,869
Derivative financial assets 33,450 93,255
Financial assets held under resale agreements 56,302,673 65,217,612
Loans and advances to customers 668,692,356 644,433,048
Financial investments:

Financial investments at fair value through profit or loss 61,130,616 35,728,852

Financial investments at fair value through other

comprehensive income 75,887,831 93,288,574

Financial investments at amortised cost 248,207,101 242,498,652
Investments in subsidiaries and joint venture 23 9,855,423 9,660,182
Property and equipment 7,474,505 7,938,050
Deferred tax assets 10,030,418 9,559,907
Goodwill 1,479,667 1,479,667
Other assets 5,573,569 8,454,970
Total assets 1,256,324,420 1,248,078,668
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49 Company-level statement of financial position (Continued)
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Liabilities and equity

Liabilities

Borrowing from the central bank

Deposits from banks and other financial institutions
Placements from banks and other financial institutions
Derivative financial liabilities

Financial assets sold under repurchase agreements
Deposits from customers

Debt securities issued

Other liabilities

67,646,204
41,625,471
11,691,640

335,589
73,121,287
830,103,754
132,178,954
7,838,608

2022

41,617,202
32,997,324
11,706,950
562,679
101,706,083
816,916,451
143,190,608
10,681,188

Total liabilities

1,164,541,507

1,159,378,485

Equity

Share capital 36,549,823 36,549,823
Other equity instruments 13,998,937 13,632,510
Reserves 38,612,635 35,112,571
Retained earnings 2,621,518 3,405,279
Total equity 91,782,913 88,700,183

Total liabilities and equity

1,256,324,420

1,248,078,668

Comparative figurers

Certain comparative figures have been adjusted to conform current year's presentation and to
provide comparative amounts in respect of items disclosed in 2023.
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51 Possible impact of amendments, nhew standards and interpretations issued but
not yet effective for the year ended December 31, 2023

Up to the date of issue of these financial statements, a number of amendments, new standards
and interpretations are issued which are not yet effective for the year ended December 31,
2023 and which have not been adopted in these financial statements. These include the
following which may be relevant to the Group.

Effective for
accounting
period beginning

on or after
Amendments to IAS 1, Presentation of financial statements: Classification of

liabilities as current or non-current (2020 amendments”) January 1, 2024
Amendments to IAS 1, Presentation of financial statements:

Non-current liabilities with covenants (2022 amendments”) January 1, 2024
Amendments to IFRS 16, Leases: Lease liability in a sale and leaseback January 1, 2024
Amendments to IAS 7, Statement of cash flows and IFRS 7, Financial

Instruments: Disclosures: Supplier finance arrangements January 1, 2024
Amendments to IAS 21, The effects of changes in foreign exchange rates:

Lack of exchangeability January 1, 2024

The Group isin the process of making an assessment of what the impact of these developments
is expected to be in the period of initial application. So far it has concluded that the adoption
of them is unlikely to have a significant impact on the consolidated financial statements.
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Liquidity coverage ratio and leverage ratio

Average for
2023 2023

Liquidity coverage ratio (RMB and foreign currency) 316.77% 437.67%

Average for
2022 2022

Liquidity coverage ratio (RMB and foreign currency) 612.97% 343.45%

Pursuant to the Administrative Measures for Liquidity Risk Management of Commercial Banks
(Provisional), the liquidity coverage ratio of commercial banks shall reach 100% by the end
of 2018. During the transitional period, such ratio shall reach 60%, 70%, 80% and 90% by the
end of 2014, 2015, 2016 and 2017, respectively.

Leverage ratio

December 31, December 31,
2023 2022

Leverage ratio 6.87% 6.03%

Pursuant to the Leverage Ratio Management of Commercial Banks issued by the former CBRC
and was effective since April 1, 2015, a minimum leverage ratio 4% is required.

The above liquidity coverage ratio and leverage ratio are calculated in accordance with the
formula promulgated by the former CBRC and based on the financial information prepared in
accordance with PRC GAAP.

Net stable funding ratio

December 31, September 30, June 30, March 31, December 31,
2023 2023 2023 2023 2022

Available stable funding 800,867,812 836,485,250 872,684,503 834,720,728 778,502,226
Required stable funding 675,859,200 660,740,315 659,957,712 612,931,995 584,570,290
Net stable funding ratio 118.50% 126.60% 132.23% 136.18% 133.18%
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3 Currency concentrations

December 31, 2023

US Dollars

(RMB
equivalent)

HK Dollars Others
(RMB (RMB
equivalent) equivalent)

Spot assets 13,309,723 1,839,044 54,449 15,203,216
Spot liabilities (4,478,844) (26,016) (26,423) (4,531,283)
Net position 8,830,879 1,813,028 28,026 10,671,933
December 31, 2022

US Dollars HK Dollars Others

(RMB (RMB (RmMB
equivalent) equivalent) equivalent) Total
Spot assets 24,524,861 2,364,652 56,605 26,946,118
Spot liabilities (4,915,805) (52,732) (82,723) (5,001,260)
Net position 19,609,056 2,311,920 23,882 21,944,858

The Group has no structural position at the end of Reporting Period.

International claims

The Bank is principally engaged in business operations within Mainland China, and regards
all claims on third parties outside Mainland China as international claims.

International claims include amounts due from banks and other financial institutions and

financial investments.

A country or geographical area is reported where it constitutes 10% or more of the aggregate
amount of international claims, after taking into account any risk transfers. Risk transfers are
only made if the claims are guaranteed by a party in a country which is different from that of
the counterparty or if the claims are on an overseas branch of a bank whose Head Office is

located in another country.

December 31, 2023

Banks and

other financial
institutions

Public Non-bank
sector private
entities sectors

Asia Pacific 5,419,511 - 6,994,785 12,414,296
North America 1,167,778 - - 1,167,778
Others 20,083 - - 20,083

6,607,372 - 6,994,785 13,602,157
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International claims (Continued)

December 31, 2022

Banks and Public Non-bank

other financial sector private
institutions entities sectors Total
Asia Pacific 18,654,594 - 8,771,532 22,426,126
North America 88,427 - - 88,427
Others 436,188 - - 436,188
14,179,209 - 8,771,532 22,950,741

Gross amount of overdue loans and advances

December 31,
2023

December 31,

2022

Gross loans and advances which have been overdue with respect
to either principal or interest for periods of

— between 3 and 6 months (inclusive) 1,473,141 2,534,810
— between 6 months and 1 year (inclusive) 2,733,955 3,776,265
—over 1 year 8,993,474 5,067,726
Total 13,200,570 11,378,801
As a percentage of total gross loans and advances
— between 3 and 6 months (inclusive) 0.21% 0.37%
— between 6 months and 1 year (inclusive) 0.39% 0.55%
—over 1 year 1.27% 0.74%
Total 1.87% 1.66%

ZHONGYUAN BANK CO., LTD.



“14 County Banks”

“AB Leasing”

“Articles of Association” or

“Bank’s Articles of Association”

o« ”

“Bank”, “we”, “us”,
“Company” or
“Zhongyuan Bank”

“Bank of Luoyang” or

“the former Bank of Luoyang”

“Bank of Pingdingshan”

“Board of Supervisors”

“Board” or “Board of Directors”

“BOL Financial Leasing”

“CBIRC”

“‘CBRC”

“China” or “PRC”

“Consumer Finance Company”

“Corporate Governance Code”

“CSRC”

Definitions

Linzhou Zhongyuan County Bank Co., Ltd. (#MFRAERITRMH AR A A), Qixian
Zhongyuan County Bank Co., Ltd. (CHEHRENERITERGOBERAT), Xinxiang
Zhongyuan County Bank Co., Ltd. (3r 8+ RAT #8817k H B R A &), Puyang Zhongyuan
County Bank Co., Ltd. CE5H RITEHEITRMD AR A A]), Lushi Zhongyuan County Bank
Co., Ltd. (B RIEIRITRMER A E]), Xiangcheng Zhongyuan County Bank Co.,
Ltd. (BB REFNERTRMABER A A]), Xinyang Pinggiao Zhongyuan County Bank Co.,
Ltd. (155 FigHh R R TR AR A Al), Xiping Zhongyuan County Bank Co., Ltd. (
70 R R ITAR D B R A R]), Suiping Zhongyuan County Bank Co., Ltd. (&F+F R
BTN AR A7), Shenzhen Nanshan Baosheng County Bank Co., Ltd. (&I
L8 A IERITRR D BR A A]), Henan Luanchuan Minfeng County Bank Co., Ltd. (JAF
)| REMEETRHMBRAFR), Mengjin Minfeng County Bank Co., Ltd. (FZERZH
HERITIH AR AR, Jiaxian Guangtian County Bank Co., Ltd. (K82 /E X $EB1TRLD
BB /AR]), Luohe Yancheng Zhongyuan County Bank Co., Ltd. (&7 BBk A R A SR SR 1T
BREERA)

AB Leasing Co., Ltd. (FiR& R ER KB ER A A), a joint stock company incorporated
in the PRC with limited liability and a subsidiary of the Bank

articles of association of the Bank as may be amended, supplemented or otherwise
modified from time to time

Zhongyuan Bank Co., Ltd. (FFRIRITARD ER A F]), a joint stock company established
on December 23, 2014 in the PRC with limited liability pursuant to the relevant
PRC laws and regulations, and, if the context requires, includes its predecessors,
branches and sub-branches and all subsidiaries

Bank of Luoyang Co., Ltd., a company principally engaged in banking business

Bank of Pingdingshan Co., Ltd., a company principally engaged in banking business
the board of Supervisors of the Bank
the board of Directors of the Bank

BOL Financial Leasing Co., Ltd. (BiR& R &M AR A F]), a joint stock company
incorporated in the PRC with limited liability and a subsidiary of the Bank

China Banking and Insurance Regulatory Commission, a former name of the National
Administration of Financial Regulation

China Banking Regulatory Commission, a former name of the National Administration
of Financial Regulation

the People’s Republic of China, but for the purpose of this annual report, excluding
Hong Kong Special Administrative Region, Macau Special Administrative Region and
Taiwan of the PRC

Henan Zhongyuan Consumer Finance Co., Ltd. (@R EEEL RO AR AR, a
joint stock company established in the PRC on December 29, 2016 and a joint venture
of our Bank

the Code on Corporate Governance under Appendix C1 to the Hong Kong Listing
Rules

China Securities Regulatory Commission

2023 ANNUAL REPORT 317




Definitions

“Directors”

“Domestic Shares”
“H Shares”

‘HKS$”

“Hong Kong Listing Rules”

“Hong Kong Stock Exchange”
“Hong Kong” or “HK”

“Jiaozuo Bank of China
Travel Service”,
“Bank of JZCTS” or
“the former Jiaozuo Bank of
China Travel Service”

“Listing Date”

“Lushi Zhongyuan County Bank”

“Main Board”

“Model Code”

“PBOC” or “Central Bank”

“Preference Shares” or
“Offshore Preference Shares”

“Reporting Period”
“RMB” or “Renminbi”

“‘SFO”

“Shareholder(s)”

“Shares”

“Supervisors”

directors of the Bank

ordinary shares of RMB1.00 each in the share capital of the Bank, which are
subscribed for or credited as paid up in Renminbi

ordinary shares of RMB1.00 each in the share capital of the Bank, which are listed on
the Hong Kong Stock Exchange

the lawful currency of Hong Kong

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

The Stock Exchange of Hong Kong Limited
the Hong Kong Special Administrative Region of the PRC

Jiaozuo Bank of China Travel Service Co., Ltd., a company principally engaged in
banking business

July 19, 2017, the date on which dealings in the H Shares commenced on the Main
Board of Hong Kong Stock Exchange

Lushi Zhongyuan County Bank Co., Ltd. (B KR RIT#EIRITRMD AR A A]), a joint stock
company established in the PRC on May 15, 2012 and a subsidiary of the Bank

the stock market operated by the Hong Kong Stock Exchange (excluding the option
market), independent of and operated in parallel with the GEM Board of the Hong
Kong Stock Exchange

the Model Code for Securities Transactions by Directors of Listed Issuers as set out
in Appendix C3 to the Hong Kong Listing Rules

The People’s Bank of China (1 B A R#R1T)

69,750,000 shares of non-cumulative perpetual offshore preference shares with a
nominal value of RMB100 each issued by the Bank and listed on the Hong Kong Stock
Exchange, all of which have been redeemed on November 21, 2023

for the year ended December 31, 2023
the lawful currency of the PRC

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

the holder(s) of the Shares

ordinary shares in the share capital with a nominal value of RMB1.00 each of the
Bank, including Domestic Shares and H Shares

the supervisors of the Bank
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