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IMPORTANT

IMPORTANT: If you are in doubt about any information contained in this prospectus, you should obtain independent professional advice.

ZHONGYUAN BANK CO., LTD.*
FRE|ETRMOAERQ T

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

GLOBAL OFFERING

Number of Offer Shares in the : 3,300,000,000 H Shares (comprising 3,000,000,000 H
Global Offering Shares to be offered by the Bank and 300,000,000
Sale Shares to be offered by the Selling
Shareholders subject to the Over-allotment Option)
Number of Offer Shares in the : 2,970,000,000 H Shares (subject to adjustment and
International Offering the Over-allotment Option)
Number of Hong Kong Offer Shares : 330,000,000 H Shares (subject to adjustment)
Maximum Offer Price : HK$2.53 per H Share (payable in full on application
in Hong Kong dollars, subject to refund on final
pricing), plus brokerage of 1%, a SFC transaction
levy of 0.0027% and a Hong Kong Stock Exchange
trading fee of 0.005%
Nominal value : RMB1.00 per H Share
Stock code : 1216
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this prospectus. A copy of this prospectus, having attached thereto the documents specified in
“Appendix VIII — Documents Delivered to the Registrar of Companies and Available for Inspection”, has been registered by the Registrar of Companies in Hong Kong
as required by Section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap.32). The Securities and Futures Commission and the Registrar
of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above. The Offer Price is expected to be fixed
by agreement between the Joint Global Coordinators (on behalf of the Underwriters) and us (on behalf of ourselves and the Selling Shareholders) on the Price
Determination Date. The Price Determination Date is expected to be on or around Wednesday, July 12, 2017 and, in any event, not later than Monday, July 17, 2017.
The Offer Price will be no more than HK$2.53 per Offer Share and is currently expected to be no less than HK$2.42 per Offer Share unless otherwise announced. If,
for whatever reason, the Offer Price is not agreed by Monday, July 17, 2017, between the Joint Global Coordinators (on behalf of the Underwriters) and us (on behalf
of ourselves and the Selling Shareholders), the Global Offering (including the Hong Kong Public Offering) will not proceed and will lapse.

We are incorporated, and substantially all of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic and
financial systems between the mainland of the PRC and Hong Kong and that there are different risk factors relating to investments in PRC-incorporated businesses.
Potential investors should also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should take into
consideration the different market nature of our Shares. See “Risk Factors”, “Supervision and Regulation”, “Appendix IV — Summary of Principal Legal and Regulatory
Provisions” and “Appendix V — Summary of Articles of Association”.

The Joint Global Coordinators (on behalf of the Underwriters) may, with our consent (on behalf of ourselves and the Selling Shareholders) reduce the number of Offer
Shares being offered under the Global Offering and/or the indicative offer price range stated in this prospectus (which is HK$2.42 to HK$2.53 per H Share) at any time
on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a case, notices of the reduction in the number of Offer
Shares and/or the indicated offer price range will be published in the South China Morning Post (in English) and Hong Kong Economic Times (in Chinese). Such notice
will also be available on the websites of the Hong Kong Stock Exchange at www.hkexnews.hk and our Bank at www.zybank.com.cn. See “Structure of the Global
Offering” and “How to Apply for Hong Kong Offer Shares”.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Global Coordinators (on behalf
of the Underwriters) if certain grounds arise prior to 8 : 00 a.m. on the Listing Date. See “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public
Offering — Grounds for Termination”.

The Offer Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended, and may only be offered, sold, pledged or transferred (i)
within the United States to QIBs as defined in Rule 144A or in reliance on another exemption from registration requirements under the U.S. Securities Act of 1933, as

amended, or (ii) outside the United States in accordance with Regulation S.

*  We are 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/deposit-taking business in Hong Kong.

June 30, 2017



EXPECTED TIMETABLE®

Latest time for completing electronic applications under

White Form eIPO service through the designated
website www.eipo.com.hk® .. ... ... ... L. 11:30 a.m. on Tuesday, July

Application lists open® .. ... ... ... ... 11:45 a.m. on Tuesday, July

Latest time for lodging WHITE and YELLOW
Application Forms . ........ .. ... .. ... ... ... ... 12:00 noon on Tuesday, July

Latest time for giving electronic application
instructions to HKSCC™ .. ... ... ... ... ... ... .... 12:00 noon on Tuesday, July

Latest time for completing payment for White Form eIPO

applications by effecting Internet banking transfer(s) or

PPS payment transfer(s) ............ .. ... .. ..... 12:00 noon on Tuesday, July
Application lists close™® . ...... ... ... ... ... ...... 12:00 noon on Tuesday, July
Expected Price Determination Date™. . . ... ... ... ... ... ......... Wednesday, July
(1) Announcement of:

(2)

° the Offer Price;

° the level of applications in the Hong Kong Public Offering;

° the level of indications of interest in the International Offering; and
° the basis of allotment of the Hong Kong Offer Shares

to be published in the South China Morning Post (in English) and

the Hong Kong Economic Times (in Chinese), and on the website

of the Hong Kong Stock Exchange at www.hkexnews.hk®and

the Bank’s website at www.zybank.com.ecn® on... ... ... ... .. ... Tuesday, July

Announcement of results of allocations in the Hong Kong

Public Offering (including successful applicants’

identification document numbers, where appropriate)

will be available through a variety of channels

(see “How to Apply for Hong Kong Offer Shares

— 11. Publication of Results”) from . ......... ... ... ... ... .... Tuesday, July

Results of allocations in the Hong Kong Public Offering
will be available at www.iporesults.com.hk
with a “search by ID” function from . .......... ... ... ......... Tuesday, July

H Share certificates in respect of wholly or partially
successful applications to be despatched or
deposited into CCASS on or before™ ... ... ... ... ... ... ......... Tuesday, July

11, 2017

11, 2017

11, 2017

11, 2017

11, 2017

11, 2017

12, 2017

18, 2017

18, 2017

18, 2017

18, 2017



EXPECTED TIMETABLE®

White Form e-Refund payment instructions/refund cheques
in respect of wholly or partially unsuccessful applications
to be despatched on or before® ... L. Tuesday, July 18, 2017

Dealings in the H Shares on the Hong Kong
Stock Exchange expected to commence at 9:00 am. on ........... Wednesday, July 19, 2017

through Tuesday, July 11, 2017, being slightly longer than normal market practice of four days. The
application monies (including the brokerages, SFC transaction levies and Hong Kong Stock
Exchange trading fees) will be held by the receiving banks on behalf of the Bank and the refund
monies, if any, will be returned to the applicants without interest on Tuesday, July 18, 2017.
Investors should be aware that the dealings in the H Shares on the Hong Kong Stock Exchange are
expected to commence on Wednesday, July 19, 2017.

The application for the Hong Kong Offer Shares will commence on Friday, June 30, 2017

Notes:

()

(2)

(3)

(4)

(5)

(6)
(7

(&)

9

All dates and times refer to Hong Kong local time, except as otherwise stated. For details of the structure of the Global
Offering, including conditions of the Hong Kong Public Offering, please refer to the section headed “Structure of the
Global Offering.”

You will not be permitted to submit your application to the White Form eIPO Service Provider through the designated
website at www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted
your application and obtained an application reference number from the designated website prior to 11:30 a.m., you will
be permitted to continue the application process (by completing payment of the application monies) until 12:00 noon on
the last day for submitting applications, when the application lists close.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Tuesday, July 11, 2017, the application lists will not open on that day.
Please refer to the section headed “How to Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather on the
Opening of the Application Lists” for further details.

Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
refer to the section headed “How to Apply for Hong Kong Offer Shares — 6. Applying by Giving Electronic Application
Instructions to HKSCC via CCASS.”

The Price Determination Date is expected to be on or about Wednesday, July 12, 2017, and, in any event, not later than
Monday, July 17, 2017. If, for any reason, the Offer Price is not agreed between the Joint Global Coordinators (on behalf
of the Underwriters) and us on or before Monday, July 17, 2017, the Global Offering will lapse.

None of the website or any of the information contained on the website forms part of this prospectus.

No temporary documents of title will be issued in respect of the Offer Shares. H Share certificates will only become valid
certificates of title provided that (i) the Global Offering has become unconditional in all respects and (ii) the
Underwriting Agreements have not been terminated in accordance with their respective terms prior to 8:00 a.m. on the
Listing Date. Investors who trade H Shares on the basis of publicly available allocation details prior to the receipt of
share certificates or prior to the share certificates becoming valid certificates of title do so entirely at their own risk.

Applicants who apply for 1,000,000 or more Hong Kong Offer Shares under the Hong Kong Public Offering and have
provided all required information may collect refund cheque(s) (where applicable) and/or H Share certificate(s) (where
applicable) in person from our H Share Registrar, Computershare Hong Kong Investor Services Limited, from 9:00 a.m.
to 1:00 p.m. on Tuesday, July 18, 2017. Applicants being individuals who are eligible for personal collection must not
authorize any other person to make collection on their behalf. Applicants being corporations who are eligible for personal
collection must attend by their authorized representatives each bearing a letter of authorization from their corporation
stamped with the corporation’s chop. Both individuals and authorized representatives (if applicable) must produce, at the
time of collection, evidence of identity to our H Share Registrar. Uncollected H Share certificates and refund cheques
will be dispatched by ordinary post at the applicants’ own risk to the addresses specified on the relevant Application
Forms. For details of the arrangements, please refer to the section headed “How to Apply for Hong Kong Offer Shares
— 14. Despatch/Collection of Share Certificates and Refund Monies.”

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful applications in the event
that the final Offer Price is less than the price payable per Offer Share on application.



EXPECTED TIMETABLE®

The H Share certificates will only become valid certificates of title provided that the Global
Offering has become unconditional in all respects and neither the Hong Kong Underwriting Agreement
nor the International Purchase Agreement is terminated in accordance with its respective terms prior
to 8:00 a.m. on the Listing date (which is expected to be on or about Wednesday, July 19, 2017).
Investors who trade the H Shares on the basis of publicly available allocation details prior to the
receipt of H Share certificates or prior to the H Shares certificates becoming valid certificates of title
do so entirely at their own risk.

The above expected timetable is a summary only. For details of the structure of the Global
Offering, including its conditions, and the procedures for applications for Hong Kong Offer Shares,
see the sections headed “Structure of the Global Offering” and “How to Apply for Hong Kong Offer
Shares” in this prospectus respectively.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
As it is a summary, it does not contain all the information that may be important to you. You
should read the whole document before you decide to invest in the H Shares. There are risks
associated with any investment. Some of the particular risks in investing in the H Shares are set
out in the section entitled “Risk Factors” of this prospectus. You should read that section
carefully before you decide to invest in the H Shares.

In order to present our financial condition and results of operations on a comparable basis
during the Track Record Period, we have added the corresponding statement of profit and loss
and other comprehensive income line items (i) for the period from January 1, 2014 to December
22, 2014 in the Combined Financial Information and (ii) for the period from December 23, 2014
to December 31, 2014 in the Historical Financial Information, and used the average of statement
of financial position line items of the Predecessor Entities as of January 1, 2014 and of the
Group as of December 31, 2014, for purpose of presenting statement of profit and loss and other
comprehensive income figures for the full year ended December 31, 2014 for the calculation of
financial ratios and average balances as of or for the year ended December 31, 2014 in this
section and other sections of this prospectus.

OVERVIEW

We are the largest city commercial bank in Henan Province, in terms of total assets, total deposits
from customers, total loans to customers, total shareholders’ equity, operating income and total
number of outlets as of and for the year ended December 31, 2016, according to the CBRC Henan
Office. We are the only city commercial bank directly administered by the provincial government in
Henan Province. We ranked 210™ among the “Top 1000 World Banks” in terms of tier-one capital as
of December 31, 2015 by The Banker in 2016, being the 31° among all PRC commercial banks, and
the 9" among all PRC city commercial banks on this list.

We invested in building up a business network with comprehensive coverage across Henan
Province. As of December 31, 2016, we had one head office, 17 branches, 421 sub-branches, including
305 city-level sub-branches, 116 county-level and township-level sub-branches, and a total of 439
outlets, which covered all 18 prefectural-level cities and 82 counties, representing approximately 80%
of all counties across Henan Province. In addition, leveraging favorable policies promulgated by the
Henan Government, including “Opinions on Accelerating the Development of Zhongyuan Bank (<[
I SR AT EE R AR L) ), we successfully established and enhanced long-term relationships
with government agencies, public institutions and enterprises with strategic importance in Henan
Province and China. As of the Latest Practicable Date, our corporate banking customers included
many leading state-owned and private enterprises in Henan Province, covering a wide range of
industries.

Since the establishment of our Bank, we have invested in the development and application of
advanced financial technology to establish and maintain our competitiveness, in particular,
technologies that are crucial to our business operations and internal management. For details, please
see “Business — Information Technology — Overview” on page 231 of this prospectus. Capitalizing
on our in-depth knowledge of our customers’ preferences for financial products and services in the
Internet era, we have established a competitive edge over our industry peers by promoting various
products and services with strong technology capabilities. In 2016, we were granted “Gold Reputation
Financial Technology Security Award (4 I 4 fl B} # % 422 48)” by the Modern Bankers and Hongru
Financial Education Foundation (WEfE&RI%ZHE 54 &) in recognition of our achievements in
providing technical support to our customers for secure electronic transactions.

Our total assets grew at a CAGR of 44.7% from RMB206,947.8 million as of December 31, 2014
to RMB433,071.4 million as of December 31, 2016. According to the CBRC Henan Office, our market
share in terms of total assets, total deposits from customers, total loans to customers and operating
income was 6.1%, 4.8%, 4.3% and 5.5% as of and for the year ended December 31, 2016, respectively,
among all banks in Henan Province.
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We have received several honors and awards for our business performance and management. For
example:

° In 2015 and 2016, we were recognized as “The Best City Commercial Bank (4F B fiz {£ Ik
TR 2E4R17)” by the Institute of Finance and Banking of the Chinese Academy of Social
Science (7P BALB}E 4 BT 5L FT) and Financial News (4 RFER).

° In recognition of our outstanding performance in the interbank domestic currency market,
we were granted “The Best City Commercial Bank Award in the Interbank Domestic
Currency Market (S8R4T [H] 4 W5 i 855 fe (4 7 7 26 4R 47 88)” in 2015 and “The Outstanding
Dealer in the Interbank Domestic Currency Market ($£717 ] 4% ¥ i 5508 5 22 %) ) in 2016
by China Foreign Exchange Trading System & National Inter-bank Funding Center.

° In 2015, in recognition of our outstanding contribution to the real economy, we were
awarded the “Best Bank in Serving the Real Economy (Ff:iR% B HE 48 ER1T48)” by
Henan Banking Association (7] i & #8173 W €).

° In 2015, in recognition of our contribution to the local economy, we were granted the “2014
Best Service to Local Economy (20144F & i (£ I B5 L 77 K835 8€)” by Modern Bankers.

Our Bank was established through the consolidation of the Thirteen City Commercial Banks, all
of which were city commercial banks in Henan Province with relatively smaller scale and limited
potential for development, in accordance with policies issued by the PRC government and other
authorities for promoting establishment of a city commercial bank directly administered by the
provincial government in Henan Province to better serve the development of the Central Plains
Economic Zone ("' JR#&L 5 |i). Please also see “Our History and Development — Our History” and
“Our History and Development — Reorganization”.

Our principal lines of businesses include corporate banking, retail banking and our financial
markets business. The following table sets forth our operating income by segment for the periods
indicated:

From January 1, From December 23,
2014 to December 2014 to December
22,2014 31, 2014 2014 2015 2016

For the year ended December 31,

% of % of % of % of % of
Amount  total  Amount  total Amount” total Amount  total  Amount total

(in millions of RMB, except for percentages)

Corporate banking ............... 6,164.1 67.9% 102.5 23.5%  6,266.6 65.8%  6,625.8 60.0%  7,261.1 61.5%
Retail banking ...........ccccconee. 2,001.8 22.0% 19.3 4.4%  2,021.1 21.2% 2,538.4 23.0%  2,768.0 23.5%
Financial markets business® . 817.0 9.0% 259.3 59.3% 1,076.3 11.3% 1,668.6 15.1% 1,563.6 13.2%
Others™ ...oiiiiieeeee, 100.1 1.1% 55.9 12.8% 156.0 1.7% 217.5 1.9% 211.0 1.8%
Total™ ..o 9,083.0  100.0% 437.0 100.0%  9,520.0 100.0% 11,050.3 100.0% 11,803.7 100.0%
Notes:

(1)  In order to present our financial condition and results of operations on a comparable basis during the Track Record
Period, we have added the corresponding statement of profit and loss and other comprehensive income line items (i) for
the period from January 1, 2014 to December 22, 2014 included in Appendix IA to this prospectus and (ii) for the period
from December 23, 2014 to December 31, 2014 included in Appendix IB to this prospectus.

(2)  Consists primarily of money market transactions, investment business, wealth management, debt securities underwriting
and distribution, and bill discounting and rediscounting.

(3)  Consists primarily of income that is not directly attributable to any specific segment.
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(4)  Our operating income from these segments represents the net interest income derived solely from the respective lines of
business, which is further added/deducted by net fee and commission income/(expense), net trading gains/(losses), net
gains/(losses) arising from investment securities or other operating income/(expense), as applicable, attributable to the
respective lines of business. As a result, the operating income set forth in this table is different from the income from
our investment business set forth in the tables on pages 4 and 5 of this prospectus.

The following table sets forth our loans to customers by business line as of the dates indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Corporate 10ans.......coeeeevuveeeiinneennnnns 71,329.8 64.2% 99,261.4 71.1% 110,633.0 67.1%
Personal loans............cccoooviiiiiininin. 24.215.4 21.8% 28,373.1 20.3% 44,659.8 27.1%
Discounted bills...........coeeiiineeninnn.. 15,587.6 14.0% 11,965.0 8.6% 9,595.7 5.8%
Total ......ccooviiiiiiiiiiee e 111,132.8 100.0 % 139,599.5 100.0 % 164,888.5 100.0 %

Investment Business

In managing our investment business, we mainly invest in Standard Investment Products and
Non-standard Credit Assets. During the Track Record Period, our investment business experienced
significant growth. As of December 31, 2014, 2015 and 2016, our investments in Standard Investment
Products and Non-standard Credit Assets amounted to RMB36,588.8 million, RMB88,700.9 million
and RMB182,972.1 million, respectively, accounting for 17.7%, 29.0% and 42.2%, respectively, of our
total assets, as of the same dates. Among our total investments in Standard Investment Products and
Non-standard Credit Assets as of December 31, 2014, 2015 and 2016, RMB20,656.0 million,
RMB21,854.8 million and RMB36,539.3 million, respectively, were investments we made through our
structured finance business line. Please also see “— Corporate Banking — Investment Banking —
Structured Finance”.

The following table sets forth a breakdown of the total balance of our Standard Investment
Products and Non-standard Credit Assets as of the dates indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except percentages)

Standard Investment Products ......... 15,932.8 43.5% 35,322.3 39.8% 73,840.1 40.4%

Non-standard Credit Assets
Trust plans..........ceeeeeeeeieeiiiineens 14,467.5 39.6% 20,871.6 23.5% 27,494.5 15.0%
Asset management plans ............. 2,715.2 7.4% 13,787.8 15.6% 35,230.1 19.3%

Wealth management products
issued by other PRC

commercial banks .................. 1,720.1 4.7% 18,719.2 21.1% 34,287.7 18.7%
Investment funds and others ....... 1,753.2 4.8% — — 12,119.7 6.6%
Sub-total........coeeiivieiiiiieeeeien 20,656.0 56.5% 53,378.6 60.2% 109,132.0 59.6%

Total ......ccoooviiiiiiiii 36,588.8 100.0 % 88,700.9 100.0 % 182,972.1 100.0 %
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The following table sets forth a breakdown of the total balance of our investments in Standard
Investment Products and Non-standard Credit Assets as of the dates indicated.

As of December 31,
2014 2015 2016

% of % of % of % of % of % of
% of net total % of net total % of net total
Amount total assets assets Amount total assets assets Amount total assets  assets

(in millions of RMB, except percentages)

Standard
Investment

Products ....15,932.8 43.5% 569%  7.7% 35,322.3 39.8% 105.7% 11.5% 73,840.1 40.4% 208.0% 17.0%
Non-standard

Credit
Assets ........ 20,656.0 56.5% 73.7% 10.0% 53,378.6 60.2% 159.7% 17.5% 109,132.0 59.6% 307.4% 25.2%
Total ............. 36,588.8 100.0% 130.6% 17.7% 88,700.9 100.0% 265.4% 29.0% 182,972.1 100.0% 515.4% 42.2%

The following table sets forth a breakdown of our income from our investment business for the
years indicated.

For the year ended December 31,
2014 2015 2016
(in millions of RMB)

Interest income from financial investments‘" 729.5 1,896.4 3,964.7
Net trading income/(10SSes) ..c...vvevrunriiiiineiiinnaenn. 142.7 142.4 (71.7)
Net gains/(losses) from financial iINVEStMENTS ........eiiviiiiiiiiiiiiiiiiiiiiieieeciieeee 40.5 (0.6) 9.1
TOAL .o e aaas 912.7 2,038.2 3,902.1
Note:

(I)  Consists of interest income from financial investments that is derived from our financial markets business segment
without deducting any interest expenses, not including the interest income derived from structured finance that is
classified into our corporate banking segment, which amounted to RMB1,468.5 million, RMB1,403.1 million and
RMB2,117.2 million in 2014, 2015 and 2016, respectively, without deducting any interest expenses.

The following table sets forth a breakdown of our interest income from our Standard Investment
Products and Non-standard Credit Assets and their respective average rate of return for the years
indicated.

For the year ended December 31,

2014 2015 2016
Average Average Average
% of rate of % of rate of % of rate of
Amount total return”  Amount total return”  Amount total return®

(in millions of RMB, except percentages)

Standard Investment

Products............... 729.5 33.2% 4.65% 1,124.3 34.1% 4.59% 1,943.2 32.0% 3.56%
Non-standard Credit

Assets® ... 1,468.5 66.8% 7.36% 2,175.2 65.9% 5.88% 4,138.7 68.0% 5.09%
Total ....................... 2,198.0 100.0% 6.17 % 3,299.5 100.0 % 5.36% 6,081.9 100.0% 4.48%
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Notes:

(1)  Calculated by dividing (i) our income from the corresponding assets in the year, by (ii) the average balance of these
assets at the beginning and the end of the year.

2) Consist of interest income from financial investments that is derived from our financial markets business segment
without deducting any interest expenses, including the interest income derived from structured finance that is classified
into our corporate banking segment, which amounted to RMB1,468.5 million, RMB1,403.1 million and RMB2,117.2
million in 2014, 2015 and 2016, respectively, without deducting any interest expenses.

In 2014, 2015 and 2016, our interest income from financial investments in Non-standard Credit
Assets represented 66.8%, 65.9% and 68.0%, respectively, of our total income from our investment
business, which remained relatively stable. The average rate of return for our investment in Standard
Investment Products was 4.65%, 4.59% and 3.56% in 2014, 2015 and 2016, respectively, while the
average rate of return for our investments in Non-standard Credit Assets was 7.36%, 5.88% and 5.09%
in the same years. The continued decreases in our average rate of return of our investments were
primarily due to (i) the impact of the consecutive interest rate cuts by the PBoC and (ii) market
competition after the interest rate liberalization.

OUR COMPETITIVE STRENGTHS
Our strengths include:

° Being the largest city commercial bank in Henan Province, we have been continuously
benefiting from Henan Province’s rapid economic development brought by China’s further
economic reform.

° Led by our visionary and ambitious management team, we built up a highly effective
management structure and governance mechanism with reference to leading nationwide
joint-stock commercial banks in China, laying a solid foundation for our rapid business
development.

° Based on our in-depth understanding of internet finance, we have become an industry
pioneer in product innovation through continuous investment in information technology.

° Our corporate banking, retail banking and rural financial services highly accord with Henan
Province’s economy.

° By offering diversified products, we have successfully achieved rapid expansion of
financial markets business and improved our profitability.

° We have successfully improved and maintained good asset quality through our prudent risk
management system with comprehensive enforcement.

For details of our strengths, please see “Business — Our Competitive Strengths” on page 169 to
page 176 of this prospectus.

OUR STRATEGIES

Our vision is to become a leading commercial bank in China. In line with our development
strategies of “offering featured products in traditional banking business, accomplishing break-through
by innovation and taking first-mover advantage in developing future business ({4 4% 2Bk €2, AlHr
IR T, KA ZEFKSET)”, we intend to further enhance our risk management and internal
control systems, and continue in developing an efficient, convenient and innovative financial services
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that cater to different customers’ needs while keep on expanding the scope of our products and
services, so that we can further enhance and promote market recognition of our brand name. We seek
to achieve our vision through the following strategies:

° In line with our strategy of “rooted in Henan with country-wide radiation (JR#F g >
4 B)”, we intend to further enhance our leading market position in Henan Province
while observing opportunities to expand our business scope.

° In line with our strategy of “offering featured products in traditional banking business
(4T E MR £8)”, we intend to build a well-recognized brand name associated with
quality products and services.

° In line with our strategy of “accomplishing break-through by innovation (##7E% % %
%)”, we intend to develop comprehensive financial products and services to meet demands
of specific target customer groups, so as to improve our profitability.

° In line with our strategy of “taking first-mover advantage in developing future business (&
A ZEH K4 5E)”, we intend to further strengthen our IT capabilities to be better positioned
as a “Bank of Future (FZK4R1T)” in dealing with future challenges.

° Strengthen and improve corporate governance, and optimize organizational structure with
market-oriented philosophy.

o Continuously enhance the risk control system to improve asset quality.

For details of our strategies, please see “Business — Our Development Strategies” on pages 176
to 180 of this prospectus.

SUMMARY HISTORICAL FINANCIAL INFORMATION

You should read the summary historical financial information set forth below in conjunction with
our financial information included in the Accountants’ Reports set forth in Appendices IA and IB,
which were prepared in accordance with IFRS, and the sections headed “Assets and Liabilities” and
“Financial Information” of this prospectus.

The Directors of the Bank have prepared two sets of financial information included in the
accountants’ reports as set forth in Appendix IA and Appendix IB to this prospectus:

° the financial information of the business of the Bank (the “Business™) carried out by its
predecessors, the Thirteen City Commercial Banks (the “Predecessor Entities”), for the
period from January 1, 2014 to December 22, 2014 (the “Predecessor Period”), which
includes the combined statement of financial position of the Business as at December 22,
2014, the combined statement of profit or loss and other comprehensive income, the
combined statement of changes in equity and the combined statement of cash flows of the
Business for the Predecessor Period (the “Combined Financial Information”), and is
included in the accountants’ report as set forth in the Appendix IA to this prospectus; and

° our financial information for the period from December 23, 2014 to December 31, 2014 and
for the years ended December 31, 2015 and 2016 (the “Post-Predecessor Period”), which
includes the consolidated statements of financial position as at December 31, 2014, 2015
and 2016, the consolidated statements of profit or loss and other comprehensive income, the
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consolidated statements of changes in equity and the consolidated statements of cash flows
for the Post-Predecessor Period (the “Historical Financial Information”), and is included
in the accountants’ report as set forth in the Appendix IB to this prospectus.

Both the Combined Financial Information and the Historical Financial Information are prepared
using accounting policies in accordance with IFRS. For more detail analysis, please see “Financial
Information — Basis of presentation” on page 395 of this prospectus.

Selected Data from Combined/Consolidated Statement of Profit or Loss and Other
Comprehensive Income

The following table sets forth selected data from our combined/consolidated statement of profit
or loss and other comprehensive income for the periods indicated.

For the For the
Period from Period from
January 1, December 23,
2014 to 2014 to For the year ended December 31,
December 22, December 31,
2014 2014 2014 2015 2016

(in millions of RMB, except for earnings per share)

Net interest inCOMe..........ovvvvvevueennennnne. 8,735.7 333.2 9,068.9 10,548.1 11,203.3
Net fee and commission income............ 92.3 4.4 96.7 134.9 449.1
Operating income 9,083.0 437.0 9,520.0 11,050.3 11,803.7
Profit/(loss) before tax... 3,615.5 (41.8) 3,573.7 4,042.8 4,420.6
Profit/(loss) for the period/year............. 2,700.7 (32.4) 2,668.3 3,012.4 3,360.1
Earnings per share (in RMB per share)

Basic and diluted..........ccooeiiiiiiiniineiin.. 0.19 0.20
Note:

(1)  In order to present our financial condition and results of operations on a comparable basis during the Track Record
Period, we have added the corresponding statement of profit and loss and other comprehensive income line items (i) for
the period from January 1, 2014 to December 22, 2014 included in Appendix IA to this prospectus and (ii) for the period
from December 23, 2014 to December 31, 2014 included in Appendix IB to this prospectus.

For more details, please see “Financial Information — Selected Financial Data” on page 400 of
this prospectus. In particular, for more details on the distribution of corporate loans by industry, please
see “Assets and Liabilities — Assets — Loans and Advances to Customers — Distribution of
Corporate Loans by Industry” on page 349 of this prospectus. For details of the distribution of loans
by loan classification, please see “Assets and Liabilities — Asset Quality of our Loan Portfolio —
Distribution of Loans by Loan Classification” on page 364 of this prospectus. For details of our
interest-earning assets and interest-bearing liabilities, please see “Financial Information — Results of
Operations for the Years Ended December 31, 2014, 2015 and 2016 — Net Interest Income” on page
403 of this prospectus.
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Selected Data from Consolidated Statements of Financial Position

The following table sets forth selected data from our consolidated statements of financial
position as of the dates indicated.

As of December 31,

2014 2015 2016

(in millions of RMB)

Assets

Loans and advances tO CUSTOMETS ....o.uiviuiniriininireinieeieineeeieeneaeenenans 106,449.8 133,876.1 158,547.3
Investment securities and other financial assets ...........ccoocevveiniinnne. 36,612.7 88,724.8 182,996.0
Financial assets held under resale agreements... 8,546.7 24,559.4 6,573.6
Cash and balances with central bank ................c.oooiiviiiiiiiininn, 40,787.5 43,270.7 49,370.9
Deposits with banks and other financial institutions ....................... 5,159.6 5,044 .4 12,830.5
Placements with banks and other financial institutions ................... 1.7 0.8 8,700.0
(@181 A T Y £ OO 9,389.8 10,414.5 14,053.1
TOLAl ASSEES ... .iiiiieiiiie et e 206,947.8 305,890.7 433,071.4
Liabilities

Deposits from CUSTOMETS ......c..uuiiiiiiiiiiiiieiiiiie e 164,595.8 205,370.4 245,352.8
Deposits from banks and other financial institutions....................... 5,735.5 29,385.8 44,954.8
Debt SecUrities ISSUEA . ...ovuiiniiniinii i — 2,979.0 57,387.8
Financial assets sold under repurchase agreements..... 2,126.2 24,937.6 27,580.6
Placements from banks and other financial institutions .................. —_ —_ 10,400.0
Borrowings from central bank ............cccoooiiiiiiiii 705.9 1,651.8 4,517.0
Income tax payable .......coooiiiiiiiiiiiiii e 459.5 718.3 748.8
Other liabilities 5,313.7 7,429.8 6,631.0
Total liabilities ............ccooiiiiiiiiii e 178,936.6 272,472.7 397,572.8
Total @QUELY ....cooovniiiie e 28,011.2 33,418.0 35,498.6
Total liabilities and equity............cccooooiiiiiiiiiiiiii e 206,947.8 305,890.7 433,071.4

For details, please see “Assets and Liabilities” on page 346 of this prospectus.
Selected Financial Ratios

The following table sets forth a summary of selected financial ratios for the periods indicated.

For the year ended December 31,

2014 2015 2016

Profitability indicators

Return on average assets ™) ...t 1.35% 1.17% 0.91%
Return on average equity™® ..........cc.cooiiiiiiiiiiiiiii e 11.67% 9.81% 9.75%
Net interest spread™ ..........cooiiiiiiiiii e 4.71% 3.68% 3.07%
Net interest margin™ ..............cociiiiiiiiii e 4.97% 3.96% 3.26%
Net fee and commission income to operating income...................... 1.02% 1.22% 3.80%
CoSt-t0-iNCOME TAtIO .o\ttt 35.77% 39.73% 41.21%
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Notes:

(1)

2)

(3)

4)
(5)

Calculated by dividing net profit for the period by the average balance of total assets at the beginning and the end of
the period.

Calculated by dividing net profit for the period by the average balance of total equity at the beginning and the end of
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 by dividing net interest income by the average balance of total interest-earning assets.

Calculated by dividing total operating expenses (excluding business tax and surcharges) by total operating income.

The following table sets forth information relating to certain regulatory indicators of our Bank

as of the dates indicated, calculated in accordance with the requirements of the PRC banking

regul

atory authorities and applicable accounting standards.

As of December 31,

Regulatory

requirement 2014 2015 2016
Capital adequacy indicators
Core tier-one capital adequacy ratio™...........ccccoeviviiiiiirinienn, >7.5% 16.98% 14.77% 11.24%
Tier-one capital adequacy ratio™ ... >8.5% 16.99% 14.77% 11.25%
Capital adequacy ratio™ ........ccc.oovviiiiiiiiiciie e >10.5% 18.57% 16.14% 12.37%
Total equity tO tOtal ASSELS ....uviiiunieiiiieeiiiieeeiie e e e e eeaianes — 13.54% 10.92% 8.20%
Asset quality indicators
Non-performing loan ratio™ ...............ccooviiiiiiiiiiiieeeee, <5% 1.92% 1.95% 1.86%
Allowance coverage ratio™............cccooiiiiiiiiiiiiii e >150% 219.32% 210.48% 207.09%
Allowance to gross loan ratio® ..................cccooiiiiiiiie, >2.5% 4.21% 4.10% 3.85%
Other indicators
Loan-to-deposit 1atio™ ... .....cccoioiiiiiiiiiie e <75% 67.52% 67.97% 67.20%
Notes:
(1)  Calculated by dividing core tier-one capital, net of core tier-one capital deductions, by risk-weighted assets. For the

)

(3)

4)
(5)
(6)
(7

components of core tier-one capital, core tier-one capital deductions and risk-weighted assets under the Capital
Administrative Measures, please see “Supervision and Regulation — Supervision over Capital Adequacy — Latest CBRC
Supervisory Standards Over Capital Adequacy” and “Financial Information — Capital Resources — Capital Adequacy”.

Calculated by dividing tier-one capital, net of tier-one capital deductions, by risk-weighted assets. For the components
of tier-one capital, tier-one capital deductions and risk-weighted assets under the Capital Administrative Measures,
please see “Supervision and Regulation — Supervision over Capital Adequacy — Latest CBRC Supervisory Standards
Over Capital Adequacy” and “Financial Information — Capital Resources — Capital Adequacy”.

Calculated by dividing total capital, net of capital deductions, by risk-weighted assets. For the components of our total
capital, capital deductions and risk weighted assets under the Capital Administrative Measures, please see “Supervision
and Regulation—Supervision over Capital Adequacy — Latest CBRC Supervisory Standards Over Capital Adequacy”
and “Financial Information — Capital Resources — Capital Adequacy”.

Calculated by dividing total non-performing loans by gross loans to customers.

Calculated by dividing total allowance for impairment losses on loans to customers by total non-performing loans.
Calculated by dividing total allowance for impairment losses on loans to customers by gross loans to customers.
Calculated by dividing total loans to customers by total deposits from customers. Prior to October 1, 2015, PRC
commercial banks were required to maintain a loan-to-deposit ratio of no higher than 75%. Effective from October 1,
2015, the PRC Commercial Bank Law was amended and the 75% maximum loan-to-deposit ratio was repealed.
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As of December 31, 2014, 2015 and 2016, our core tier-one capital adequacy ratio decreased
from 16.98% to 14.77% and further decreased to 11.24%, our tier-one capital adequacy ratio decreased
from 16.99% to 14.77% and further decreased to 11.25%, and capital adequacy ratio decreased from
18.57% to 16.14% and further decreased to 12.37%. Such decreases resulted primarily from the rapid
growth of our total assets which increased our risk-weight assets and outpaced the speed at which we
replenished our capital, including core tier-one capital and tier-one capital.

As of December 31, 2014, 2015 and 2016, our equity to total assets decreased from 13.54% to
10.92% and further decreased to 8.20%, primarily due to our strategy of extending loans and
developing our structured finance business and our financial markets business during the Track Record
Period, which resulted in rapid growth of our total assets, outpacing the growth of our equity in the
same periods.

Our non-performing loan ratio increased from 1.92% as of December 31, 2014 to 1.95% as of
December 31, 2015 primarily due to an increase in our non-performing personal loan ratio as a result
of the deteriorating financial condition and repayment abilities of certain individual businesses during
the slowdown of the PRC economy, which was partially offset by a decrease in our non-performing
corporate loan ratio from 2.63% as of December 31, 2014 to 2.13% as of December 31, 2015 as a result
of (i) our efforts to recover existing non-performing corporate loans after the Reorganization, and (ii)
our risk management measures to control loans to corporations in high risk industries. Our
non-performing loan ratio decreased from 1.95% as of December 31, 2015 to 1.86% as of December
31, 2016 primarily due to a decrease in our non-performing corporate loan ratio from 2.13% as of
December 31, 2015 to 1.78% as of December 31, 2016 as a result of (i) our efforts to recover amounts
due under existing non-performing loans, (ii) our efforts to strengthen our risk management and (iii)
our strategy to focus on developing quality customers with good credit records.

Our NPL ratio as of December 31, 2014, 2015 and 2016 was higher than the industry average as
of the same dates mainly because during the Reorganization we inherited from the Thirteen City
Commercial Banks certain assets and customers of substandard quality. After the Reorganization, the
Bank has continuously made efforts to recover amounts due under existing non-performing loans,
strengthen risk management measures, and develop quality customers with good credit records.
However, the decrease in the non-performing corporate loan ratio was offset by a higher
non-performing personal loan ratio as a result of the deteriorating financial condition and repayment
abilities of certain individual businesses during the slowdown of the PRC economy.

As of December 31, 2014, 2015 and 2016, our allowance coverage ratio decreased from 219.32%
to 210.48% and further decreased to 207.09%. The decrease in our allowance coverage ratio was
primarily due to a year-on-year increase in the balance of our non-performing loans, which amounted
to RMB2,135.2 million, RMB2,719.2 million and RMB3,062.1 million as of December 31, 2014, 2015
and 2016, respectively. The decrease in our allowance coverage ratio is largely consistent with the
overall banking industry. According to the CBRC, the allowance coverage ratio of the PRC banking
industry was 232.1%, 181.2%, and 175.5% as of December 31, 2014, 2015 and 2016, respectively.
Notwithstanding the foregoing, our allowance coverage ratios remained well above the regulatory
requirement of 150%.

As of December 31, 2014, 2015 and 2016, our allowance to gross loan ratio decreased from
4.21% to 4.10% and further decreased to 3.85%. The decrease in our allowance to gross loan ratio was
primarily due to a faster year-on-year increase in our gross loans and advances to customers in line
with our business expansion, which amounted to RMB111,132.8 million, RMB139,599.5 million and
RMB164,888.5 million as of December 31, 2014, 2015 and 2016, respectively, as compared to our
allowance for impairment losses, which amounted to RMB4,683.0 million, RMBS5,723.4 million and
RMB6,341.2 million as of December 31, 2014, 2015 and 2016, respectively. Notwithstanding the
foregoing, our allowance coverage ratio remained well above the regulatory requirement of 2.5%.

— 10 —
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Our loan-to-deposit ratios were 67.52%, 67.97%, and 67.20% as of December 31, 2014, 2015 and
2016, respectively, which remained relatively stable, at all times below the regulatory maximum ratio
of 75%.

APPLICATION FOR THE OFFER SHARES

The application for the Hong Kong Offer Shares will commence on Friday, June 30, 2017 through
Tuesday, July 11, 2017, being slightly longer than normal market practice of four days. The
application monies (including the brokerages, SFC transaction levies and Hong Kong Stock Exchange
trading fees) will be held by the receiving banks on behalf of the Bank and the refund monies, if any,
will be returned to the applicants without interest on Tuesday, July 18, 2017. Investors should be
aware that dealing in the H Shares on the Hong Kong Stock Exchange is expected to commence on
Wednesday, July 19, 2017.

OFFERING STATISTICS

The statistics in the following table are based on the assumptions that (i) the Global Offering is
completed and 3,000,000,000 H Shares are newly issued in the Global Offering, (ii) the
Over-allotment Option for the Global Offering is not exercised, and (iii) 19,625,000,000 Shares are
issued and outstanding following the completion of the Global Offering:

Based on an Offer Price Based on an Offer Price

of HK$2.42 of HK$2.53
Market capitalization of our Shares .......cc..o.coooiiiiiiiiiiiniinnnnn. HK$47,492.5 million HK$49,651.3 million
Unaudited pro forma adjusted consolidated net tangible assets per RMB2.00® RMB2.01®
Share™ L. (HK$2.29) (HK$2.30)

Notes:

(1)  The amount of unaudited pro forma adjusted consolidated net tangible assets per share is calculated in accordance with
Rule 4.29 of the Listing Rules after the adjustments referred to in “Appendix III — Unaudited Pro Forma Financial
Information”.

(2)  The estimated net proceeds from the Global Offering are translated into Renminbi at the rate of RMB0.8750 to HK$1.00,
the exchange rate set by the PBoC prevailing on June 23, 2017. No representation is made that the Hong Kong Dollar
amounts have been, could have been or could be converted to Renminbi at that rate or at any other rate.

THE GLOBAL OFFERING
The Global Offering comprises:

(i) the Hong Kong Public Offering of 330,000,000 Offer Shares (subject to adjustment) in
Hong Kong as described in “Structure of the Global Offering — The Hong Kong Public
Offering”; and

(ii) the International Offering of 2,970,000,000 Offer Shares (subject to adjustment and the
Over-allotment Option) to QIBs in the United States pursuant to the exemption from the
registration requirements of the U.S. Securities Act and to be offered outside the United
States (including professional and institutional investors in Hong Kong) in offshore
transactions in reliance on Regulation S.

Investors may apply for H Shares under the Hong Kong Public Offering or apply for or indicate
an interest in H Shares under the International Offering, but may not do both.
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References in this prospectus to applications, Application Forms, application monies or the
procedure for application relate solely to the Hong Kong Public Offering.

COMPLIANCE WITH THE CBRC NOTICE ON SHARE PLEDGES BY SHAREHOLDERS

In November 2013, the CBRC issued the CBRC Notice on Enhanced Management of Pledge of
Equity Interest in Commercial Banks (< H 5 $[ 55 € B 5% in om v 36 8R4 T IR 2 #1 ° FR 3 ) ) (the
“Notice”), pursuant to which commercial banks are required to clearly stipulate the following matters
in their articles of association:

° a shareholder who pledges his equity interests must notify the board of the bank in advance;
in addition, where a shareholder, who has a seat on the board of directors or the board of
supervisors, or directly, indirectly or jointly holds or controls more than 2% of the share
capital or voting rights in the bank, pledges his equity interests in the bank, he must make
a filing to the board of directors of the bank prior to the pledge;

° upon the registration of a pledge of equity interests, a shareholder must provide the bank
with information in relation to the pledge in a timely manner; and

° where a shareholder pledges 50% or more of his equity interests in the bank, the voting
rights of such shareholder at the shareholders’ general meetings, as well as the voting rights
of the director(s) designated by such shareholder at board meetings, will be “subject to
restrictions” (the “Voting Restrictions”).

For the purpose of compliance with the Notice, we require our Shareholders (including holders
of our H Shares) to notify us of their pledge of our Shares or make prior filings of any such pledge
with us. For details of the Voting Restrictions including how to make such notifications or filings,
please see “Supervision and Regulation — Ownership and Shareholder Restrictions — Restrictions on
Shareholders” from pages 141 to 142 of this prospectus.

However, the Notice does not include guidance on what restrictions should be imposed or how
they should be imposed. As of the Latest Practicable Date, there was no detailed implementation rule
on whether the shareholders of H shares must make timely notice to PRC authorities in relation to the
Notice. To comply with the Notice, we included voting restrictions in our Articles of Association,
which were adopted at the shareholders’ general meeting on December 18, 2014, and later approved
by the CBRC Henan Office on December 23, 2014. Please see “Risk Factors — We may be subject
to more stringent regulatory requirements in the future and our Shareholders, including holders of our
H Shares, may be subject to voting restrictions due to their pledge of our Shares” on page 49 of this
prospectus.

DIVIDEND POLICY

Our Board of Directors is responsible for submitting proposals in respect of dividend payments,
if any, to the Shareholders at a general meeting for approval. The determination of whether to pay
dividends and the amount of such dividends is based on our results of operations, cash flows, financial
condition, capital adequacy ratios, future business prospects, statutory and regulatory restrictions on
the payment of dividends by us and other factors that our Board of Directors considers relevant. Both
current and new Shareholders are entitled to our accumulated retained earnings prior to the Listing.
Under the PRC Company Law and our Articles of Association, all of our Shareholders holding the
same class of shares have equal rights to dividends and other distributions proportionate to their
shareholdings. Pursuant to PRC law and our Articles of Association, dividends may only be distributed
from our distributable profits calculated in accordance with PRC GAAP or IFRS (or the accounting
standards of the overseas jurisdictions where our Shares are listed), whichever is lower.
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In 2014, Sanmenxia Bank, Xinxiang Bank, Shangqiu Bank, Luohe Bank and Zhumadian Bank
declared cash dividends in an aggregated amount of RMB912.9 million to their respective
shareholders for the year ended December 31, 2013. In 2015, we declared cash dividends in an
aggregated amount of RMB47.2 million to the former shareholders of Luohe Bank, Xinyang Bank,
Zhoukou Bank and Zhumadian Bank for the period from January 1, 2014 to June 30, 2014. In 2016,
we declared cash dividends in an aggregated amount of RMB914.4 million to all our existing
Shareholders for the year ended December 31, 2015. As of December 31, 2016, declared but unpaid
dividends, namely, (i) dividends payable to shareholders that we were unable to contact, (ii) dividends
payable to shareholders who did not timely claim the dividends, and (iii) dividends that are frozen
according to court judgments, amounted to RMB229.0 million. Please also see “dividends payable”
under “other liabilities” in “Appendix IB — Note 36”. We intend to pay declared but unpaid dividends
after locating the relevant shareholders using our internal funds, in accordance with PRC laws and
regulations.

On April 6, 2017, our Shareholders approved a dividend policy for fiscal years 2017 to 2019.
Under the policy, the Board will propose to our Shareholders for approval the distribution of dividends
of not less than 65% of distributable profits as of year end in each of the fiscal years 2017 to 2019,
subject to compliance with our Articles of Association and relevant regulatory requirements.
Dividends paid in prior periods may not be indicative of future dividend payments. We cannot
guarantee when, if and in what form or size dividends will be paid in the future. For details, please
see “Financial Information — Dividends” on page 440 of this prospectus.

INFORMATION ON SUBSTANTIAL SHAREHOLDERS

As of the Latest Practicable Date, Henan Investment Group Co., Ltd. (1 /¥ £ & % [ 7 B A 7l)
(“Henan Investment Group”) directly held approximately 9.02% of our Shares and Yongcheng Coal
and Electricity Holding Group Co., Ltd. (K ELEREM AL A) (“Yongcheng Coal and
Electricity”), directly and indirectly, held approximately 7.76% of our Shares. Immediately after the
Global Offering and assuming that the Over-allotment Option is not exercised, Henan Investment
Group and Yongcheng Coal and Electricity will directly and indirectly hold approximately 7.23% and
6.22% of our Shares, respectively (or approximately 7.01% and 6.03%, respectively, assuming that the
Over-allotment Option is fully exercised).

As of the Latest Practicable Date, Henan Energy and Chemical Engineering Group Co., Ltd. (i
Maeli b T AR A (the holding company of Yongcheng Coal and Electricity) indirectly held
approximately 8.32% of our Shares (including the Shares held by Yongcheng Coal and Electricity).
Immediately after the Global Offering and assuming that the Over-allotment Option is not exercised,
Henan Energy and Chemical Engineering Group Co., Ltd. will indirectly hold approximately 6.68%
of our Shares (or approximately 6.47% assuming that the Over-allotment Option is fully exercised).

For details on our Substantial Shareholders, please see “Substantial Shareholders” on page 340
of this prospectus.

MANAGEMENT OF OUR BRANCH NETWORK AND SUBSIDIARIES
Management of Our Branch Network

We have established a comprehensive bank-wide risk management structure based on business
lines. Our top-down risk management model divides the risk management responsibilities by hierarchy
and clearly defines the roles of the Board of Directors and its special committees, the Board of
Supervisors and its supervision committee, the senior management and its special committees, the
Risk Management Department and various other departments relating to risk management at our head
office, the risk management departments at our branches and sub-branches, and the Audit
Departments. For various types of risks and risk incidents, we have established clear and specific

— 13 —
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procedures for reporting and communication between business operation departments and risk
management departments to ensure an efficient and effective coordination for our risk management
work arrangement. Please see “Risk Management — Risk Management Structure” on page 263 of this
prospectus.

In addition, we rolled out an integrated financial reporting system covering our head office,
branches and sub-branches in late 2014 and have updated it from time to time. Please see “Business
— Information Technology — Real-time Financial Reporting System” on page 233 of this prospectus.
We have been utilizing various information technology systems to timely monitor each type of
bank-wide risk, such as credit risk, market risk, liquidity risk and legal and compliance risk. Please
see “Risk Management — Risk Management Structure — Risk Management Systems for Timely Risk
Monitoring” on page 271 of this prospectus.

Management of Our Village and Township Bank

Each of our nine village and township banks is an independent legal entity regulated by the
CBRC. In compliance with the requirements of the CBRC, we respect the independent operation of
these village and township banks and strive to maintain their autonomous operation. Each of our
village and township banks is different in terms of its geographic locations, target market, customer
base, and product offerings, and they generally have smaller business scale and offer fewer products
and services than our Bank. We believe an autonomous operation business model enables the village
and township banks to leverage their local networks and customer relationships, and to become more
responsive to changes in their markets.

Based on the foregoing, the Bank allows the nine village and township banks to make their own
business decisions and maintain their own information technology, risk management, internal control
and financial reporting systems. Although we do not directly participate in their business operations,
we manage these village and township banks through providing overall strategic guidance, monitoring
the implementation of operating policies and participating in their decision-making processes that are
of significance in their development. In December 2014, we established a Village and Township Bank
Management Department in our head office to better guide, assist and supervise them to achieve stable
improvements in business and operational performance.

Please see “Business — Distribution Network — Village and Township Banks — Management
of Our Village and Township Banks” on page 223 of this prospectus.

Management of Our Consumer Finance Company

Our management of our consumer finance company is largely in line with our approach to
managing our village and township banks. We guide and supervise the material aspects of the
operations, finance, investments, compliance and human resources of our consumer finance company.
Please see “Business — Distribution Network — Consumer Finance Company” on page 229 of this
prospectus.

FINANCIAL RESTRUCTURING

Pursuant to Yuzhengban Circular No. [2013] 100, the Notice of the General Office of Henan
Province People’s Government on Circulating the Overall Plan for the Disposal of Non-performing
Assets and Risks of Certain City Commercial Banks in Henan Province (Yuzhengban [2014] 95) (K71
A N B BUR H 2 B A B T R A SRR AT N RO R B i AR T R E ) (R BUR
[2014]195%%)) (“Yuzhengban Circular No. [2014] 95”), and the Implementation Rules for the Disposal
of Historical Burdens of Certain City Commercial Banks in Henan Province (Yuchengshanggaiban

[2014] 3 (K0T R & 0 70 IR 47 JE s B MR B B ot 4 F) ) (T4 3k o 2o 3 [20141395%)), we disposed of and
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transferred historical burden with a gross amount of approximately RMB5,284.3 million (primarily
including certain assets of Nanyang Bank, Kaifeng Commercial Bank, Puyang Bank, Anyang Bank and
Zhoukou Bank, such as repossessed assets, investments, loans and intangible assets) prior to the
Reorganization in 2014. In addition, in order to continue to dispose of historical assets and improve
our assets quality, we, according to the guidance of Yuzhengban Circular No. [2013] 100, transferred
and sold certain loans in 2015 and 2016 with a gross amount of RMB213.8 million and RMBS,623.8
million, respectively, which had been approved to be granted prior to the Reorganization. Our asset
quality indicators would be worse than the existing ones as of December 31, 2014, 2015 and 2016 had
these disposals of our historical burden and transfer of assets not taken place. Please see “Our History
and Development — Financial Restructuring” on page 154 of this prospectus. Please also see “Risk
Factors — We disposed of certain historical burden and certain loan assets during the Track Record
Period and our asset quality indicators would be worse than the existing ones as of December 31, 2014,
2015 and 2016 had these disposals of our historical burden and transfer of assets not taken place” on
page 34 of this prospectus.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that the net proceeds of the Global Offering that we will receive, assuming an Offer
Price of HK$2.48 per Offer Share (being the mid-point of the Offer Price range stated in this
prospectus), will be approximately HK$7,203.3 million, after the deduction of underwriting fees and
commissions and estimated expenses payable by us in connection with the Global Offering and
assuming the Over-allotment Option is not exercised. We intend to use the net proceeds of the Global
Offering to strengthen our capital base to support the ongoing growth of our business. For more details
on our plans for using the proceeds of the Global Offering, please see “Future Plans and Use of
Proceeds” on page 445 of this prospectus.

RECENT DEVELOPMENTS

Our Directors have confirmed that, from December 31, 2016 to the date of this prospectus, there
was no material adverse change in our financial or business condition.

Further deterioration of the PRC economy may cause difficulties in the operations of our
customers, which may impair the quality of our assets. For details of this risk, please see “Risk Factors
— China’s economic, political and social conditions, government policies, as well as the global
economy may continue to affect our business” on page 58 of this prospectus.

In recent years, the CBRC has issued multiple new rules to address irregularities in the PRC
banking industry and financial sector to help manage their risks and better serve the real economy. In
particular, on April 7, 2017, the CBRC issued Guidelines on Bank Risk Prevention and Controls
(B SR AT 2E B B 2 TAEMFE ¥ % /) (Yinjian Fa [2017] No. 6) (“Guideline No. 6”), which
included guidance to banks on improving their risk controls over credit risks, liquidity risks, risks
associated with investments in debt securities, interbank business, wealth management business, and
risks in relation to real estate industry, LGFV and internet finance. Guideline No. 6 also requires banks
to take effective measures to timely identify and mitigate risks associated with their cross-border
business and non-banking financial institutions. In addition, Guideline No. 6 provides guidance on
measures to prevent certain risks, including designating senior management members to take
responsibility for carrying out and enforcing risk management measures, and proactively conducting
self-inspection and remedial measures, so that banks are able to maintain stable and healthy
operations. Guideline No. 6 requires banks to submit the working reports in July 2017 and January
2018, respectively, showing semi-annual and annual working progress in enhancing internal risk
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management and control measures. As of the Latest Practicable Date, we were still in the process of
implementing changes in response to Guideline No. 6 and we were not aware of any material issue or
incident that would materially affect our business, results of operations and financial condition as a
result of Guideline No. 6.

On December 21, 2016, the MOF and SAT issued Circular on Value-added Tax Policies for
Financial, Real Estate Development, Education Ancillary Service and Other Services (Cai Shui
[2016] No.140) ([ WA < k55 i B 5% 20 il B R 05 45 3 (BB BOR A 3 ) - (JUBEL[2016]140%55),
supplementing a prior pilot program for transition from business tax to value-added tax beginning on
May 1, 2016 for the financial industry, which may affect the value-added tax exposure of the financial
investment and asset management businesses of financial institutions, including us. Further, on
January 6, 2017, the MOF and SAT issued Supplemental Announcement on Value-added Tax Policies
on Asset Management Products (P& o 3 (E BUR A B HE M A SR 1), Cai Shui [2017]
No.2) to supplement the interpretations of such transition. As the basis for taxation and the applicable
tax rate have been changed due to such transition, our results of operations have already been affected.
Had the value-added tax policy been implemented on January 1, 2014, our net profit would have
decreased by (i) no more than 1.6% in 2014, (ii) no more than 1.2% in 2015, and (iii) no more than
2.0% for the four months ended April 30, 2016 (the value-added tax policies were implemented on
May 1, 2016), without taking into account, among other things, (i) some applicable tax-exemptions in
our investment business and (ii) the deduction of the input value-added tax. Moreover, given relevant
policies and rules have been implemented only recently, different interpretations may be imposed by
local tax authorities. For details of how such transition will impact on our business operations, please
see “Risk Factors — Risks relating to Our Business — The transition from business tax to value-added
tax may adversely affect our financial condition and results of operations” on page 56 of this
prospectus.

As of March 31, 2017, our total assets decreased to RMB401,826.2 million from RMB433,071.4
million as of December 31, 2016 primarily due to decreases in our available-for-sale financial assets
and debt securities classified as receivables, mainly because we ceased certain interbank businesses
pursuant to newly issued PBOC requirements regarding macro prudent assessment of financial
institutions in early 2017, which required commercial banks to control the scales of certain credit
assets. As of March 31, 2017, our total liabilities decreased to RMB365,574.1 million from
RMB397,572.8 million as of December 31, 2016 primarily due to decreases in our debt securities
issued, deposits from banks and other financial institutions and financial assets sold under repurchase
agreements, mainly because we managed our scale of liabilities in accordance with the scale of assets.

For the three months ended March 31, 2017, our operating income decreased slightly to
RMB2,772.3 million from RMB2,777.4 million for the same period in 2016 primarily because of the
factor that the increase in our interest expenses outpaced the increase in our interest income for the
three months ended March 31, 2017, primarily because (i) the average yield of our interest-earning
assets decreased while the average cost of our interest-bearing liabilities increased in the same period;
and (i) we needed to set aside certain portion of interest income as value-added tax in the three
months ended March 31, 2017 due to the new value-added tax policies while we recorded all of our
interest income as revenue in the same period in 2016.

The financial information as of and for the three months ended March 31, 2017 as shown above
was extracted from the unaudited condensed interim consolidated financial statements of the Group
prepared by the Directors in accordance with IAS 34 “Interim Financial Reporting”, which were
reviewed by KPMG, the reporting accountants of the Group, in accordance with the Hong Kong
Standard on Review Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public Accountants.
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As of March 31, 2017, our non-performing loan ratio remained at 1.86%.
RISK FACTORS

There are risks associated with any investment and there are certain risks and considerations
relating to an investment in our Shares. You should read “Risk Factors” carefully before you decide
to invest in the Offer Shares.

The major risks relating to an investment in our Shares are as follows: (i) if we are unable to
effectively maintain the quality and growth of our assets and our overall business, our financial
condition and results of operations may be materially and adversely affected; (ii) we disposed of
certain historical burden and certain loan assets during the Track Record Period and our asset quality
indicators would be worse than the existing ones as of December 31, 2014, 2015 and 2016 had these
disposals of our historical burden and transfer of assets not taken place; (iii) we face concentration
risks from our credit exposure to certain industries, borrowers and geographic regions; (iv) there are
legal defects regarding some of our properties; (v) any adverse development in relation to our
investments in Non-standard Credit Assets may materially and adversely affect our profitability and
liquidity; (vi) we may be involved in legal and other disputes from time to time arising out of our
operations; (vii) the use of our Chinese name in this prospectus and the use of it in the course of trade
or business in Hong Kong, if any, may be challenged due to potential allegations of trademark
infringement and passing off; (viii) further interest rate liberalization, the PBoC’s adjustments to the
benchmark interest rate, the deposit insurance program and other regulatory changes in the PRC’s
banking industry may materially and adversely affect our results of operations; (ix) our allowance for
impairment losses on loans may not be sufficient to cover the actual losses on our loan portfolio in
the future; and (x) the collateral or guarantees securing our loans and advances to customers may not
be sufficient or fully realizable.

For details of the risk factors relating to an investment in our Shares, please see “Risk Factors”
on page 33 of this prospectus.

LISTING EXPENSES

The listing expenses to be borne by us are estimated to be approximately RMB207.1 million
(equivalent to approximately HK$236.7 million). During the Track Record Period, we had incurred
RMB4.0 million in listing expenses by December 31, 2016. After December 31, 2016, approximately
RMB23.8 million is expected to be charged to our statements of profit or loss and other comprehensive
income, and approximately RMB179.3 million is expected to be accounted for as a deduction from
equity. These estimated listing expenses are for reference only, and the actual amounts may differ from
the estimates. Our Directors do not expect these listing expenses to have a material adverse impact on
our results of operation for the year ending December 31, 2017.
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meanings set out below.

In this prospectus, unless the context otherwise requires, the following terms shall have the

“Anyang Bank”

“Application Form(s)”

“Articles of Association” or
“Articles”

“ATM(S)”

“Bank,” “our Bank”

“Banking (Disclosure) Rules”

“Banking Ordinance”

“Basel I”

“Basel 11"

“Basel III”

“Board” or “Board of Directors”

“Board of Supervisors”

“building ownership certificates”

Anyang Bank Co., Ltd. (%517 A0 A R/ F]), one of the
predecessors of our Bank, established on July 19, 2002 in the
PRC and dissolved and deregistered pursuant to the
Reorganization

WHITE, YELLOW and GREEN application form(s) or,
where the context so requires, any of them, relating to the
Hong Kong Public Offering

articles of association of the Bank, the version of which was
adopted by the Shareholders at the first extraordinary general
meeting of 2017 held on February 7, 2017 and was approved
by CBRC Henan Office on March 23, 2017, which will
become effective upon the Listing, as amended, supplemented
or otherwise modified from time to time

automated teller machine(s)

Zhongyuan Bank Co., Ltd. (HJFR1T M AT PR H]), 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, excluding
subsidiaries

the Banking (Disclosure) Rules, Chapter 155M of the Laws of
Hong Kong, as amended, supplemented or otherwise modified
from time to time

the Banking Ordinance, Chapter 155 of the Laws of Hong
Kong, as amended, supplemented or otherwise modified from
time to time

the Basel Capital Accord promulgated in 1988

the Revised Basel Capital Framework promulgated in June
2004

the Revised Basel Capital Accord promulgated in December
2010

the board of Directors, as described in “Appendix V —
Summary of Articles of Association”

the board of Supervisors, as described in “Appendix V —
Summary of Articles of Association”

building ownership certificates in the PRC (3 A &L E]
75 2 FT A HE )
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“Business Day(s)”

“CAGR”

“Capital Adequacy Measures”

“Capital Administrative Measures
(Provisional)”

“CASBE”
“CBRC”
“CBRC Henan Office”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Central China”

“China” or “PRC”

“CIRC”

any day(s) (other than a Saturday, Sunday or public holiday)
on which banks in Hong Kong are generally open for normal
banking business to the public

compound annual growth rate

the Administrative Measures for Capital Adequacy Ratio of
Commercial Banks (P ZEERAT B A 7T 2 A L)
promulgated by the CBRC on February 23, 2004, effective as
of March 1, 2004 and amended on July 3, 2007, which was
later abolished by the Capital Administrative Measures
(Provisional) on January 1, 2013

the Capital Administrative Measures for Commercial Banks
(Provisional) (28R 1T & A% M HEL (5L17T)) promulgated by
the CBRC on June 7, 2012 and effective on January 1, 2013
the China Accounting Standards for Business Enterprises
China Banking Regulatory Commission

China Banking Regulatory Commission Henan Office

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

a geographical region that covers six provinces located in the
central area of China, including Henan Province, Hubei
Province, Anhui Province, Shanxi Province, Jiangxi Province
and Hunan Province

the People’s Republic of China, but for the purpose of this
prospectus only and, unless the context otherwise requires,

excluding Hong Kong, Macau and Taiwan

China Insurance Regulatory Commission
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“Classification Standards of
Small and Medium Enterprises’

“commercial banks”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“connected person(s)”

“Core Indicators (Provisional)”

“Corporate Governance
Guidelines”

“Consumer Finance Company”

“CSRC”

“Director(s)”

“Domestic Shares”

“Euro”

s

the Classification Standards of Small and Medium Enterprises
(PN ZE B RIBEHERT 5E ) jointly promulgated by the MIIT,
NBS, NDRC and MOF on June 18, 2011, which classifies
SMEs in 16 industries into medium, small and micro
enterprises with consideration of the nature of the industry in
terms of number of employees, revenue and total assets

all of the banking institutions in the PRC, other than policy
banks, which includes the Large Commercial Banks, the
Nationwide Joint-stock Commercial Banks, City Commercial
Banks and urban credit cooperatives, rural cooperative
financial institutions, foreign banks and other banking
institutions

the Companies Ordinance, Chapter 622 of the Laws of Hong
Kong, as amended, supplemented or otherwise modified from
time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, Chapter 32 of the Laws of Hong Kong, as
amended, supplemented or otherwise modified from time to
time

has the same meaning ascribed to it under Chapter 14A of the
Listing Rules

the Core Indicators for the Risk Management of Commercial
Banks (Provisional) (73680778l Bg B & #2038 AZ A7), as
promulgated by the CBRC on December 31, 2005 and
effective on January 1, 2006, as amended, supplemented or
otherwise modified from time to time

the Guidelines on Corporate Governance of Commercial
Banks (P 3EMRITAFIGIETES]), as promulgated by the
CBRC on July 19, 2013 and effective on the same date, as
amended, supplemented or otherwise modified from time to
time

Henan Zhongyuan Consumer Finance Co., Ltd. (J7F§ * J5{H
e A B/ D), a joint stock company established in
the PRC on December 29, 2016 and a subsidiary of our Bank

China Securities Regulatory Commission (" [2 76 75 B & 45 3
ZEW)

the director(s) of the Bank
ordinary shares issued by our Bank, with a nominal value of
RMB1.00 each, which are subscribed for or credited as paid

up in Renminbi

the lawful currency of the euro zone
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“Financial Advisor”

“financial technology”

“foreign banking institutions”

“GDP”

“GFA”

“Global Offering”

“Green application form(s)”

LEENT

“Group”, “we” or “us”

“Hebi Bank”

“H Share Registrar”

“H Shares”

“Henan Government”

“HK$” or “HKD” or “Hong Kong
Dollars”

“HKFRS”

“HKIAC”

“HKMA”

AMTD Asset Management Limited

refers to any technology innovation, new applications,
processes, products or business models in the financial sector,
including innovations in financial literacy and education,
retail banking, investment, and even like bitcoin, a digital
currency created and held eletronically

representative offices and branches of foreign-owned and
joint-venture banks and locally-established subsidiaries of
foreign banks

gross domestic product
gross floor area
the Hong Kong Public Offering and the International Offering

the application form(s) to be completed by the White Form
eIPO Service Provider, Computershare Hong Kong Investor
Services Limited

Zhongyuan Bank Co., Ltd. ("5 4R1T A A R 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

Hebi Bank Co., Ltd. (#&8EEERITRM AR/ AD), one of the
predecessors of our Bank, established on November 7, 2006 in
the PRC and dissolved and deregistered pursuant to the
Reorganization

Computershare Hong Kong Investor Services Limited

the ordinary shares to be issued by our Bank in Hong Kong
under the Global Offering with a nominal value of RMB1.00
each, which are to be subscribed for and traded in Hong Kong
dollars and to be listed and traded on the Hong Kong Stock
Exchange

The People’s Government of Henan Province (V7 5§ & A R
JiF)

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Financial Reporting Standards
Hong Kong International Arbitration Centre

the Hong Kong Monetary Authority
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“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“IFRS”

“independent third party(ies)”

“International Offer Shares”

“International Offering”

“International Purchasers”

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

330,000,000 H Shares (subject to adjustment) offered in the
Hong Kong Public Offering

the offer for subscription of the Hong Kong Offer Shares
(subject to adjustment) by the public in Hong Kong at the
Offer Price and on, and subject to, the terms and conditions of
this prospectus and the Application Forms relating thereto, as
described in “Structure of the Global Offering — Hong Kong
Public Offering”

The Stock Exchange of Hong Kong Limited

the underwriters listed in “Underwriting — Hong Kong
Underwriters”

the underwriting agreement relating to the Hong Kong Public
Offering dated June 29, 2017 entered into by, among others,
our Bank and the Hong Kong Underwriters, as described in
“Underwriting — Hong Kong Underwriters”

International Financial Reporting Standards and International
Accounting Standards (“IAS”), which include the related
standards, amendments and interpretations issued by the
International Accounting Standards Board (“IASB”)

a person or entity who is not considered a connected person
of our Bank under the Listing Rules

2,970,000,000 H Shares initially offered by the Bank and the
Selling Shareholders pursuant to the International Offering
together, where relevant, with any additional H Shares that
may be issued pursuant to any exercise of the Over-allotment
Option, subject to adjustment as described in “Structure of the
Global Offering”

conditional placement by the International Purchasers of the
International Offer Shares, as further described in “Structure

of the Global Offering”

the group of purchasers of the International Offering who are
expected to enter into the International Purchase Agreement
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“International Purchase
Agreement”

“Interim Provisions on the
Standards for Medium and
Small Enterprises”

“IPC technology”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Sponsors”

“Kaifeng Commercial Bank”

“Large Commercial Banks”

the purchase agreement relating to the International Offering
which is expected to be entered into by, among others, the
International Purchasers and our Bank and the Selling
Shareholders on or around the Price Determination Date

the Interim Provisions on the Standards for Medium and
Small  Enterprises  (F/NMEEREEITHIE)  jointly
promulgated by the State Economic and Trade Commission
(B R L% 5 Z 5 &), the State Development Planning
Commission (B K # &5 #1Z B &), MOF and NBS in 2003,
which was replaced by the Classification Standards of Small
and Medium Enterprises on June 18, 2011

the micro loan investigation technology developed by
International Project Consult GmbH, a German company

CLSA Limited, J.P. Morgan Securities (Asia Pacific) Limited,
CCB International Capital Limited, CMB International
Capital Limited, BOCOM International Securities Limited,
GF Securities (Hong Kong) Brokerage Limited, Central China
International  Capital Limited, Haitong International
Securities Company Limited, SPDB International Capital
Limited and First Capital Securities Limited

CLSA Limited, J.P. Morgan Securities (Asia Pacific) Limited,
CCB International Capital Limited, CMB International
Capital Limited, BOCOM International Securities Limited
and GF Securities (Hong Kong) Brokerage Limited

CLSA Limited, J.P. Morgan Securities (Asia Pacific) Limited,
CCB International Capital Limited, CMB International
Capital Limited, BOCOM International Securities Limited,
GF Securities (Hong Kong) Brokerage Limited, Central China
International  Capital Limited, Haitong International
Securities Company Limited, SPDB International Capital
Limited and First Capital Securities Limited

CITIC CLSA Capital Markets Limited, J.P. Morgan Securities
(Far East) Limited, CCB International Capital Limited and
CMB International Capital Limited

Kaifeng Commercial Bank Co., Ltd. (B 77 p £ 8R1T A
FRZ\ 7)), one of the predecessors of our Bank, established on
August 25, 1998 in the PRC and dissolved and deregistered
pursuant to the Reorganization

Agriculture Bank of China, Bank of China, Bank of
Communications, China Construction Bank, Industrial and
Commercial Bank of China and Postal Savings Bank of China,
collectively
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“Large Enterprises”

“Latest Practicable Date”

“Leading Group Office”

“Linzhou Defeng County Bank”

“Listing”

“Listing Date”

“Listing Rules”

“Luohe Bank”

“Lushi Defeng County Bank”

“Macau”

“Mandatory Provisions”

the enterprises other than those classified as medium, small or
micro enterprises under the Classification Standards of Small
and Medium Enterprises. For example, industrial enterprises
with 1,000 or more employees and operating income of
RMB400 million or more shall be classified as large
enterprises

June 23, 2017, being the latest practicable date for the
purpose of ascertaining certain information contained in this
prospectus prior to its publication

a fully dedicated office established by the Leading Group of
the Reform and Reorganization of Certain City Commercial
Banks in Henan Province (0 7 & TR R T E A
TAESHE/N), and responsible for providing instructions
and guidance with respect to, among others, the business
operations and management of the Thirteen City Commercial
Banks during the Reorganization

Linzhou Defeng County Bank Co., Ltd. (B 758 A} SHER 17 it
3 A FRZAF]), a joint stock company established on September
30, 2011 in the PRC and a subsidiary of our Bank

the listing of the H Shares on the Hong Kong Stock Exchange

the date on which dealings in the H Shares commence on the
Hong Kong Stock Exchange

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

Luohe Bank Co., Ltd. (GRITER1T B A PR/ A]), one of the
predecessors of our Bank, established on September 20, 2002
in the PRC and dissolved and deregistered pursuant to the
Reorganization

Lushi Defeng County Bank Co., Ltd. (& FC 78 SR S8R 17 0y
A BRZF]), a joint stock company established in the PRC on
May 15, 2012 and a subsidiary of our bank

the Macau Special Administrative Region of the PRC

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas (B354 b i A & B LM
f&3X), which were promulgated by the former Securities
Commission of the State Council and the former State
Restructuring Commission on August 27, 1994, effective on
the same date, as amended, supplemented or otherwise
modified from time to time
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“medium enterprises”

“micro enterprises”

“MIIT”

“MOF”

“NAFMII”

“NAO”

“Nanyang Bank”

“Nationwide Joint-stock
Commercial Banks”

“NBS”

“NDRC”

“net capital”

“New Normal”

the enterprises classified as medium enterprises under the
Classification Standards of Small and Medium Enterprises.
For example, industrial enterprises with 300 or more
employees and operating income of RMB20 million or more
shall be classified as medium enterprises

the enterprises classified as micro enterprises based on the
number of their employees, revenue, and total assets under the
Classification Standards of Small and Medium Enterprises.
For example, industrial enterprises with fewer than 20
employees or revenue of less than RMB3 million shall be
classified as micro enterprises

Ministry of Industry and Information Technology of the PRC
(N R LB T2 {E B AL )

the Ministry of Finance of the PRC (H 3 A [ 7 B B )

The National Association of Financial Market Institutional

Investors (71 [E$R17 [H] 173528 & v 1 &)

the National Audit Office of the PRC (" #E A R 3L/ B &5t
)

Nanyang Bank Co., Ltd. (F B 8217 /03 A FRZA 7)), one of the
predecessors of our Bank, established on December 30, 1998
in the PRC and dissolved and deregistered pursuant to the
Reorganization

China CITIC Bank Corporation Limited, China Everbright
Bank Co., Ltd., Huaxia Bank Co., Limited, China Guangfa
Bank Co., Ltd., Ping An Bank Co., Ltd. (formerly named as
Shenzhen Development Bank Co., Ltd.), China Merchants
Bank Co., Ltd., Shanghai Pudong Development Bank Co.,
Ltd., Industrial Bank Co., Ltd., China Minsheng Bank Corp.,
Ltd., Evergrowing Bank Co., Ltd., China Zheshang Bank Co.,
Ltd. and China Bohai Bank Co., Ltd., collectively

the National Bureau of Statistics of the PRC (¥ % A R A0
B R #iw R

the National Development and Reform Commission of the

PRC (H#E N R ILFE B & 5 Ao 42 B o)

core tier-one capital, additional tier-one capital and tier-two
capital of a bank less corresponding capital deductions, in
each case, as specified in the relevant CBRC regulations

a term refers to a new phase that Chinese economy has
entered that is different from the high-speed growth pattern
exhibited in the past. The new economic phase features more
sustainable, mid- to high-speed growth with higher efficiency
and lower costs
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“non-performing loans” or
“NPL(s)”

“non-performing loan ratio” or
“NPL ratio”

“Non-standard Credit Assets”

“NS SF”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

“PBoC”

“PRC Banking Supervision and
Regulatory Law”

for the purposes of this prospectus, is used synonymously
with “impaired loans and advances” in Note 20 to the
Accountants’ Reports in Appendices IA and IB to this
prospectus

the percentage ratio calculated by dividing non-performing
loans by total loans

credit assets that are not traded on the interbank markets or
stock exchanges, which for the purpose of this prospectus
represents our investment in trust plans, asset management
plans and wealth management products issued by other
commercial banks, and other investments, such as investment
entrusted to third-party financial institutions and investment
funds

the National Council for Social Security Fund of the PRC
(B AL IR S B )

the final Hong Kong dollar offer price per H Share (exclusive
of any brokerage fee, SFC transaction levy and the Hong
Kong Stock Exchange trading fee) at which the H Shares are
to be subscribed and issued pursuant to the Global Offering,
to be determined as described in “Structure of the Global
Offering”

the H Shares offered in the Global Offering and, where
relevant, any additional H Shares issued pursuant to the
exercise of the Over-allotment Option

the option to be granted by our Bank and the Selling
Shareholders to the International Purchasers exercisable by
the Joint Global Coordinators (on behalf of the International
Purchasers) pursuant to the International Purchase
Agreement, details of which are described in “Underwriting
— The International Offering”

The People’s Bank of China (B A [R4R17T), the central bank
of the PRC

the Banking Supervision and Regulatory Law of the People’s
Republic of China (3 A R A B SR AT 36 B B A 31,
which was promulgated by 6th session of the Standing
Committee of the 10th National People’s Congress on
December 27, 2003 and became effective on February 1,
2004, as amended, supplemented or otherwise modified from
time to time
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DEFINITIONS

“PRC Commercial Banking Law”

“PRC Company Law”

“PRC GAAP”

“PRC PBoC Law”

“Price Determination Agreement”

“Price Determination Date”

“Puyang Bank”

“Puyang Zhongyuan County

Bank”

“Qixian Zhongyuan County
Bank”

“QIB S”

“Regulation S”

the Commercial Banking Law of the PRC (* % A & A1 B
F4ER171%), which was promulgated by the 13th session of the
Standing Committee of the 8th National People’s Congress on
May 10, 1995 and became effective on July 1, 1995, as
amended, supplemented or otherwise modified from time to
time

the Company Law of the PRC (H#E AN RILFE A A1), as
enacted by the Standing Committee of the 10th National
People’s Congress on October 27, 2005 and became effective
on January 1, 2006, as amended, supplemented or otherwise
modified from time to time

the PRC Accounting Standards for Business Enterprises
(P B A sH¥ER]) promulgated by MOF on February 15,
2006 and its supplementary regulations, as amended,
supplemented or otherwise modified from time to time

the Law of the People’s Bank of China of the PRC
(N R ILANE] A R ER1T ), which was promulgated by the
3rd session of the Standing Committee of the 8th National
People’s Congress on March 18, 1995 and became effective
on the same date, as amended, supplemented or otherwise
modified from time to time

the agreement to be entered into among our Bank (on behalf
of ourselves and the Selling Shareholders) and the Joint
Global Coordinators (on behalf of the Underwriters) on the
Price Determination Date to record and fix the Offer Price

the date, expected to be on or around July 12, 2017, on which
the Offer Price is to be fixed by an agreement between our
Bank (for ourselves and the Selling Shareholders) and the
Joint Global Coordinators (on behalf of the Underwriters) for
purpose of the Global Offering

Puyang Bank Co., Ltd. (/38R 17T A FR2 F]), one of the
predecessors of our Bank, established on December 31, 2006
in the PRC and dissolved and deregistered pursuant to the
Reorganization

Puyang Zhongyuan County Bank Co., Ltd. (M5 JFR 8148
1T AR A PR D), a joint stock company established in the
PRC on March 16, 2012 and a subsidiary of our Bank
Qixian Zhongyuan County Bank Co., Ltd. (ZL &2 o 5k S8R 17
ey A FR 22 ), a joint stock company established in the PRC
on December 23, 2010 and a subsidiary of our Bank

qualified institutional buyers as defined in Rule 144A

Regulation S under the U.S. Securities Act
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“Related Party” or “Related
Parties”

“Related Party Transaction(s)”

“Reorganization”

“RMB” or “Renminbi”
“Rule 144A”

“SAFE”

“SAIC”

“Sale Shares”

“Sanmenxia Bank”

“SASAC”

has the meaning ascribed to it under the Administrative
Measures for the Related Party Transactions between the
Commercial Banks and their Insiders or Shareholders
(P SE SR AT B PO A RN e SR BRI W 22 2 8 BRI ) promulgated
by the CBRC, the PRC GAAP and/or IFRS

has the meaning ascribed to it under the Administrative
Measures for the Related Party Transactions between the
Commercial Banks and their Insiders or Shareholders
(P ZE R AT BEL N 0 RN R BA B 58 & B FLMFE ) promulgated
by the CBRC, Accounting Standards for Business Enterprises
(&5 HER]) promulgated by the MOF, and/or IFRS

the reorganization of the Thirteen City Commercial Banks
completed in December 2014, pursuant to which each of the
Thirteen City Commercial Banks was dissolved and
deregistered, and all assets (including creditors’ rights) and
liabilities of each of the Thirteen City Commercial Banks
were assumed by our Bank upon the completion of the
reorganization

Renminbi, the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

the State Administration of Foreign Exchange of the PRC
(HP N R L [ [ 52 A1 REE A B Ry )

the State Administration for Industry and Commerce of the

PRC (3 A R I B [ 58 T 47 BUE FRAR S )

the 300,000,000 H Shares and, where relevant, any additional
H Shares which may be sold by the Selling Shareholders
pursuant to the exercise of the Over-allotment Option. See
“Share Capital — Transfer and Sale of State-owned Shares”.
The Selling Shareholders will convert an equal number of
Domestic Shares held by them to be offered for sale as the
Sale Shares, subject to any adjustments as provided in
“Structure of the Global Offering”. References to “Sale
Shares” include, where the context requires, the Domestic
Shares from which the Sale Shares are converted

Sanmenxia Bank Co., Ltd. (= JIBER17 % 2 A FR A F), one of
the predecessors of our Bank, established on April 10, 2002 in
the PRC and dissolved and deregistered pursuant to the
Reorganization

the State-owned Assets Supervision and Administration
Commission of the State Council ("7 3E A B 3L A0 B B 7 B B
AHEEREEMZA®
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DEFINITIONS

“Henan SASAC”

“SAT”

“Selling Shareholders”

“SFC”

“SFO”

“Shares”

“Shareholder(s)”

“Shangqiu Bank”

“SHIBOR”

2

“Standard Investment Products

“small enterprises”

“Special Regulations”

“Stabilizing Manager”
“State Council”

“subsidiary(ies)”

State-owned  Assets  Supervision and Administration
Commission of Henan Provincial People’s Government (7]

BARBNFHNAEEEBEHMEHE)

the State Administration of Taxation of the PRC (/% A R4t
il KRB A5

the state-owned shareholders, collectively, who are required
to reduce their shareholding pursuant to the relevant PRC
regulations relating to disposal of state-owned shares, as
further described in “Information about this Prospectus and
the Global Offering — Selling Shareholders” of this
prospectus

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or otherwise
modified from time to time

ordinary shares in the share capital of our Bank with a
nominal value of RMB1.00 each

the holder(s) of the Shares

Shangqiu Bank Co., Ltd. (P FL 8847 B34 FR/A 7)), one of the
predecessors of our Bank, established on September 30, 2006
in the PRC and dissolved and deregistered pursuant to the
Reorganization

the Shanghai Interbank Offered Rate, a daily reference rate
published by the National Interbank Funding Center

debt securities issued by the PRC government, PRC policy
banks, PRC commercial banks and other financial institutions
and corporate issuers

the enterprises classified as small enterprises based on the
number of their employees, revenue and total assets under the
Classification Standards of Small and Medium Enterprises

the Special Regulations of the State Council on the Overseas
Offering and the Listing of Shares by Joint Stock Limited
Companies (%5 B B A B 3 A7 FR 2% ) 358 0 55 4 ey K b T Y
FEAIFLAE), which was promulgated by the State Council on
August 4, 1994, as amended, supplemented or otherwise
modified from time to time

CLSA Limited
the State Council of the PRC (" 3E A 30 B B 75 %)

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS

“Suiping Hengsheng County
Bank”

“Supervisor(s)”

“Thirteen City Commercial
Banks”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“US$”, “USD” or “U.S. dollars”

“U.S. Securities Act”

“VTM(S)”

“White Form eIPO”

“White From eIPO Service
Provider”

“Xiangcheng Huipu County
Bank”

“Xinxiang Bank”

“Xinxiang Xinxing County Bank”

Suiping Hengsheng County Bank Co., Ltd. (3°V-1H 4 B4R
1Ty AR F]), a joint stock company established in the
PRC on March 12, 2012 and a subsidiary of our bank

the supervisor(s) of the Bank

the thirteen city commercial banks located in Henan Province,
the PRC, which were predecessors of our Bank, namely
Anyang Bank, Hebi Bank, Kaifeng Commercial Bank, Luohe
Bank, Nanyang Bank, Puyang Bank, Sanmenxia Bank,
Shangqiu Bank, Xinxiang Bank, Xinyang Bank, Xuchang
Bank, Zhoukou Bank and Zhumadian Bank

the three years ended December 31, 2014, 2015 and 2016

collectively, the Hong Kong Underwriters and the
International Purchasers

collectively, the Hong Kong Underwriting Agreement and the
International Purchase Agreement

United States dollars, the lawful currency of the United States
of America

the United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder

the abbreviation of Video Teller Machine(s), the mechanical
and electrical integration equipment which handle some
counter business through the remote video mode, and enables
users to handle the business through dialogue communication
with back-office bank customer services

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online
through the designated website of White Form eIPO at
www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

Xiangcheng Huipu County Bank Co., Ltd. (F2 3k M i - S 4R 17
A5 A FR /A F]), a joint stock company established on October
27, 2011 in the PRC and a subsidiary of our Bank

Xinxiang Bank Co., Ltd. GHr4B$R17 % 13 A7 BR 2 ), one of the
predecessors of our Bank, established on August 19, 1997 in
the PRC and dissolved and deregistered pursuant to the
Reorganization

Henan Xinxiang Xinxing County Bank Co., Ltd. (7] & 7 45T

B SEERTT B A5 A BR 22 F]), a joint stock company established
on March 23, 2010 in the PRC and a subsidiary of our Bank



DEFINITIONS

“Xinyang Bank” Xinyang Bank Co., Ltd. ({5 I 817 & A PR A ), one of the
predecessors of our Bank, established on December 10, 2002
in the PRC and dissolved and deregistered pursuant to the

Reorganization
“Xinyang Pingqiao Zhongyuan Xinyang Pingqiao Zhongyuan County Bank Co., Ltd. ({5 FF-
County Bank” W R SR AT IRIP A IR A F]), a joint stock company

established on December 13, 2010 in the PRC and a
subsidiary of our Bank

“Xiping Caifu County Bank” Xiping Caifu County Bank Co., Ltd. (F8-¥- 84 & FF S AT I 10y
F PR/ A, a joint stock company established on December
17, 2009 in the PRC and a subsidiary of our Bank

“Xuchang Bank” Xuchang Bank Co., Ltd. (%Eﬁﬁﬁﬁi%\ﬁﬁﬁﬁﬁj), one of the
predecessors of our Bank, established on October 16, 2005 in
the PRC and dissolved and deregistered pursuant to the
Reorganization

“Zhoukou Bank” Zhoukou Bank Co., Ltd. (Ji 148478 A BR/A A]), one of the
predecessors of our Bank, established on September 3, 2009
in the PRC and dissolved and deregistered pursuant to the
Reorganization

“Zhumadian Bank” Zhumadian Bank Co., Ltd. (BEEJE BRI A R F]), one
of the predecessors of our Bank, established on May 22, 2002
in the PRC and dissolved and deregistered pursuant to the
Reorganization

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them.

Unless the context otherwise requires, the terms including “associate(s)”, “close associate(s)”,
“connected person(s)”, “connected transaction(s)”, “core connected person(s)” and “substantial
shareholder(s)” shall have the meanings ascribed to them under the Listing Rules.

For the ease of reference, in this prospectus, unless otherwise indicated, we use the terms “gross
loans and advances to customers”, “loans” and “loans to customers” synonymously.

If there are any inconsistencies between the Chinese names of entities or enterprises established
in China and their English translations, the Chinese names shall prevail.

In order to provide a better presentation of our financial condition and results of operations
during the Track Record Period, we have added up the corresponding statement of profit and loss and
other comprehensive income line items for the period from January 1, 2014 to December 22, 2014 in
the Combined Financial Information and that for the period from December 23, 2014 to December 31,
2014 in the Historical Financial Information for purpose of presenting statement of profit and loss and
other comprehensive income figures for the year ended December 31, 2014 in this section and other
sections of this prospectus.
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to us that
are based on the beliefs of, assumptions made by and information currently available to our
management. When used in this prospectus, the words “aim”, “anticipate”, “believe”, “could”,
“predict”, “potential”, “continue”, “expect”, “going forward”, “intend”, “may”, “ought to”, “plan”,
“project”, “seek”, “should”, “will”, “would” and the negative forms of these words and other similar
expressions, as they relate to our Bank or our management, are intended to identify forward-looking
statements. Such statements reflect the current views of our Bank’s management with respect to future
events, operations, liquidity and capital resources, some of which may not materialize or may change.
These statements are subject to certain risks, uncertainties and assumptions, including the other risk
factors as described in this prospectus. You are strongly cautioned that reliance on any
forward-looking statements involves known and unknown risks and uncertainties. The risks and
uncertainties facing our Bank which could affect the accuracy of forward-looking statements include,
but are not limited to, the following:

° our operations and business prospects, including our development plans for our existing and
new products;

° our business development strategies and initiatives to implement these strategies;

° general economic, market and business conditions in Henan Province or the PRC and any
changes thereto;

° changes or volatility in interest rates, foreign exchange rates, equity prices or other rates
or prices, including those pertaining to the PRC and the industry and markets in which we
operate;

° our existing risk management system and our ability to improve such system;

° our dividend policy;
° our financial condition, results of operation and performance;
° the amount and nature of, potential for and future development of our business;

° future developments, trends and conditions in the industry and markets in which we
operate;

° changes to the regulatory environment and general outlook in the industry and markets in
which we operate;

° the products, actions and developments of our competitors;
° general political and economic conditions; and
° capital market developments.

Subject to the requirements of applicable laws, rules and regulations, we do not intend to update
or otherwise revise the forward-looking statements in this prospectus, whether as a result of new
information, future events or otherwise. As a result of these and other risks, uncertainties and
assumptions, the forward-looking events and circumstances discussed in this prospectus might not
occur in the way we expect, or at all. Accordingly, you should not place undue reliance on any
forward-looking information. The forward-looking statements in this prospectus are qualified by
reference to the cautionary statements set out in this section.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including the risks
and uncertainties described below, before making an investment in our H Share. Our business,
financial condition and results of operation could be materially and adversely affected by any of
these risks. The trading price of our H Share could significantly decrease due to any of these
risks, and you may lose part or even all of your investment. You should also pay particular
attention to the fact that we are a PRC company and are governed by a legal and regulatory
system which in some respects may differ from those prevailing in other countries. For more
information concerning the laws and regulatory systems of the PRC and certain related matters
discussed below, see “Supervision and Regulation”, “Appendix 1V — Summary of Principal
Legal and Regulatory Provisions” and “Appendix V — Summary of Articles of Association”.

RISKS RELATING TO OUR BUSINESS

If we are unable to effectively maintain the quality and growth of our assets and our overall
business, our financial condition and results of operations may be materially and adversely
affected.

Our gross loans and advances to customers amounted to RMB111,132.8 million, RMB139,599.5
million and RMB164,888.5 million as of December 31, 2014, 2015 and 2016, respectively. As of the
same dates, our non-performing loans amounted to RMB2,135.2 million, RMB2,719.2 million and
RMB3,062.1 million, respectively, and our NPL ratio was 1.92%, 1.95% and 1.86%, respectively. Our
non-performing loan ratio increased from 1.92% as of December 31, 2014 to 1.95% as of December
31, 2015 primarily due to an increase in our non-performing personal loan ratio mainly as a result of
deteriorated financial condition and repayment abilities of certain individual businesses during the
slowdown of the PRC economy, which was partially offset by a decrease in our non-performing
corporate loan ratio from 2.63% as of December 31, 2014 to 2.13% as of December 31, 2015 as a result
of (i) our efforts to recover existing non-performing corporate loans after the Reorganization, (ii) our
strict risk management measures to control loans to corporations in high risk industries. Our
non-performing loan ratio decreased from 1.95% as of December 31, 2015 to 1.86% as of December
31, 2016 primarily due to a decrease in our non-performing corporate loan ratio from 2.13% as of
December 31, 2015 to 1.78% as of December 31, 2016 as a result of (i) our continued efforts to recover
existing non-performing loans and (ii) our continued efforts to strengthen our risk management and
(iii) our strategy to focus on developing quality customers with good credit records. For details on the
asset quality of our loan portfolio, please see “Assets and Liabilities — Assets — Loans to Customers
— Asset Quality of Our Loan Portfolio”. We cannot assure you that our non-performing loans and NPL
ratios will not continue to increase in the future.

Our financial condition and results of operations will be affected by our ability to maintain or
improve the quality of our assets, including our loans to customers and investments in Non-standard
Credit Assets. We cannot assure you that the quality of our assets, including our loans to customers
and investments in Non-standard Credit Assets, will not deteriorate. Deterioration in the overall
quality of our assets, including our loans to customers and investments in Non-standard Credit Assets,
may occur due to a variety of reasons, including a slowdown of China’s and Henan Province’s
economy, other adverse macroeconomic developments, the mass fluctuation in capital markets, an
outbreak of disasters or major accidents in China and other regions. In addition, as we aspire to
provide high-quality rural financial services to customers in county and rural areas, we are subject to
risks inherent to rural financial services, such as low production efficiency, vulnerability to natural
disasters, long production cycle and lack of insurance system against catastrophic events, any of which
may materially and adversely affect the business and financial condition of our agriculture-related
loan customers, which may thereby affect their capacity to repay their loans to our Bank. All of these
may adversely affect the businesses, operations, or liquidity of our customers, counterparties or
ultimate financing parties of our business and we may not be able to realize the value of our collateral,



RISK FACTORS

or guarantees securing the assets. In particular, any significant deterioration in our asset quality may
lead to significant increases in our non-performing loans, allowance for impairment losses, and loans
written off due to impairment, which may materially and adversely affect our business, financial
condition, profitability, and results of operations.

In addition, we may not be able to successfully maintain the growth of our assets and business,
including our loans to customers and investments in Non-standard Credit Assets, if we fail to offer
new products to attract new customers, improve our marketing efforts, or expand our sales channels.
The growth of our overall business may also be affected by the general state of PRC economy and
macroeconomic factors affecting the PRC or regions in which we operate, such as the inflation rate,
growth in GDP, changes in banking and financial laws or regulations, changes in the implementation
of macroeconomic regulations, market liquidity and changes in credit policy, changes in loans
demand, and the progress of financial reforms and liberalization of interest rates. Moreover,
maintaining the growth of our business will require substantial managerial and operational resources
and there is no assurances that we will be able to retain and attract qualified personnel to support the
growth of our assets in a timely manner. We may also need additional capital in the future and we may
not be able to obtain such capital on acceptable terms, or at all, which may result in a lower or
non-compliant capital adequacy ratio. Also, the maintenance of our growth will continue to require
substantial managerial and operational resources. We may not be able to retain and attract qualified
personnel to satisfy our growth needs. Please see “— We rely on the continuing efforts of our key
personnel and may not be able to recruit or retain a sufficient number of qualified staff”. We may also
need additional capital in the future, and we may not be able to obtain such capital on acceptable terms
to support the development of our business. Any occurrences of the above factors may materially and
adversely affect our business, financial condition and results of operations.

We disposed of certain historical burden and certain loan assets during the Track Record Period
and our asset quality indicators would be worse than the existing ones as of December 31, 2014,
2015 and 2016 had these disposals of our historical burden and transfer of assets not taken place.

We disposed of certain historical burden with a gross amount of approximately RMBS5,284.3
million (primarily including certain assets of Nanyang Bank, Kaifeng Commercial Bank, Zhoukou
Bank, Puyang Bank and Anyang Bank, such as repossessed assets, investments, loans and intangible
assets) prior to the Reorganization in 2014. Our disposals were undertaken in the forms including (i)
the former shareholders of these five city commercial banks bearing approximately RMB493.0 million
by way of reducing net assets of the respective banks, and (ii) Henan Investment Group Co., Ltd.
acquiring the remaining historical burden at a consideration of approximately RMB4,791.3 million.
Upon completion of such disposals of historical burden, they were derecognized from the balance
sheets of these five city commercial banks prior to the Reorganization. In addition, in order to
continue to dispose of historical assets and improve our assets quality, we, according to the guidance
of the Overall Plan for the Reform and Reorganization of Certain City Commercial Banks in Henan
Province (Yuzhengban [2013] 100) (<] & A B EUR HE2N 58 B A B35 1T w2 9505 20 Bk vl sy 36 R AT i
A AR Jr R A (FRIEUIF[2013]1100%%)) issued by Henan Government, transferred and sold
certain loans in 2015 and 2016 with a gross amount of RMB213.8 million and RMBS&,623.8 million,
respectively, which had been approved to be granted prior to the Reorganization, respectively. Please
see “Our History and Development — Financial Restructuring”. Our asset quality indicators would be
worse than the existing ones as of December 31, 2014, 2015 and 2016 had these disposals of our
historical burden and transfer of assets not taken place. For the existing asset quality indicators as of
December 31, 2014, 2015 and 2016, please see “Financial Information — Selected Financial Data” in
this prospectus. In the future, we may not be able to dispose of or transfer our assets or loans in a
similar scale or on similar terms. Investors should consider these disposals and transfers of assets
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RISK FACTORS

before making investment decisions relating to us. For risks relating to the quality of our assets, please
also see “ — If we are unable to effectively maintain the quality and growth of our assets and our
overall business, our financial condition and results of operations may be materially and adversely
affected” in this section.

Our allowance for impairment losses on loans may not be sufficient to cover the actual losses on
our loan portfolio in the future.

As of December 31, 2014, 2015 and 2016, the balance of our non-performing loans was
RMB2,135.2 million, RMB2,719.2 million and RMB3,062.1 million, respectively. Our allowance for
impairment losses on gross loans to customers was RMB4,683.0 million, RMB5,723.4 million and
RMB6,341.2 million as of December 31, 2014, 2015 and 2016 respectively, and our allowance
coverage ratio was 219.32%, 210.48% and 207.09%, respectively. Our allowance to total loan ratio
was 4.21%, 4.10% and 3.85%, respectively, as of the same dates. The allowance for impairment losses
amount is based on our assessment of various factors affecting the quality of our loan portfolio under
TAS 39. These factors include our borrowers’ operational and financial condition, repayment ability,
and repayment intention, the realizable value of any collateral, and the ability of the guarantors of our
customers to fulfill their obligations, as well as China’s economic, legal, and regulatory environment.
Many of these factors are beyond our control, and therefore our assessments and expectations on these
factors may differ from their future developments. In addition, our allowance for impairment losses
may increase due to future regulatory and accounting policy changes, deviations in loan classification,
or adoption of a more conservative provisioning practice. Any of the above factors may significantly
reduce our profit and materially and adversely affect our business, prospects, financial condition and
results of operations.

We face concentration risks from our credit exposure to certain industries, borrowers and
geographic regions.

As of December 31, 2014, 2015 and 2016, our corporate loans represented 64.2%, 71.1% and
67.1% of our total loans to customers, respectively. As of December 31, 2016, our loans to the
manufacturing industry and the wholesale and retail industry, which were ranked as the top two
industries among the industries from which our corporate loan customers are usually derived,
represented 30.6% and 19.4% of our total corporate loans, respectively, and non-performing loans to
these industries accounted for 50.5% and 22.3% of our total non-performing corporate loans,
respectively. Additionally, as most of our corporate loan customers in the manufacturing and the
wholesale and retail industries are small and micro enterprises, they may be more vulnerable to the
impact from economic downturn compared to enterprises in other industries.

Any deterioration in any of the industries where our loans are concentrated or any deterioration
in the financial condition or results of operations of our borrowers in the relevant industries could
undermine the quality of our existing loans and our ability to extend new loans to relevant industries,
which in turn could materially and adversely affect our business, financial condition and results of
operations.

As of December 31, 2016, loans to our ten largest single borrowers totaled RMB5,448.5 million,
representing 14.4% of our regulatory capital, which were all classified as normal. As of the same date,
our credit exposure to our ten largest group customers totalled RMB8,423.7 million, representing
22.2% of our regulatory capital. If the quality of any of these loans deteriorates or becomes
non-performing, our asset quality could deteriorate significantly and our financial condition and
results of operations could be materially and adversely affected.

Furthermore, our business and operations are primarily concentrated in Henan Province. As of
December 31, 2016, all of our loans to customers and our deposits from customers were originated
from our outlets located in Henan Province. Most of our businesses and operations will remain in
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Henan Province in the foreseeable future. Therefore, our continued growth depends to a large extent
on the continued growth of the Henan Province economy, and we are exposed to risks arising from
concentration of loans extended in Henan Province in terms of distribution of customers and
geographical coverage. Any adverse change in the economic development of or any significant natural
disaster or catastrophic event occurring in Henan Province, or any material adverse change in financial
condition of our customers in this region or any party to whom they provide guarantees, may
materially and adversely affect our business, financial condition and results of operations.

The collateral or guarantees securing our loans and advances to customers may not be sufficient
or fully realizable.

As of December 31, 2016, 38.8%, 15.2% and 41.9% of our total loans to customers were secured
by collaterals, pledges, and guarantees, respectively. The collateral and pledges securing our loans to
customers primarily comprised land use rights, buildings and houses, machineries and equipment,
equity securities, debt securities, certificates of deposit, and other assets. The value of the collateral
securing our loans may fluctuate and decline due to various factors beyond our control, including
macroeconomic factors affecting China. For example, a slowdown in the PRC economy may lead to
a downturn in the real estate market, which may in turn result in declines in the value of the real estate
assets securing our loans to levels below the outstanding principal balance of said loans. In addition,
we cannot assure you that our assessment of the value of collateral will be accurate at all times. If our
collateral proves to be insufficient to cover the related loans, we may have to obtain additional
collateral or pledges from the borrowers and there is no assurance that we would be able to obtain the
said collateral on satisfactory terms or at all. Reduction of our collateral value or our inability to
obtain additional collateral or pledges may result in additional allowance for loan impairment, which
may materially and adversely affect our business, financial condition, and results of operations.

In the PRC, the procedures for liquidating or otherwise realizing the value of collateral may be
time-consuming, the value of collateral may not be fully realized, and it may be difficult to enforce
claims in respect of such collateral. In addition, under certain circumstances, other claims may be
senior or prior to our claims to the collateral securing our loans. All of the foregoing factors could
adversely affect our ability to realize the value of the collateral securing our loans in a timely manner
or at all.

The guarantees under our guaranteed loans are generally not backed by collateral or other
security interests. In addition, some of the guarantees are provided by affiliates of the relevant
borrower, so that certain factors which result in a borrower’s inability to repay a guaranteed loan in
full and on time may also affect the guarantor’s ability to fully perform its guarantee obligations and,
therefore, expose us to additional risks. Furthermore, we are subject to the risk that a court or any
other judicial or government authority may declare a guarantee invalid in value or fail to enforce such
guarantee. We are therefore exposed to the risk that we may not be able to recover all or part of our
guaranteed loans. If we are unable to dispose of the assets of borrowers and guarantors or if the
guarantors fail to fully perform their guarantee obligations on a timely basis, our business, financial
condition, and results of operations may be materially and adversely affected.

As of December 31, 2016, unsecured loans accounted for 4.1% of our total loans to customers.
We grant such unsecured loans mainly based on our credit evaluation of such customers. We cannot
assure you that our credit assessments of such customers are or will be accurate at all times, or that
such customers will repay their loans in full and on time. As we only have general claims on the assets
of defaulting borrowers under the loans not secured by collaterals or pledges, we are exposed to a
relatively high risk of losing the entire outstanding amount under such loans, which may adversely
affect our business, financial condition, and results of operations.
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Any significant or protracted downturn in, or change in national policies affecting the real estate
market in the PRC may have a material adverse effect on our business, asset quality, financial
condition and results of operations.

We are exposed to risks associated with the PRC real estate market, especially from corporate
loans to the real estate industry, personal residential loans and other loans secured by real estate. As
of December 31, 2014, 2015 and 2016, our loans to corporate borrowers in the real estate industry
represented 10.0%, 8.7% and 8.7%, respectively, of our total corporate loans. As of the same dates,
our residential mortgage loans represented 17.0%, 22.4% and 42.3%, respectively, of our total
personal loans.

The PRC government has imposed, and may continue to impose macroeconomic policies to
regulate the real estate market including imposing business taxes on the transfer of residential
apartments within two or five years, as the case may be, after the purchase of the apartments, levying
mandatory personal income tax for second-hand residential apartments transactions, imposing
qualification requirements for homebuyers and borrowers of residential mortgage loans, and setting
the minimum down payments and mortgage rates for the purchase of residential properties. In October
2016, according to a notice posted on the local government’s website stated that residents of
Zhengzhou who already own two properties and non-residents who already own one property will only
be able to buy properties less than 180 square meters. In December 2016, on top of the tightened
restrictions mentioned above, Zhengzhou government announced Notice on Further Strengthening
Regulations and Control of Real Estate Industry in Zhengzhou (BRI T A FEBUR 523 8 BE ikt 4 — 25
T 5 M 7E R 2 T AE) A1) ) which sets a higher standard for non-Zhengzhou residents to purchase
homes in the city and sets tightened restrictions on the sources of the homes larger than 180 square
meters. For details, please see “Supervision and Regulation — Regulation on Principal Commercial
Banking Activities”. These measures may slow down the growth of our loans to, and negatively affect
the financial condition, liquidity and repayment capabilities of our customers in the real estate
industry. These measures may also reduce the demand for residential mortgage loans in the PRC. In
addition, any significant or continued decline in property prices in the PRC may have a material
adverse effect on the asset quality of our corporate loans to customers in the real estate industry and
personal residential mortgage loans. If the real estate market in the PRC experiences a recession or
a prolonged period of downturn, the value of the real estate as collateral for our loans may decrease
to a level insufficient to cover the principal of and interest on the loans, which could therefore prevent
us from recovering all or part of principal and interest if the borrower defaults. The fact that we have
taken measures to manage the risks cannot be an assurance to you that such measures will be effective
or sufficient to protect us against the foregoing adverse effects.

We are exposed to credit risks arising from loans granted to small and micro enterprises.

As of December 31, 2014, 2015 and 2016, our loans to small and micro enterprises represented
60.7%, 61.9% and 67.6%, respectively, of our total corporate loans. Small and micro enterprises are
generally more vulnerable to macroeconomic fluctuations, as they may lack the financial, management
or other resources necessary to withstand the adverse effects brought by an economic slowdown or
changes in the regulatory environment compared with larger enterprises. In addition, subject to
limitations of due diligence by its nature, we may not be able to obtain all the necessary information
regarding small and micro enterprises for us to fully assess their credit risk. As of December 31, 2014,
2015 and 2016, our NPL ratio of small and micro enterprises loans was 2.55%, 2.51% and 2.42%,
respectively. Our NPL may increase significantly due to the effects caused by the economic slowdown
or unfavorable changes in the regulatory environment on our small and micro enterprise customers,
which may materially and adversely affect our business, financial condition and results of operations.
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Our asset quality, financial condition or results of operations may be materially and adversely
affected if the repayment ability of local government financing vehicles deteriorates or the
government policies affecting local government financing vehicles change.

Similar to other commercial banks in the PRC, we extend loans to local government financing
vehicles. Local government financing vehicles refer to economic entities with independent legal
capacity established by local governments as well as other departments and institutions through fiscal
allocation or injection of assets such as land and equity, responsible for financing
government-sponsored projects. Local government financing vehicles typically use loan proceeds to
make investments in infrastructure or industrial zone construction, renovation of old districts, or
development of public interest projects, and repay us with operating cash flows generated from
relevant projects and the local government budget. As of December 31, 2016, our loans to local
government financing vehicles amounted to RMB357.6 million, representing 0.3% of our loans to
corporate banking customers and 0.2% of our total loans. In addition, as of December 31, 2016, none
of our loans to local government financing vehicles was classified as non-performing. For details on
how we manage risks related to local government financing vehicles, please see “Risk Management
— Credit Risk Management — Credit Risk Management for Corporate Loans — Portfolio
Management — Credit Risk Management for Local Government Financing Vehicles™.

Apart from granting loans to local government financing vehicles, we also provide financing to
local government financing vehicles through our investments in debt securities issued by such local
government financing vehicles, trust plans, or asset management plans, utilizing funds at our disposal
or proceeds from offering both principal protected and non-principal protected wealth management
products. As of December 31, 2014, 2015 and 2016, our total credit balance to local government
financing vehicles amounted to RMB2,775.0 million, RMB3,010.0 million and RMB3,848.8 million,
respectively. Such increase was primarily due to our expansion in the financing to local government
financing vehicles as we followed the relevant national policy of encouraging investments in
infrastructure construction.

Pursuant to applicable PRC regulations, unless otherwise provided by laws and the State
Council, it is not permitted for local governments and their departments, organizations, and
institutions funded primarily by fiscal budget to, directly or indirectly, provide guarantees for the
financing activities of local government financing vehicles through utilizing fiscal income or
state-owned assets or otherwise. In addition, many projects sponsored by local government financing
vehicles are carried out primarily for public interest purposes and are not necessarily commercially
viable and, therefore, the operating cash flows generated from such projects may not be sufficient to
cover the principal of and interest on the relevant loans. As a result, the ability of a local government
financing vehicle to repay its loans may depend, to a significant extent, on its ability to receive
financing support from the government, which may not always be available due to the government’s
liquidity, budgeting priorities, and other considerations.

A macroeconomic slowdown, unfavorable changes in governmental policies, the deterioration in
the financial condition of local governments, significant decline in property prices or other external
factors may undermine the repayment capabilities of relevant local government financing vehicles,
which may, in turn, materially and adversely affect our asset quality, financial condition and results
of operations. Since 2010, the State Council, CBRC and PBoC, along with several other PRC
regulatory authorities, have promulgated a series of notices, guidelines, and other regulatory measures
that instruct PRC banks and other financial institutions to strengthen their risk management measures
regarding loans to local government financing vehicles. For further details, please see “Supervision
and Regulation — Regulation on Principal Commercial Banking Activities”. We have adopted
measures both on our own initiative and in response to these regulatory directives to control our risk
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exposure loans to local government financing vehicles, including implementing credit exposure limits
on our loans to local government financing vehicles, strengthening our credit extension and credit
monitoring mechanism, and establishing risk alert systems for loans to local government financing
vehicles. For details of these measures, see “Risk Management — Credit Risk Management”.
However, there is no assurance that measures taken by us are sufficient to protect ourselves against
loss in connection with default by local government financing vehicle borrowers, which may in turn
materially and adversely affect our asset quality, financial condition and results of operation.

There are legal defects regarding some of our properties.

As of the Latest Practicable Date, we owned 616 properties with an aggregate GFA of
approximately 626,280.1 square meters, which we mainly used as outlets and offices.

We have obtained building ownership certificates and land use right certificates for 220
properties with an aggregate GFA of approximately 289,374.5 square meters. For 50 properties with
an aggregate GFA of approximately 54,659.6 square meters, we have obtained the relevant building
ownership certificates and land use right certificates but such land was allocated to us. For 180
properties with an aggregate GFA of approximately 88,313.8 square meters, we have obtained the
building ownership certificates, but have not obtained the land right use certificates for the land on
which such building were erected. For 12 properties with an aggregate GFA of approximately 39,554.4
square meters, we have been granted the land use right certificates, but we have not obtained the
building ownership certificates. For two properties with an aggregate GFA of approximately 144.0
square meters, we have obtained the land use right certificates through allocation, but we have not
obtained the building ownership certificates. For 152 properties with an aggregate GFA of
approximately 154,233.9 square meters, we have not obtained the relevant building ownership
certificates for these properties or land use right certificates for the land occupied by such properties.
As of the Latest Practicable Date, the aggregate GFA of properties with defective titles accounted for
approximately 53.79% of the properties owned by us. For details of our properties, please see
“Business — Properties”. We are committed to using our best efforts to complete relevant procedures
for obtaining relevant land use right certificates and/or building ownership certificates. However, we
may not be able to obtain all these title certificates. There is no assurance that our ownership rights
would not be adversely affected in respect of properties for which we were unable to obtain the
relevant title certificates. If we were forced to relocate any of the operations we conduct on the
affected properties, we may incur additional costs as a result of such relocation.

As of the Latest Practicable Date, we leased 555 properties with an aggregate GFA of
approximately 237,936.3 square meters, which we mainly use as business premises. For 401 properties
with an aggregate GFA of approximately 167,366.3 square meters, the lessors have not obtained the
relevant building ownership certificates or the consent letter from the owners to authorize the lessors
to lease or sublease the specific properties. As a result, the validity of such leases may be subject to
legal challenge. In addition, there is no assurance that we would be able to renew such leases on terms
acceptable to us upon their expiration or at all. If any of our leases is terminated as a result of
challenges by third parties or if we fail to renew them upon expiration, we may be forced to relocate
affected branches and sub-branches and incur additional costs associated therewith, and our business,
financial condition and results of operation may be adversely affected. Further, as we only completed
the relevant lease registration procedures for 158 leased properties, we are subject to the risks of being
ordered by relevant authorities to reapply for the relevant procedures and being imposed with the
penalty in case of failures to do so. For details of our properties including leased properties, please
see “Business — Properties”.
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Any adverse development in relation to our investments in Non-standard Credit Assets may
materially and adversely affect our profitability and liquidity.

During the Track Record Period, we made investments in Non-standard Credit Assets, primarily
including investments in trust plans, asset management plans, wealth management products issued by
other Chinese commercial banks and securities investment funds. As of December 31, 2014, 2015 and
2016, our investments in Non-standard Credit Assets amounted to RMB20,656.0 million,
RMB53,378.6 million and RMB109,132.0 million, respectively, accounting for 10.0%, 17.5% and
25.2%, respectively, of our total assets as of the same dates. For the years ended December 31, 2014,
2015 and 2016, interest income generated from our investments in Non-standard Credit Assets
amounted to RMBI1,468.5 million, RMB2,175.2 million and RMB4,138.7 million, respectively,
representing 11.5%, 14.0% and 24.3%, respectively, of our total interest income for the same periods.
For details of our Non-standard Credit Assets, please see “Business — Our Principal Business
Activities — Financial Markets Business — Investment Business — Non-standard Credit Assets”.

Investing in Non-standard Credit Assets contains certain risks. Although we have taken a variety
of risk management measures, there is no assurance that these measures could fully protect us from
credit risks and liquidity risks in relation to investments in Non-standard Credit Assets. For details of
the risk management measures we adopted for our investments in these assets, please see “Risk
Management — Credit Risk Management — Credit Risk Management for our Financial Markets
Business — Credit Risk Management for Investments in Standard Investment Products and
Non-standard Credit Assets”. For example, we may not be able to receive repayment of principal of,
and returns on these Non-standard Credit Assets due to material and adverse changes to the financial
condition of the relevant trust companies, securities companies or the ultimate borrowers. In addition,
we may not be able to rely on the guarantees and collateral or realize the value of the collateral
provided by the ultimate borrowers, as such guarantees and collateral are provided to the trust
companies, asset management companies, securities companies and other financial institutions,
instead of us. Furthermore, if the agreed-upon return rates of our investments in Non-standard Credit
Assets cannot be achieved or the principal of our investments cannot be repaid, we primarily rely on
the issuers to reduce our losses and exercise our rights under the related contracts and guarantees to
recover losses from the issuers and the guaranteeing financial institutions (if any). We do not have
direct recourse to the ultimate borrowers or their guarantors in the underlying transactions. In
addition, as Non-standard Credit Assets are not traded on the interbank market or stock exchanges, and
there has not yet been an active trading market for Non-standard Credit Assets, their liquidity is
limited. As a result, our ability to dispose of relevant investments or realize value of relevant
investments before their maturity is limited. All above mentioned factors may materially and adversely
affect our business, financial condition and results of operations.

In addition, as of December 31, 2016, our investments in trust plans, asset management plans and
wealth management products with our top five counterparties represented 94.5%, 67.5% and 91.8%,
respectively, of our total investments in the respective type of our Non-standard Credit Assets as of
the same date. Any deterioration in the financial condition or results of operations of these
counterparties may undermine the quality of our existing investments in Non-standard Credit Assets,
which in turn could materially and adversely affect our business, financial condition and results of
operations.

Furthermore, although PRC regulatory authorities do not currently prohibit commercial banks
from investing in Non-standard Credit Assets, there can be no assurance that future changes in
regulatory policies will not restrict commercial banks in China, including us, from investing in
Non-standard Credit Assets. In addition, adverse regulatory developments in relation to these types of
investments could cause declines in the value of the investment portfolio held by us and, as a result,
may adversely affect our business, financial condition and results of operations.
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We are subject to risks relating to wealth management products.

In recent years, we have increased the volume and expanded the range of wealth management
products offered to both our corporate banking customers and retail banking customers. For the years
ended December 31, 2014, 2015 and 2016, the total amount of the wealth management products issued
by us were RMB12,561.9 million, RMB18,758.4 million and RMB75,612.2 million, respectively.

We invested the proceeds from our wealth management products mainly in money market
instruments, deposits with banks, negotiated deposits, debt securities, trust plans, asset management
plans and contractual funds. Compared to money market instruments and debt securities, trust plans
and asset management plans may involve certain risks that are beyond our control. For details, please
see “ — Any adverse development in relation to our investments in Non-standard Credit Assets may
materially and adversely affect our profitability and liquidity”. For the years ended December 31,
2014, 2015 and 2016, our investments in various types of financial products with funds raised from
our wealth management products amounted to RMB3,606.5 million, RMB13,939.4 million and
RMB28,569.3 million, respectively.

As most of the wealth management products we issued are non-principal protected, we are not
liable for any loss suffered by the investors in these products. However, to the extent the investors
suffer losses on these wealth management products, our reputation may be damaged and we may also
suffer a loss of business or decrease in deposits. Furthermore, we may eventually bear losses for
non-principal protected products if the investors bring lawsuits against us and the court rules that we
are liable for inadequate disclosure or otherwise. Further, given that some of our wealth management
products are principal protected, we are liable for any loss in principal suffered by investors of these
products. In addition, the tenures of some of the wealth management products issued by us are shorter
than those of their underlying assets. We are thus required to proactively manage the tenures of such
wealth management products. This mismatch subjects us to liquidity risk and requires us to issue new
wealth management products, sell the underlying assets or otherwise address the funding gap when
existing wealth management products mature. During the Track Record Period, we did not experience
any material mismatch between wealth management plan issued by us and the underlying investments.
Furthermore, the PRC regulatory authorities have released regulations to limit the size of commercial
banks’ investments in Non-standard Credit Assets with funds raised from wealth management
products. Please see “Supervision and Regulation — Regulation on Principal Commercial Banking
Activities — Wealth Management”. If the PRC regulatory authorities further restrict the wealth
management business of PRC commercial banks, our liquidity and profitability could be adversely
affected. There is no assurance that we can always complete these transactions on commercially
acceptable terms in a timely manner or at all, as a result of which, our business, financial condition
and results of operations could be materially and adversely affected.

If we fail to maintain the growth rate of our deposits from customers or our deposits from
customers decrease substantially, our liquidity, financial position and operating results could be
materially and adversely affected.

Deposits from customers have been our primary funding source. We rely on the growth in
deposits from customers to expand our loan business and meet other liquidity needs. Decreases in
deposits from customers will reduce our funding sources, which, in turn, will reduce our ability to
extend new loans while meeting capital and liquidity requirements. In recent years, our deposits from
customers have continued to grow. Our total deposits from customers amounted to RMB164,595.8
million, RMB205,370.4 million and RMB245,352.8 million as of December 31, 2014, 2015 and 2016,
respectively. However, there are various factors affecting the growth in our deposits from customers,
some of which are beyond our control, such as economic and political condition, the availability of
alternative investment products, and changes in customers’ preference for savings.
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There is a mismatch between the maturities of our liabilities and our assets. As of December 31,
2016, 90.4% of our total deposits from customers were due within one year. As of the same date,
77.8% of our total loans to customers were due within one year. As a result, there’s no assurance that
we will be able to maintain the growth in our deposits from customers at a pace sufficient to support
our expanding business.

If we are unable to maintain the growth rates of our deposits from customers, or a substantial
portion of our customers withdraw their demand deposits or do not roll over their time deposits upon
maturity, our ability to meet capital liquidity requirements may be materially and adversely affected
and, as a result, we may need to seek funding from alternative sources, which may not be available
on reasonable terms or at all. If we cannot seek funding from alternative sources on reasonable terms,
our business, financial condition and results of operations may be materially and adversely affected.

The proportion of our short-term loans has been relatively high, which may adversely affect the
reliability and stability of our interest income.

Under the General Rules of Loans of the PBoC, short-term loans are loans with maturity of one
year or less. The proportion of our short-term loans in our total outstanding loan balance remained
relatively high. As of December 31, 2014, 2015 and 2016, our total short-term loans accounted for
79.3%, 78.6% and 70.1%, respectively, of our total loans, among which, short-term corporate loans
accounted for 85.7%, 81.8% and 78.9%, respectively, of our total corporate loans. During the Track
Record Period, short-term loans constituted a major portion of our total corporate loans and had been
our stable source of interest income. However, we cannot assure you that we will continue to have this
stable source of interest income, in particular, when there is greater competition or funds of lower
interest are available to customers. Our relatively high portion of short-term loans may have an
adverse effect on the reliability and stability of our interest income.

In addition, a high concentration of short-term loans means that the repayment of such loans may
be more vulnerable to, and could result in a higher default rate in case of, any downturn in the PRC
economy or in the specific industries of the PRC economy to which we primarily lend. Both unstable
interest income and a higher rate of loan defaults could have a material adverse effect on our financial
condition and results of operations.

Further interest rate liberalization, the PBoC’s adjustments to the benchmark interest rate, the
deposit insurance program and other regulatory changes in the PRC’s banking industry may
materially and adversely affect our results of operations.

Similar to most PRC commercial banks, our results of operations depend, to a large extent, on
our net interest income, which accounted for 95.3%, 95.5% and 94.9% of our operating income for the
years ended December 31, 2014, 2015 and 2016, respectively.

Our net interest income is sensitive to adjustments in the benchmark interest rates set by PBoC.
In recent years, PBoC has adjusted the benchmark interest rates several times. Please see “Supervision
and Regulation — Pricing of Products and Services — Interest Rates for Loans and Deposits”.
Adjustments by PBoC to the benchmark interest rates on loans or deposits or changes in market
interest rates may affect our financial condition and results of operations in different ways. For
example, changes in the PBoC benchmark interest rates could affect the average yield on our
interest-earning assets to a different extent than the average cost on our interest-bearing liabilities and,
therefore, may narrow our net interest margin. This would lead to a decrease in our net interest
income, which in turn may materially and adversely affect our results of operations and financial
condition.
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Interest rates in China have been gradually liberalized in recent years. Since June 8, 2012, PBoC
has allowed financial institutions to increase the Renminbi deposit interest rate to 110% of the PBoC
benchmark interest rate. On July 20, 2013, the PBoC abolished the floating interest rate of Renminbi
loans (excluding housing loan interest rates), and allowed financial institutions to set lending rates
based purely on commercial considerations. Furthermore, on November 22, 2014, the PBoC permitted
financial institutions to raise the Renminbi deposit interest rate up to 120% of the PBoC benchmark
interest rate. China had already further raised rates in March 1, 2015 and May 11, 2015 up to 130%
and 150% of the PBoC benchmark interest rates, respectively. Beginning on August 26, 2015, the
PBoC completely abolished the interest rate cap of Renminbi deposits of over one year. Then on
October 24, 2015, the PBoC announced that it would no longer set up a floating ceiling deposit interest
rate for commercial banks, signifying the further liberalization of controls on interest rates as financial
market players are now permitted to customize consultation services and financial product pricing in
accordance with market principles. Interest rate liberalization may intensify competition in the PRC
banking industry as PRC commercial banks seek to make loans and take deposits with more attractive
interest rates, which could narrow the net interest margin of PRC commercial banks, thereby
materially and adversely affecting our results of operations. There is no assurance that we will be able
to promptly diversify our businesses, adjust the mix of our assets and liabilities and change our pricing
to effectively respond to further liberalization of interest rates.

As a crucial step for liberalizing interest rates in China, the Deposit Insurance Regulation was
published on February 17, 2015 and came into effect on May 1, 2015. The Deposit Insurance
Regulation insures each depositor of a failed bank in an amount up to RMBS500,000. Banks are
required to pay premiums for the deposit insurance program, which will increase our operating costs
and may therefore adversely affect our financial condition and results of operations. It is still
uncertain whether the Deposit Insurance Regulation will have a positive or negative impact on the
banking industry in China.

We also conduct trading and investment activities involving certain financial instruments. Our
income generated from these activities is subject to volatility caused by, among other things, changes
in interest rates and foreign exchange rates. For example, increases in interest rates generally cause
the value of our fixed income securities portfolio to drop, which may materially and adversely affect
our results of operations and financial condition. In addition, the derivatives market in the PRC is still
in the early stages of development. As a result, we may not be able to effectively hedge such market
risks.

We manage our liquidity partly through short-term borrowing in the interbank market. Our
borrowing costs may increase as a result of the fluctuation in interest rates on the interbank
market, which may materially and adversely affect our liquidity, financial condition and results
of operations.

As of December 31, 2016, the balances of our deposits from banks and other financial
institutions, placements from banks and other financial institutions and financial assets sold under
repurchase agreements accounted for 11.3%, 2.6% and 6.9% of our total liabilities. According to the
Notice on Regulating the Interbank Business of Financial Institutions (<[5 B i 4 il i 16 [ 35 3675
Y4 1)) jointly issued by the PBoC, CBRC, CSRC, CIRC and SAFE on April 24, 2014, the net
balance of interbank lending of a commercial bank to a single incorporated financial institution
(excluding interbank deposits for settlement purposes), after deducting assets with zero risk weight,
shall not exceed 50% of its tier-one capital. The balance of interbank borrowing of a commercial bank
shall not exceed one third of its total liabilities. We have complied with the above regulatory
requirements. Subject to the aforementioned laws and regulations and other applicable requirements,
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we may not be able to acquire sufficient short-term funds from the interbank market at all times, and
regulatory authorities may further impose restrictions on the interbank business and interbank
borrowing. As a result, our funding costs may increase, which may materially and adversely affect our
liquidity and profitability.

Our current risk management framework, policies and procedures and internal control may not
fully protect us from credit, market, liquidity, operational, and other risks.

We have established a risk management framework and an internal control system to protect us
from various risk exposure. As part of the Reorganization, we introduced a new risk management
organizational structure, launched an information system to support a centralized database, and
revamped our risk management policies and procedures in an effort to improve our overall risk
management capabilities. However, as these systems, policies and procedures were installed or
implemented relatively recently and they require constant and ongoing testing and maintenance, there
is no assurance that these current systems are fully adequate to protect us from all kinds of risks. In
addition, our risk management capabilities are limited by the information, tools, or technologies
available to us. Please see “ — The effective operation of our business is highly dependent on the
proper functioning and improvement of our information technology systems”.

Although we have taken various measures to improve and upgrade our overall risk management
system, policies and procedures, due to the inherent limitations of our systems, we may not adequately
or effectively identify or mitigate our risk exposure in all market environments or against all types of
risks. As a result, our risk management methodologies and techniques may not be effective and we
may not be able to manage and control our risks in a timely and appropriate manner, and thereby our
asset quality, business, financial condition and results of operations may be materially and adversely
affected.

We may have difficulties in meeting capital adequacy requirements in the future.

We are subject to capital adequacy regulations set by the CBRC. Please see “Supervision and
Regulation — Supervision over Capital Adequacy”. Pursuant to the requirements of PRC banking
regulatory authorities, our capital adequacy ratios of each tier shall remain no lower than the minimum
capital adequacy requirements under the Capital Administrative Measures during the transitional
period for implementation. Calculated in accordance with the Capital Administrative Measures, as of
December 31, 2016, our core tier-one capital adequacy ratio, tier-one capital adequacy ratio and
capital adequacy ratio all satisfied the requirements of PRC banking regulatory authorities. The CBRC
may further increase the minimum capital adequacy requirements or change the methodology for
calculating regulatory capital or capital adequacy ratios or we may otherwise be subject to new capital
adequacy requirements.

Our ability to satisfy the current regulatory capital adequacy requirements could be adversely
affected by deterioration of our financial condition, or the quality of our assets, such as an increase
in non-performing loans and a decline in our profitability. If our business growth calls for additional
capital in excess of what we are able to generate internally or raise in the capital markets, we may need
to seek additional capital through alternative means which may not be available to us on commercially
acceptable terms in a timely manner, or at all. Our ability to obtain additional capital may also be
restricted by a number of factors, including our future business, financial condition, results of
operations and cash flows, conditions prescribed by PRC law and regulatory approvals, general market
condition for capital-raising activities by commercial banks and other financial institutions, as well
as economic, political and other conditions both within and outside of China. We may face increased
compliance and capital costs as a result of these capital requirements. Furthermore, as these capital
adequacy requirements place restrictions on the ability of banks to leverage their capital to achieve
growth in their loan portfolios, our results of operations may be materially and adversely affected, and
our capacity to further grow our business may be constrained. If at any time in the future we fail to
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meet these capital adequacy requirements, the CBRC may take a series of measures upon us,
including, for example, imposing restrictions on our lending and investment activities, restricting the
growth of our loans and other assets, limiting our application to launch new businesses or restricting
our ability to declare or pay dividends. Such measures may materially and adversely affect our
business, financial condition and results of operations.

We face risks and uncertainties associated with national and local government policies and
initiatives adopted to promote local economic development.

We benefit from favorable policies adopted by the national and local governments to promote the
economic development of Henan Province. Henan Province enjoys a wide variety of beneficial
national policies and strategies, including the plan of setting out a “Central Plains Economic Zone
(IR ), the outline for construction of a “National Core Producing Area of Grains (X f& &
A ), the initiative of the “One Belt, One Road (—#F—#)”, the establishment of a
“Zhengzhou Airport Economic Experimental Zone  (MFJHMTZE #5584 A H B R)”,  the
implementation of the “China (Henan) Pilot Free Trade Zone ("B ([ F5) H HE % #l§i [#)” and the
establishment of “Zhengzhou-Xinxiang-Luoyang National Independent Innovation Demonstration
Zone (MBI B B £ 81H /1~ #il@)”. We believe that these policies and strategic planning have been
instrumental in the economic growth of Henan Province, and expect our business to continue to benefit
from these favorable government policies and initiatives and the business opportunities presented in
connection with local economic growth. However, we cannot guarantee that the PRC government will
maintain its favorable policies in promoting the development of Henan Province. Any discontinuation
or unfavorable change in such policies may adversely affect our business, financial condition and
results of operations.

We will be exposed to various risks as we expand the range of our products and services, and we
may not be successful in expanding our fee- and commission-based businesses and other
non-interest income businesses.

We have been continuously expanding our offerings of products and services to our customers
since our establishment and we will continue to implement our expansion plan in the future. We rely
to a great extent on interest income and net interest income has historically been the largest component
of our operating income, representing 95.3%, 95.5% and 94.9% of our operating income in 2014, 2015
and 2016, respectively. As part of our growth strategy, we plan to introduce more fee- and
commission-based products and services, such as direct sales banking platform, credit cards and
financial markets business. Our expansion in products and services portfolio has exposed and will
continue to expose us to new and potentially increasingly challenging market and operational risks.
In particular, for certain fee- and commission-based products and services, we are not the principal
issuer or borrower of relevant products, but act as the distributor of relevant products, or provide other
services like monitoring the quality of relevant financial products and making timely claim to enforce
rights of lenders or investors. These products are also subject to inherent risks associated with
financial performance or business operations of relevant issuers or owners of underlying assets, which
are affected by many factors beyond our control, including general economic condition or proper
compliance with laws and regulations by relevant third parties. For these products, we are not liable
for any investment losses or defaults directly derived from them. However, we may still be subject to
client complaints, negative news coverage and possible litigations which could have an adverse effect
on our reputation.

If we are unable to offer more fee- and commission-based products and other non-interest income
products and services, we may continue to rely heavily on interest income, and may face pressures
resulting from greater competition among banks for interest income and lower net interest margins
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from interest rate liberalization measures. Please see “ — Risks Relating to the PRC Banking Industry
— Further development of interest rate liberalization, PBoC’s adjustments to the benchmark interest
rate, deposit insurance program and other regulatory changes in the PRC’s banking industry may
materially and adversely affect our results of operations”.

Furthermore, if we are unable to obtain relevant regulatory approvals, or comply with relevant
banking regulations in relation to the sales and marketing of our new financial products and services,
we may be subject to legal proceedings or regulatory sanctions, which in turn could lead to significant
financial losses and reputational damages to us.

We may be involved in legal and other disputes from time to time arising out of our operations.

We are involved in legal and other disputes in the ordinary course of our business, which
generally relate to our attempts to recover debts from borrowers or claims made by our customers or
other parties against us. Customers may commence litigation or arbitration proceedings against us and
we may also be subject to inquiries, investigations, litigations and proceedings by governmental
agencies. In particular, during the Track Record Period, we were involved in litigations or disputes in
relation to transactions involving forged official stamp of our Bank, business transactions conducted
by certain managers without legitimate authorization, disputes with counterparties for alleged defaults
in payment or personal misconduct involving bribery and embezzlement. For details, please see
“Business — Legal and Administrative Proceedings”. Except as otherwise disclosed in this prospectus,
as of the Latest Practicable Date, there is no litigation, arbitration or investigation against us, our
employees, management or Directors that would cause a material adverse effect on our business
operations or financial results. There is no assurance that the outcome in any of the litigation/
arbitration in which we are involved would be favorable to us, or the judgment in relation to the
rejected litigations against us will not be subject to disputes resulting in new litigation, appeal or
retrial. Also, we cannot guarantee that any existing or potential investigations will not cause material
adverse effect on us, or any future legal disputes we may confront will not result in damages to our
reputation, additional operational costs or a diversion of our resources and management’s attention
from our business operations, in which case, our business, financial condition and results of operations
may be adversely affected.

We may not be able to detect and prevent fraud or other misconduct committed by our employees
or third parties, and we may be subject to other operational risks.

We are exposed to fraud or other misconduct committed by our employees, customers or other
third parties, which could subject us to financial losses, third party claims, regulatory actions or
reputational damages. There is no assurance that our internal control policies and procedures can
always be effective and sufficient to prevent, or that we can otherwise fully detect or deter, all
incidents of fraud and misconduct involving our employees or third parties including, without
limitation, mishandling or embezzlement of bills held for resale by our employees, bribery or
embezzlement or defaults in making timely repayment. Please see “Business — Legal and
Administrative Proceedings”. In addition, while we have enhanced and adopted additional risk
management measures to mitigate relevant risks as disclosed in details in the section headed “Risk
Management — Operational Risk Management”, there is no assurance that improper acts of employees
or third parties against us, such as fraud, stealing, theft of customer information for illegal activities,
can always be successfully prevented or mitigated or timely identified, which may in turn expose us
to certain risks resulting us to suffer from negative publicity, reputation damage or litigation losses.
Should any of the above mentioned factors occur, our business, financial condition and results of
operations could be materially and adversely affected.
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We rely on the continuing efforts of our key personnel and may not be able to recruit or retain
a sufficient number of qualified staff.

Our ability to maintain growth and meet future demands is dependent upon the continued
services of our senior management and other key personnel. In particular, our future success depends
substantially upon our key personnel’s experience in the banking industry and the business operations
of our Group as well as their sales and marketing skills. The departure of any member of our key
personnel may have a material adverse effect on our business and results of operations. In addition,
we may face increasingly fierce competition in recruiting and retaining qualified staff, including
senior management, since other banks are competing for the same pool of qualified candidates and our
compensation packages may not be as competitive as those of our competitors. There is no assurance
that we will be able to recruit or retain qualified staff, or that competition in recruitment will not lead
to increases in our employment costs. If we fail to recruit or retain a sufficient number of qualified
staff, our business, financial condition and results of operation may be materially and adversely
affected.

The effective operation of our business is highly dependent on the proper functioning and
improvement of our information technology systems.

Our business largely relies on the secure and efficient operation of our information technology
systems. In particular, our information technology system supports the proper function of our internal
control, risk management, customer service and other data processing systems, together with the
communication networks between our branches and our main data processing centers, each of which
is critical to the sustainable development of our business and our ability to maintain competitiveness.
For details of the operation and backup mechanism of our information technology systems, please see
“Business — Information Technology”. However, there is no assurance that our operations will not be
materially disrupted by a partial or complete failure of our information technology systems resulted
from various factors beyond our control, including but not limited to, telecommunication network or
Internet breakdowns, software bugs, computer virus attacks, conversion errors brought by system
upgrading, an equipment provider’s failure to provide proper system maintenance, or an outbreak of
disasters or incidents. In particular, in recent years, as more and more public and private enterprises,
including banks and financial institutions, are relying on proper function of information technology
systems for their business operations, they are vulnerable to cyber-attacks, which may severely
damage their internet banking or mobile banking operations, causing temporary or pro-longed
suspension of relevant services, or theft of customer data which may lead to further complaint or
litigation from relevant customers. While we have adopted various measures to mitigate relevant risks
associated with cyber-attacks, there is no assurance that our defense measures can always effectively
protect us from damages. For details of our relevant measures, please see “Risk Management —
Information Technology Risk Management”. The occurrence of any above mentioned incidence, or any
security breach caused by unauthorized accesses to our information or systems, loss or corruption of
data and malfunction of software, hardware or other computer equipment could materially and
adversely affect our business, financial condition and results of operations.

In addition, our ability to remain competitive depends partially on our ability to upgrade our
information technology system in a timely and cost-effective manner in order to meet increasing
market demands for financial products and services and address the evolving technology challenges
in relation to such financial products and services. Any failure to timely develop, improve or upgrade
our information technology systems effectively may materially and adversely affect our business,
financial condition and results of operations.
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If we fail to fully comply with various regulatory requirements applicable to us, our reputation
could be harmed and our business, financial condition and results of operation could be
materially and adversely affected.

We are subject to the regulatory requirements and guidelines set forth by various PRC regulatory
authorities, such as the CBRC, PBoC, SAFE, CSRC, CIRC, MOF, NAO, SAIC and SAT. These laws,
regulations, guidelines and regulatory requirements include approvals for banking products and
services, market entry, opening of new branches or sub-branches, taxation and accounting policy, risk
management, internal control and pricing. These regulatory authorities carry out supervision and spot
checks of banks like us and have the authority to impose penalties or remediation requirements based
on their findings.

During the Track Record Period, we failed to meet certain of the above regulatory requirements.
Please see “Business — Legal and Administrative Proceedings — Regulatory Inspections and
Proceedings” and “Supervision and Regulation — Other Operational and Risk Management Ratios”.
There is no assurance that we will be able to meet all applicable regulatory requirements and
guidelines, or comply with all applicable regulations at all times, or that we will not be subject to
sanctions, fines or other penalties in the future as a result of non-compliance. Any failure to comply
with applicable requirements, guidelines, or regulations could have a material adverse effect on our
financial condition and results of operation, and damage our reputation and our ability to grow our
business.

We may not be able to detect money laundering and other illegal or improper activities on a
timely basis, or at all, which could expose us to reputational damages and additional legal or
regulatory liability risks.

We are required to comply with applicable PRC anti-money laundering and anti-terrorism laws
and regulations. These laws and regulations require us to adopt and enforce “know-your-customer”
policies and procedures and to report suspicious and large transactions to the relevant regulatory
authorities. In light of the complexity of money-laundering activities and other illegal or improper
activities, such policies and procedures may not completely eliminate the possibility that we may be
utilized by other parties to engage in money laundering and other illegal or improper activities. To the
extent that we fail to fully comply with such laws and regulations, the relevant government authorities
may impose fines and other penalties on us. In addition, our business and reputation could deteriorate
if customers manipulate their transactions with us for money laundering or other illegal or improper
purposes. Please see “Risk Management — Legal and Compliance Risk Management” and
“Supervision and Regulation — Ownership and Shareholder Restrictions — Anti-money Laundering
Regulation”.

We are subject to risks associated with off-balance sheet commitments.

We provide certain off-balance sheet commitments to our customers in the ordinary course of
business, consisting of bank acceptances, loan commitments, letters of guarantees issued, letters of
credit issued, operating lease commitments and capital commitments. Such arrangements are not
reflected on our balance sheet but they constitute contingent assets or contingent liabilities. As of
December 31, 2016, our off-balance sheet commitments totaled RMB38,069.7 million. For more
details, please see “Financial Information — Off-balance Sheet Commitments”. We are subject to
credit risks associated with certain of these off-balance sheet commitments and are required to provide
funds when our customers are unable to perform their obligations. If we are unable to recover payment
from our customers, our financial condition and results of operations may be materially and adversely
affected.
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We have certain Shareholders that we have been unable to contact and register, which may lead
to potential disputes.

As of Latest Practicable Date, among our 9,881 existing Shareholders, we had not been able to
confirm the identities of 1,028 of our Shareholders because we are unable to contact them or for other
reasons. The Shares held by such Shareholders represented an aggregate of approximately 0.89% of
our total issued share capital.

There is no assurance that we will successfully contact and accurately record all holders of our
Shares or all persons who are entitled to our Shares. We have entrusted the Shares held by all of our
existing Shareholders, including such unidentifiable Shareholders, to Property Rights Trading Center
in Henan Province. King & Wood Mallesons, our PRC legal advisor, is of the view that the existence
of the aforementioned unidentifiable Shareholders is not expected to have material adverse effect on
our share capital structure, corporate governance and business operations. However, there is no
assurance that there will not be any disputes regarding equity interests raised by Shareholders, such
as disputes over the dilution of their shares, including H Share. Any of such disputes or objections may
result in negative publicity or reputational damage to us.

We may be subject to more stringent regulatory requirements in the future and our
Shareholders, including holders of our H Shares, may be subject to voting restrictions due to
their pledge of our shares.

According to the CBRC Notice on Enhanced Management of Pledge of Equity Interest in
Commercial Banks (€ H 5 $R B & B 50 in o v 26 SR 47 ICRE 247 JR A% A1) ) (the “Notice”) issued by
the CBRC in November 2013, commercial banks are required to stipulate in their articles of
association that, for those shareholders that have pledged 50% or more of their equity interests in the
bank, their voting rights at general meetings and the voting rights of directors designated by them at
board meetings shall be “subject to restrictions” (the “Voting Restrictions”). However, the Notice did
not provide clarification or guidance on what restrictions should be imposed or how they should be
imposed.

To comply with the Notice, we included articles of Voting Restrictions in our initial draft of
Articles of Association, which was adopted and approved at our inaugural meeting on December 18,
2014, and later approved by CBRC Henan Office on December 23, 2014. However, we had not
imposed the Voting Restriction up to the Latest Practicable Date due to the lack of clarification and
guidance in the Notice and authoritative interpretation. For details, please see “Supervision and
Regulation — Ownership and Shareholder Restriction — Restrictions on Shareholders”. According to
the Notice, a shareholder who pledges his equity interest shall notify the board of the bank in advance,
while a shareholder, who has a seat on the board of directors or the board of supervisors, or directly,
indirectly or jointly holds or controls more than 2% of share capital or voting rights in the bank,
pledges his equity interests in the bank, he shall make a filing to the board of directors of the bank
prior to the pledge. For details on our internal control measures in relation to monitoring and recording
share pledge, please see “Supervision and Regulation — Ownership and Shareholder Restrictions —
Restrictions on Shareholders”. As advised by our PRC legal advisor, King & Wood Mallesons, as of
the Latest Practicable Date, there was no clear implementation rule, interpretation or guidance on legal
consequence should the relevant shareholder fail to make successful notification or filing. However,
there is no assurance that the PRC authority may not issue more stringent rules and regulations to set
restrictions or prohibitions against share pledge made by shareholders who failed to complete relevant
notice or filing prior to share pledge. In addition, there is no assurance that we will not be required
by regulatory authorities to impose the Voting Restrictions on our Shareholders, including holders of
our H Shares, in a manner deemed appropriate by such regulatory authorities which, in extreme cases,
may involve suspension of the relevant Shareholders’ voting rights.
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We may not be able to register our trademarks in Hong Kong.

As of the Latest Practicable Date, we lodged three trademark applications for registration in
Hong Kong as set out in the paragraph headed “Statutory and General Information — 2. Further
Information about Our Business — B. Intellectual Property Rights — (a) Trademarks” in Appendix VII
to this prospectus. However, there is no assurance that such pending applications for trademark
registration in Hong Kong will eventually be approved or that we would be granted exclusive rights
to use them as registered trademarks in Hong Kong. There remains the possibility that the trademark
could not be registered, or the registration process could be delayed whether due to opposition
proceedings or otherwise. The use of certain trademarks in Hong Kong in the course of trade may be
alleged to infringe upon other registered trademarks in Hong Kong, in the absence of a valid and
subsisting trademark registration or defence. However, even a valid registration of trademark will not
necessarily preclude the use of a mark from constituting passing-off of another trade name. Our
business, financial condition, results of operations and prospects may be materially and adversely
affected if we are involved in any trademark dispute.

The use of our Chinese name in this prospectus and the use of it in the course of trade or business
in Hong Kong, if any, may be challenged due to potential allegations of trademark infringement
and passing off.

Our Bank was established in Henan Province in December 2014 and has since been carrying on
business under the name of “™ JEER1T A A FR A F]” in the PRC. We also submitted application for
non-HK company registration in Hong Kong with the name of “H'JFERITRMARAF” and
ZHONGYUAN BANK CO., LTD. on April 11, 2017. With the intention of applying for the registration
of certain trademarks comprising “H'Jfi#47” and its variations in Hong Kong, covering the services
of financial services, monetary affairs, securities brokerage, wealth management, asset management,
fund management, investment advisory and capital investment, we sought the opinion of the Hong
Kong Trade Marks Registry (the “Trade Marks Registry”) on the registrability of such marks. The

Trade Marks Registry was of the view that certain trade marks
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by Vico Foundation Limited (“VACO”), the application to register the Bank’s trade mark
mlﬁﬁﬂ is likely to be refused under Section 12 of the Trade Marks Ordinance. A search revealed

that VICO is a company related to, inter alia, 1) 7 ft 34 /) 7] (Centaline Property Agency
Limited) and "#JiE# 754 /A7 (Centaline Securities Limited), companies incorporated in Hong
Kong engaging in the businesses of, among others, property agency, trading of securities and
derivatives and ETFs respectively, these companies will herein be referred to as “Centaline”.
However, the Bank’s operations are in PRC and its business is not associated with real estate agencies,

trading of securities, derivatives or ETFs in Hong Kong.

There is no guarantee that, Centaline will definitely not make any claim against us. Further,
Centaline may oppose our applications for certain trademarks containing the words “HJii”. As pointed
out above, even with a valid registration of the company name as a non- Hong Kong company, the risk
of a claim for passing-off remains at least at the beginning of the business being carried on in this
territory. Intellectual property rights litigation can be costly and time-consuming, and could divert our
management’s attention from business operations. In addition, according to the relevant HK laws and
regulations, the Registrar of the Company Registry may direct a company, within 12 months from the
date of its incorporation, to change its name if such name is too like the name of any other name(s)
in the Registrar’s Index of Company Names, upon receipt of a valid complaint from any third party.
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Should we receive any complaint for trademark infringement or encounter any dispute in relation to
the name we used for non-Hong Kong company registration, even we can win favorable judgment or
order, our reputation as well as our business, financial condition and results of operations may be
materially and adversely affected.

We have been advised by our counsel, Ms. TAM, Winnie, SC (FE A EWKERM), the use of
“H1 R 1T in this prospectus is unlikely to attract liability in trade mark infringement or passing-off,
primarily because the use of the name “*'Jii” together with “#847” is not by itself use of which as a
trade mark on any services or in relation to any operation in financial services in Hong Kong, but only
in relation to the proposed public listing of the Bank’s shares. We also intend to, where necessary,
enter an appearance to contest liability in trade mark infringement and passing-off, to defend our
proper rights. As advised by our counsel, Ms. TAM, Winnie, SC, we are of the view that, here in our
case, the court is not likely to grant interlocutory judgment in favor of VACO preventing the use of
“H1 ] 4R1T” in this prospectus. This is because the use of the name on this prospectus does not itself
amount to carrying on any substantive business in Hong Kong, and we are taking active measures to
distinguish the mainland banking business “HJ5i#47” as an independent non-Hong Kong business
proposing its shares to be listed in Hong Kong, instead of using “H'Jfi#{17”in any way which might
be deceptive in conducting local business, or registering a potentially deceptive corporate name with
intention for any deceptive use here or across the border.

While we have taken certain steps to minimize the potential risks, such as:

(1) ensuring appropriate presentation of logos and characters, including (i) always presenting
the name and mark “H'Jii” together with the designation “#47” in this prospectus and any
documents relating to listing whenever our Bank is referred to; and (ii) visually associating
the above full Chinese name with the logo mark where appropriate; and

(2) making clear disclosure in this prospectus on the fact that our Bank’s operation has always
been in China and is not associated with any business in real estate agencies, trading of
securities, derivatives or ETFs in Hong Kong, thereby clearly identifying our own business
as a long-established mainland China banking business and distinguishing ourselves from
a Hong Kong-based estate agency business that may have branched out into providing
financial services in Hong Kong in relation to the sale and purchase of property in Hong
Kong.

However, even with steps and measures as described above, there is no assurance that Centaline
will not make any claim against us. Nor could we assure you that Hong Kong courts will not grant any
interim measure including interlocutory injunction in favor of Centaline to halt the use of the name
even only on a prospectus, given the relatively low threshold that is required to be satisfied for interim
relief to be considered. However, in such an event, we plan to take active steps to defend our rights.
Intellectual property rights litigation can be costly and time-consuming, and could divert our
management’s attention from business operations. In addition, should we be held liable for trademark
infringement, our reputation as well as our business, financial condition and results of operations may
be materially and adversely affected.

We may not be able to effectively manage the risks associated with our village and township
banks.

As of December 31, 2016, we controlled a total number of nine village and township banks. We
realized our control over four out of nine village and township banks through holding of more than
50% of their shares, and the rest five through acting-in-concert agreements. We consolidated all nine
village and township banks in our financial statements, including those we owned less than 50% of
their equity interests, since they satisfied the criteria for consolidation under the applicable accounting
standards. Please also see the “Financial Information — Critical Accounting Judgments and Key
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Sources of Estimation Uncertainty — Subsidiaries and Non-controlling Interests”. For the year ended
December 31, 2016, our operating income attributable to these village and township banks amounted
to RMB385.2 million, accounting for 3.3% of the Group’s total operating income. Please also see
“Business — Distribution Network — Village and Township Banks”.

For those five village and township banks, they are aligned with us through acting-in-concert
agreements which were entered into by us and their certain minority shareholders. These minority
shareholders may fail to abide by their agreements, for which our Bank may have limited or no
recourse. Our Bank may not be able to continue to consolidate the financial results of these
subsidiaries if these minority shareholders cease to align their votes with us, or if the acting-in-concert
agreements are terminated. Furthermore, these subsidiaries may make business decisions, take risks
or otherwise act in a manner that does not completely align with our interests or our direction of the
business development of such subsidiaries, which could materially and adversely affect our results of
operations and damage the Group’s reputation.

We give a high level of autonomy to these village and township banks in terms of risk
management and internal control. We cannot assure you that our village and township banks will
manage risks as rigorously as our Bank does or that our Bank will be able to detect and/or rectify
deficiencies in their risk management, internal control system or failure of their information
technology systems in a timely manner. In particular, during the Track Record Period, one of our
village and township banks was involved in litigations due to alleged misconduct of certain employees
including forging legal documents and abuse of authority. Please see “Business — Legal and
Administrative Proceedings — Legal Proceedings”. While we have adopted various risk management
measures to mitigate relevant risks as disclosed in details in “Risk Management — Credit Risk
Management”, there is no assurance that we can always successfully identify, prevent or mitigate risks
associated with management of village and township banks due to limitations by nature of risk
management work. We cannot assure you that these subsidiary banks will always operate their
business in the way we expected. Furthermore, weakness or failures in their internal processes or
systems or other operational challenges could lead to a disruption in our operations, liabilities to
clients, exposure to disciplinary action or reputational harm.

Our business, financial condition, results of operations, prospects and the value of your
investment may be adversely affected as a result of negative media coverage of our Bank, our
senior management or China’s banking industry in general, even if such negative publicity is
inaccurate, unsubstantiated or immaterial.

Our business reputation is crucial to our success. China’s banking industry continues to be
covered extensively and critically by various news media. In recent years, incidents of fraud and
issues in relation to non-performing loans, loan quality, capital adequacy, solvency, internal controls,
and risk management have been extensively reported by media. In addition, in recent years, certain
media made false report against us, including false allegation of fraud and illegal activities of senior
management and former employees. After investigation, we are of the view that these reports are of
no merit. As of the Latest Practicable Date, these matters have not resulted in relevant litigations or
penalties by regulatory authorities. In addition, before the Reorganization, each of the Thirteen City
Commercial Banks, as an independent legal entity, may have faced negative media coverage, with
respect to their business operations, employees’ non-compliance, administrative penalties and others
which are beyond our control. The above mentioned negative media coverage, whether accurate or
applicable or not, will have a material adverse effect on our reputation and consequently undermine
our customers’ confidence. As a result, our business, financial condition, results of operations,
prospects and the value of your investment may be materially and adversely affected.
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Our deferred tax assets may not be recovered, which could materially and adversely affect our
results of operations.

As of December 31, 2016, our deferred tax assets amounted to RMB1,529.6 million, representing
approximately 0.4% of our total assets. We periodically assess the probability of the realization of
deferred tax assets, using significant judgments and estimates with respect to, among other things,
historical operating results, expectations of future earnings and tax planning strategies. In particular,
as those deferred tax assets can only be recognized to the extent that it is probable that future taxable
profits will be available against which the unused tax credits can be utilized. However, there is no
assurance that our expectation of future earnings could be accurate due to factors beyond our control,
such as general economic conditions or negative development of regulatory environment, in which
case, we may not be able to recover our deferred tax assets which thereby could have a material
adverse effect on our results of operations.

RISKS RELATING TO THE PRC BANKING INDUSTRY
We face increasingly intensive competition in China’s banking industry.

The banking industry in China is becoming increasingly competitive. We face competition with
PRC or foreign commercial banks in all of our principal lines of business. We principally compete with
large state-owned commercial banks, nationwide joint-stock commercial banks, rural commercial
banks and other city commercial banks. On July 1, 2013, the General Office of the State Council
issued the Guidance Letter Regarding Financial Support for Promoting Economic Restructuring and
Transformation (€ [EH5 B B/ 8 1BR] 1 40 il =2 4o 466 T8 45 i ) 6 A 7R 7 ) 9 3 0 3 L)), or the
Guidance Letter. The Guidance Letter, among other things, encourages investments by private sector
capital in financial institutions and the establishment of privately-owned banks. The Guidance Letter
provides a policy direction to the increasing involvement by private sector capital in the financial
industry in China. We may therefore face competition from privately-owned banks in the future. Due
to the market liberalization by the PRC government, competition in the PRC banking industry will be
further intensified.

We compete with our competitors for substantially the same customers on loans, deposits and
fee- and commission-based products and services. Such competition may materially and adversely
affect our business and future prospects by, for example, reducing our market share in our principal
products and services, reducing our fee and commission income, affecting the growth of our loan or
deposit portfolios and their related products and services, and increasing competition for soliciting
senior management talents and qualified professional personnel.

In addition to competition from other banks and financial institutions, we also face competition
from other forms of investment alternatives in China. In recent years, financial disintermediation,
which involves investors’ moving funds out of commercial banks and other financial institutions, to
direct investments, has increased in China due to the availability of new financial products, the further
development of the capital markets, the diversification of customer demand, and other factors. Our
deposit customers may move their funds deposited with us to invest into stock, debt securities, and
wealth management products, which may result in a decrease in our deposits from customers, the most
important source of funds available to us for our lending business, further impacting our net interest
income. In addition, due to the development of the capital markets, we may face competition from
direct corporate financing, such as the issuance of debt or equity securities in the domestic and
international capital markets. If a substantial number of our customers choose alternative ways of
financing to meet their funding needs, this may adversely affect our interest income. A decrease in the
financing demand of our corporate banking customers could materially and adversely affect our
business, financial condition and results of operations.
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Furthermore, China’s traditional banking institutions are also facing new challenges from
innovations in financial products and technology, such as online wealth management products, third
party online payment platforms and Internet financing service platforms. Online wealth management
products have attracted a large number of retail banking customers. Bank profits are challenged by the
growing popularity of third-party online payment platforms, such as Alipay and Tenpay. With the rapid
growth in e-commerce, Chinese customers are now paying for a wide range of goods and services
online. Although a portion of online transactions are paid for by credit or debit cards issued by banks,
third-party payment solutions are becoming popular in China, indicating that Internet companies are
playing an increasingly important role in China’s payment system. Similar to other commercial banks,
we also face competition from other types of Internet finance, such as P2P lending and crowdfunding.
There is no assurance that we will successfully meet the challenges from such Internet finance
companies and, in the event that we were unable to effectively respond to the changes in the
competition environment of the PRC banking industry, our business, financial condition and results
of operations could be materially and adversely affected.

The PRC banking industry is highly regulated, and we are susceptible to changes in regulation
and government policies.

The PRC banking industry is highly regulated and our business could be directly affected by
changes in the policies, laws and regulations relating to the PRC banking industry, such as those
affecting the specific lines of business in which we operate, or the specific businesses for which we
can charge fees, as well as changes in other governmental policies. We are subject to various
regulatory requirements and guidelines set forth by the PRC regulatory authorities, which include but
are not limited to the MOF, NAO, PBoC, SAT, CBRC, CSRC, SAFE and their respective local
branches. Some of such regulatory authorities conduct periodic and ad hoc inspections, examinations
and inquiries on our business operations and compliance with the laws, regulations and guidelines, and
have the authority to impose sanctions, penalties or remediation actions. These laws, regulations and
guidelines impose regulatory requirements on banking products and services, market entry, opening
of new branches or institutions, tax and accounting policy and pricing. The CBRC, as the primary
banking industry regulator, has promulgated a series of banking regulations and guidelines aiming at
improving the operations and risk management of Chinese commercial banks.

Many of the policies, laws and regulations governing the banking industry or the interpretation
thereof may change in the future, and we may not be able to adapt to such changes on a timely basis
or at all. Failure to comply with new policies, laws and regulations may result in fines or restrictions
on our business, which could materially and adversely affect our business, financial condition and
results of operations.

The rapid growth of the banking industry in China may not be sustainable.

The PRC banking industry has experienced rapid growth along with China’s economic
development. Banks have historically been, and are likely to remain, the principal domestic financing
channel for corporates and the primary choice for savings. We expect the banking industry in the PRC
to maintain its growth as a result of the continued growth in the PRC economy and increases in
household income, among other factors.

Notwithstanding the significant growth in the banking industry in China, it is uncertain whether
the banking industry in China can sustain the current rates of growth. A slowdown in the growth of
the PRC economy, other unfavorable macroeconomic developments and trends in China and other
parts of the world could materially and adversely affect the banking industry in China. Due to the
newly accumulated risks caused by overcapacity, local government debts and overall economic
slowdown, we cannot assure you that the banking industry in the PRC is free from systemic risks. The

— 54 —



RISK FACTORS

recent slowdown in China’s economic growth has led to a rise in non-performing loans of the banking
industry. Furthermore, Henan Province is currently experiencing industrial restructuring. In the event
that we cannot adapt to such changes, our business, financial condition and results of operations could
be materially and adversely affected.

Changes in the PRC interbank market liquidity and volatility in interest rates could significantly
increase our borrowing cost and materially and adversely affect our liquidity as well as our
financial condition.

We manage our liquidity partly through short-term borrowing in the interbank market. In order
to meet our liquidity needs, we borrow short-term funds on the interbank market from time to time.
As of December 31, 2016, our deposits from banks and other financial institutions, placements from
banks and other financial institutions and financial assets sold under repurchase agreements accounted
for 11.3%, 2.6% and 6.9% of our total liabilities. Any significant changes in the liquidity and interest
rate in the PRC interbank market could have an impact on our financing costs. A market rate system
based on SHIBOR has been developed for the PRC interbank market. However, due to the relatively
short history of the PRC interbank market, there may be significant volatility in market interest rates.
There is no assurance that SHIBOR interest rates will not experience irregular fluctuations or will
return to the normal range in the short term after irregular fluctuations in such rates in the future.
SHIBOR reflects changes in the interest rates, which may materially affect our cost of borrowing of
short-term funds in the interbank market. Any significant volatility in interest rates on the interbank
market may have a material and adverse effect on our cost of borrowing short-term funds and our
liquidity. For further discussion on risks associated with interbank business, please also see the section
headed “— We manage our liquidity partly through short-term borrowing in the interbank market. Our
borrowing costs may increase as a result of the fluctuation of interest rates on the interbank market,
which may materially and adversely affect our liquidity, financial condition and results of operations.”

In addition, severe volatility in market interest rates may also have a significant impact on the
value of our assets. For example, a significant increase in market interest rates may lead to a
significant decrease in the fair value of our fixed income debt securities, which will have a material
and adverse effect on our financial condition and results of operations.

The effectiveness of our credit risk management is affected by the quality and scope of
information available in China.

Although national credit information databases developed by PBoC have been put into use,
national credit information databases in China are generally under-developed, and such, databases are
not able to provide complete credit information on certain credit applicants. Without complete,
accurate and reliable information, and until the full implementation and effective operation of
comprehensive national credit databases with respect to corporate and individual borrowers, we have
to rely on other publicly available information and our internal resources, which may not be effective
in assessing the credit risk associated with a particular customer. Moreover, customary loan contracts
in China may not contain the same types of financial and other covenants as other countries or regions,
which would not allow us to effectively monitor changes to the credit standing of our customers in a
timely manner. As a result, our ability to effectively manage our credit risk may be limited, which
could materially and adversely affect our business, financial condition and results of operations.

Investments in commercial banks in China are subject to restrictions that may adversely affect
the value of your investment.

Investments in commercial banks in China are subject to a number of restrictions. For example,
prior approval from the regulatory authorities for the PRC banking industry is required for any person
or entity to hold 5% or more of the total capital or total shares of a commercial bank in China, unless
otherwise required by the approval authorities. If a shareholder of a commercial bank in China
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increases its shareholding above the 5% threshold without obtaining prior approval from the
regulatory authorities for the PRC banking industry, such shareholder may be subject to sanctions by
the regulatory authorities for the PRC banking industry, which includes correction of such misconduct,
confiscation of illegal gains or fines. In addition, under the PRC Company Law, we may not extend
any loans that use our Shares as collateral. Furthermore, pursuant to the Corporate Governance
Guidelines and our Articles of Association, a Shareholder must notify our Board of Directors before
pledging our Shares as collateral for itself or others. In addition, Shareholders who have outstanding
loans from us exceeding the audited net value of our Shares held by them at the end of the previous
financial year are not permitted to pledge our Shares. Our Shareholders (especially the major
shareholders) and our Directors designated by them are restricted from voting in Shareholders’ general
meetings and Board meetings, respectively, if such Shareholders fail to repay outstanding borrowings
when due. Changes in shareholding restrictions imposed by the PRC government or as provided for
in our Articles of Association in the future may materially and adversely affect the value of your
investment.

Changes in accounting standards or policies may materially affect our financial condition and
results of operations.

Financial accounting and reporting standards as well as relevant interpretation, which govern the
form and content of our financial statements, are subject to changes from time to time. Such changes
are beyond our control and can be difficult to predict, and may materially impact how we record and
report the results of our operations, for example, we may be required to apply a new or a revised
standard retroactively, leading to material changes to previously reported financial results.

In July 2014, the International Accounting Standards Board (“IASB”) issued the final version of
IFRS 9 — Financial Instruments, which will become effective on January 1, 2018. Adoption of IFRS
9 will give rise to substantial changes in the classification and measurement of financial assets and
financial liabilities. Under IFRS 9, when determining the provision for impairment losses of financial
assets, we will be required to replace the incurred loss impairment model in TAS 39, which we
currently use, with an expected loss impairment model that will apply to various exposures to credit
risk. In addition, when classifying and measuring financial assets, IFRS 9 may require us to consider
the business model and contractual cash flow characteristics of the financial assets.

Any future changes on our accounting policies may have material impact on our financial
condition and results of operations.

The transition from business tax to value-added tax may adversely affect our financial condition
and results of operations.

The PRC government has been progressively implementing the pilot reform for the transition
from business tax to value-added tax in certain regions and industries from 2012. Pursuant to the
Notice on the Full Implementation of Pilot Program for Transition from Business Tax to Value-added
Tax (BRI 2 1 B 8 2 S5 R RO (E B B A48 A1), Cai Shui [2016] No. 36) and the Implementing
Measures for the Pilot Program for Transition from Business Tax to Value-added Tax (& ZEFi M
HO(E B LR B ME BE95 ) ) issued by MOF and SAT on March 23, 2016, the pilot program started to apply
to the financial industry from May 1, 2016. We started to calculate and pay value-added tax instead
of business tax on the same date.

In addition, the MOF and the SAT issued Circular on Value-added Tax Policies for Financial,
Real Estate Development, Education Ancillary Service and Other Services (B i B i 4 fil 55 H 2 BH
BRI RS SE (BB WA ), Cai Shui [2016] No.140) on December 21, 2016 and the
Supplemental Announcement on Value-added Tax Policies on Asset Management Products ( (Bt &
A o 1 (ELR IEL SR A B R A 4 73 1), Cai Shui [2017] No.2) on January 6, 2017, which may cause



RISK FACTORS

significant impact on the value-added tax exposure of financial investment and asset management
business of financial enterprises. Given that we have assets in financial investments and we are
managing a number of wealth management products, our operating results may be affected
accordingly.

Due to the different basis of value-added tax and business tax, the revenue recognized under the
value-added tax regime will be slightly less than that under the business tax regime on condition that
the total revenue and other tax liabilities remain unchanged. In accordance with the policies on
transition from business tax to value-added tax of the financial industry, there is in general a rise in
tax burdens on banks due to such a transition. The increase in tax rate and the change in the basis of
taxation will affect our tax burden to a certain extent. Had the value-added tax policy been
implemented on January 1, 2014, our net profit would have decreased by (i) no more than 1.6% in
2014, (ii) no more than 1.2% in 2015, and (iii) no more than 2.0% for the four months ended April
30, 2016 (the value-added tax policies were implemented on May 1, 2016), without taking into
account, among other things, (i) some applicable tax-exemptions in our investment business and (ii)
the deduction of the input value-added tax. Furthermore, as such transition from business tax to
value-added tax has been implemented just recently, the PRC government may further supplement and
amend the relevant policies and rules, and different interpretations may be applied during the
implementation of these policies and rules. Therefore, uncertainties remain as to the tax treatment of
our income and expenses under the new value-added tax regime. Hence, implementation of measures
for transition from business tax to value-added tax may adversely affect our financial condition and
results of operations.

Our loan classification and provisioning policies may be different in certain respects from those
applicable to banks in certain other countries or regions.

We established a five-level eleven sub-categories loan classification system in accordance with
the guidelines set forth by the CBRC. The five categories are normal, special mention, substandard,
doubtful, and loss. Based on the CBRC five-level loan classification (normal, special mention,
substandard, doubtful and loss), we divide our credit assets into 11 sub-categories, including two
under “normal”, three under “special mention”, three under “substandard”, two under “doubtful” and
one under “loss”, and consider the loans classified below “substandard+” as non-performing loans. In
making relevant assessments, we determine and recognize provisions by using the concept of
impairment under IAS 39. For single substantial corporate loans classified as substandard or lower
categories, we make assessment on an individual basis. For single non-performing corporate loans
which are not material, performing corporate loans and for all of our personal loans, we make a
collective assessment based on our historical loss experience in similar portfolios and on current
economic conditions. Although our loan classification criteria are in compliance with the guidelines
set forth by the CBRC, certain aspects of our loan classification criteria may not be the same with
those adopted by other PRC commercial banks. For details on our loan classification criteria, please
see “Assets and Liabilities — Assets — Loans to Customers — Asset Quality of Our Loan Portfolio
— Loan Classification Criteria”. As a result, our loan classification as well as our allowance for
impairment losses, as determined under our loan classification and provisioning policies, may differ
from those that could be reported if we were incorporated in those countries or regions.

The applicable PRC regulations impose certain limitations on the products in which we may
invest, and our ability to seek higher investment returns and diversify our investment portfolio
is limited.

Investment by commercial banks in China is subject to a number of restrictions. The investment

assets of PRC commercial banks traditionally consist primarily of bonds issued by the MOF, PBoC,
PRC policy banks, PRC commercial banks and corporate entities. In recent years, as a result of
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changes to the regulatory regimes and market conditions, additional investment products have been
introduced to the market, such as trust plans, asset management plans, wealth management products
issued by financial institutions, investment funds, asset-backed securities, beneficiary rights in margin
financing and beneficiary certificates. However, investments in equity products by commercial banks
are still subject to strict restrictions. Restrictions on the ability to diversify the investment portfolio
of commercial banks in China (including us) may limit our ability to seek optimal returns.

RISKS RELATING TO THE PRC

China’s economic, political and social conditions, government policies, as well as the global
economy may continue to affect our business.

All of our businesses, assets, operations and revenues are located in or derived from our
operations in the PRC and, as a result, our business, financial condition and results of operations are
subject, to a significant degree, to the economic, political, social and regulatory environment in the
PRC. The PRC government regulates the economy and the industries by imposing industrial policies
and regulating the PRC’s macro economy through the fiscal and monetary policies.

The PRC economy has undergone a transition from a planned economy to a market-oriented
economy. The PRC government has taken various actions to introduce market forces for economic
reform, to reduce state ownership of productive assets and to promote the establishment of sound
corporate governance in business entities. However, a substantial portion of productive assets in the
PRC are still owned by the PRC government. In addition, the PRC government continues to play a
significant role in regulating the economy and the industries by issuing industrial policies. The PRC
government still retains significant control over the PRC’s economic growth through the allocation of
resources, the monetary policy and preferential treatments to particular industries or enterprises.

Our performance has been and will continue to be affected by China’s economy, which in turn
is influenced by the global economy. The uncertainties relating to the global economy as well as the
political environment in various regions of the world will continue to impact China’s economic
growth. China’s real GDP growth was 7.4%, 6.9% and 6.7% in 2014, 2015, and 2016, respectively.

We are unable to predict all the risks and uncertainties that we face as a result of current
economic, political, social, and regulatory developments and many of these risks are beyond our
control. All such factors may adversely affect our business and operations as well as our financial
performance.

The legal protections available to you under the PRC legal system may be limited.

We are incorporated under the laws of the PRC. The PRC legal system is based on written
statutes. Prior court decisions may be adduced for reference but have limited precedential value. Since
the late 1970s, the PRC government has promulgated laws and regulations dealing with such economic
matters as the issuance and trading of securities, shareholders’ rights, foreign investment, corporate
organization and governance, commerce, taxation, and trade, with a view towards developing a
comprehensive system of commercial law. However, as these laws and regulations are relatively new
and the development of products, investment instruments, and environment in the PRC banking
industry continue to evolve, the effect of these laws and regulations on the rights and obligations of
the parties involved may involve uncertainty. As a result, the legal protections available to you under
the PRC legal system may be limited.

Our Articles of Association provide that, apart from disputes over the recognition of
Shareholders or the register of Shareholders, disputes between holders of H Shares and ourselves, our
Directors, Supervisors or senior management personnel or other Shareholders arising out of our
Articles of Association or any rights or obligations conferred or imposed thereupon by the PRC
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Company Law and related laws and administrative regulations concerning our affairs are to be
resolved through arbitration by the China International Economic and Trade Arbitration Commission
(“CIETAC”) or the Hong Kong International Arbitration Center. Awards made by the PRC arbitral
authorities (including CIETAC) recognized under the Arbitration Ordinance of Hong Kong can be
enforced in Hong Kong subject to provisions of the Arbitration Ordinance of Hong Kong. Hong Kong
arbitration awards are also enforceable in the PRC, subject to the satisfaction of certain PRC legal
requirements. However, we cannot assure you that any action brought in the PRC by holders of H
Shares to enforce a Hong Kong arbitral award made in favor of holders of H shares would succeed.

You may experience difficulties in effecting service of legal process and enforcing judgments
against us and our management.

We are a joint stock company incorporated under the laws of the PRC with limited liability, and
substantially all of our assets are located in the PRC. In addition, a majority of our Directors,
Supervisors, and all of our senior management personnel reside within the PRC, and substantially all
their assets are located within the PRC. As a result, it may not be possible to effect service of process
within the United States or elsewhere outside the PRC upon us or most of our Directors, Supervisors
and senior management personnel, including with respect to matters arising under the U.S. federal
securities laws or applicable state securities laws. Furthermore, the PRC does not have treaties
providing for the reciprocal enforcement of judgments of courts with the United States, the United
Kingdom, Japan, or many other countries. In addition, Hong Kong has no arrangement for the
reciprocal enforcement of judgments with the United States. As a result, recognition and enforcement
in the PRC or Hong Kong of judgments of a court obtained in the United States and any of the other
jurisdictions mentioned above may be difficult or impossible.

On July 14, 2006, the Supreme People’s Court of the PRC and the government of the Hong Kong
Special Administrative Region entered into the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by Courts of the Mainland and the Hong
Kong Special Administrative Region Pursuant to Choice of Court Agreements between Parties
Concerned (B Ay b B 7 s R 1l A B0 A 05 o8 AR B 58 m] R BT 8 30 A Toh sl 0 1) B8P3 o SR AR R
ZHE)) (the “Arrangement”). Under the Arrangement, where any designated PRC court or any
designated Hong Kong court has made an enforceable final judgment requiring payment of money in
a civil or commercial case pursuant to a choice of court agreement in writing, any party concerned may
apply to the relevant PRC court or Hong Kong court for recognition and enforcement of the judgment.
A choice of court agreement in writing is defined as any agreement in writing entered into between
parties after the effective date of the Arrangement in which a Hong Kong court or a PRC court is
expressly selected as the court having sole jurisdiction for the dispute. Therefore, it is not possible to
enforce a judgment rendered by a Hong Kong court in the PRC if the parties in dispute have not agreed
to enter into a choice of court agreement in writing.

Withholding tax may be imposed on payments on the H Shares.

The United States has enacted rules, commonly referred to as “FATCA,” that generally impose
a withholding regime with respect to “withholdable payments,” generally U.S. source payments of
dividends and interest and, beginning in 2019, gross proceeds from the disposition of property that can
produce U.S. source payments, and, in the future, may impose such withholding on “foreign passthru
payments” made by a “foreign financial institution” (an “FFI”), unless such FFI complies with certain
diligence and reporting requirements. Under current guidance, the term “foreign passthru payment” is
not defined and it is therefore not clear whether or to what extent payments on the H Shares would
be considered foreign passthru payments. Withholding on foreign passthru payments would not be
required with respect to payments on the H Shares made before January 1, 2019. The United States
has entered into an intergovernmental agreement (an “IGA”) with Hong Kong (the “Hong Kong
IGA”), and has agreed in substance with the PRC to an IGA (the “PRC IGA”), which potentially
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modifies the FATCA withholding regime described above. Under the FATCA rules and the IGAs, our
Bank and its subsidiaries that are treated as FFIs will be subject to the diligence and reporting
obligations under FATCA or an applicable IGA. In order to avoid the withholding regime described
above, we and each of our subsidiaries intend to comply with the diligence and reporting requirements
under FATCA in accordance with relevant laws and regulations, which may affect how we structure
our operations and conduct our business. It is not yet clear how the Hong Kong IGA and the PRC IGA
will address foreign passthru payments. Prospective investors in the H Shares should consult their tax
advisors regarding the potential impact of FATCA, the PRC IGA, the Hong Kong IGA and any
non-U.S. legislation implementing FATCA, on their investment in the Shares.

We are subject to PRC laws and regulations on currency conversion, and the fluctuation of the
Renminbi exchange rate may materially and adversely affect our business and our ability to pay
dividends to holders of H Shares.

Substantial part of our revenue is denominated in Renminbi, which is not a fully
freely-convertible currency. A portion of our revenues must be converted into other currencies in order
to meet our foreign currency obligations. For example, we need to obtain foreign currency to make
payments of declared dividends, if any, on our H Shares.

Under China’s existing laws and regulations on foreign exchange, following the completion of
the Global Offering, we will be able to make dividend payments in foreign currencies by complying
with certain procedural requirements and without prior approval from SAFE. However, in the future,
the PRC government may, at its discretion, take measures to restrict access to foreign currencies for
capital account and current account transactions under certain circumstances, which would limit our
ability to exchange Renminbi for other currencies. Therefore, we may not be able to pay dividends in
foreign currencies to our H Shares holders.

From time to time, the value of the Renminbi against the U.S. dollar and other currencies
fluctuates, and is affected by a number of factors, such as changes in China’s and international
political and economic conditions and the fiscal and foreign exchange policies prescribed by the PRC
government. On July 21, 2005, the PRC government changed its decade-old policy of pegging the
value of the Renminbi to the US dollar where the Renminbi is permitted to fluctuate in a regulated
band that is based on reference to a basket of currencies determined by the PBoC. The PRC
government further reformed the Renminbi exchange rate regime in 2012 and 2014. On August 11,
2015, PBoC announced to improve the central parity of Renminbi against the U.S. dollar by
authorizing market-makers to provide parity to the China Foreign Exchange Trading Center with
reference to the interbank foreign exchange market closing rate of the previous day, the supply and
demand for foreign exchange as well as changes in major international currency exchange rates. On
the same day, the central parity of Renminbi against the U.S. dollar depreciated nearly 2.0% as
compared to August 10, and further depreciated nearly 1.6% on August 12 as compared to August 11.
With the development of foreign exchange market and progress towards interest rate liberalization and
Renminbi internationalization, the PRC government may in the future announce further reforms to the
exchange rate regime.

We believe our current exposure to risk relating to fluctuations in exchange rates is limited. As
of December 31, 2016, 0.046% of our assets and 0.048% of our liabilities were denominated in foreign
currencies. However, our foreign currency business may expand and, therefore, any appreciation of the
Renminbi against the U.S. dollar or any other foreign currencies may diminish the value of our foreign
currency-denominated assets. Conversely, any devaluation of the Renminbi may adversely affect the
value of, and any dividends payable on, our H Shares in foreign currencies. As the instruments
available for us to hedge our exchange rate risk at a reasonable cost are limited, we cannot assure you
that we will be able to fully hedge our exchange rate risk exposure relating to our foreign
currency-dominated assets. Any appreciation of the Renminbi against the U.S. dollar or any other
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foreign currencies may materially and adversely affect the financial conditions of our customers,
particularly those deriving substantial income from product exporting or related businesses, and in
turn may impair their ability to perform their obligations to repay their debt to us. Furthermore, we
are also currently required to obtain approval from SAFE before converting large amounts of foreign
currencies into Renminbi. All of these factors could adversely affect our financial condition and
results of operations.

Holders of H Shares may be subject to PRC taxation on dividends paid by us and gains realized
through their disposal of our H Shares.

Under applicable PRC tax laws, regulations, and statutory documents, non-PRC resident
individuals and enterprises are subject to different tax obligations with respect to dividends received
from us or gains realized upon the sale or other disposition of our H Shares. Non-PRC domestic
resident individuals are generally subject to PRC individual income tax under the Individual Income
Tax Law of the PRC ({7 #E A R ILANEE A 15814 ) ) at a rate of 20% unless specifically exempted
by the tax authority of the State Council or reduced or eliminated by an applicable tax treaty. We are
required to withhold such tax from dividend payments. According to relevant applicable regulations,
generally, domestic non-foreign-invested enterprises issuing shares in Hong Kong may, when
distributing dividends, withhold individual income tax at the rate of 10%. As of the Latest Practicable
Date, there remains uncertainty in the interpretation and application of relevant current Chinese tax
laws and regulations as to whether gains realized upon disposal of H Shares by non-PRC domestic
resident individuals are subject to PRC individual income tax.

Non-PRC resident enterprises that do not have establishments or premises in the PRC, or have
establishments or premises in the PRC but their income is not related to such establishments or
premises are subject to PRC enterprise income tax at the rate of 10% on dividends received from PRC
companies and gains realized upon disposal of equity interests in PRC companies pursuant to the
Enterprise Income Tax Law of the PRC ({3 ANRILFMBEMZEFHFHIE)) and its application
measures, which can be further reduced under special arrangements or applicable treaties between
China and the jurisdiction where the non-resident enterprise resides. As of the Latest Practicable Date,
there are no specific rules about how to levy tax on gains realized by non-resident enterprise holders
of H Shares through the sale or transfer by other means of H Shares.

There remains uncertainty as to how the PRC tax laws, regulations and statutory documents are
interpreted and implemented by the PRC tax authorities. PRC tax laws, regulations and statutory
documents may also change. If there are any unfavorable changes to applicable tax laws or
interpretations or application with respect to such laws, the value of your investment in our H Shares
may be materially affected.

Please see “Appendix VI — Taxation and Foreign Exchange”.
Payment of dividends is subject to restrictions under PRC laws.

Under PRC law and our Articles of Association, dividends may be paid only out of distributable
profits. Our profit distribution plan is subject to approval by a Shareholders’ general meeting. In
addition to the financial statements prepared in accordance with PRC accounting standards and
regulations, we will also prepare financial statements in accordance with IFRS. Our profit after tax
available for distribution for a particular financial year shall be the lower of profit after tax as shown
in the financial statements prepared under either of the two accounting standards mentioned above. We
are prohibited from paying dividends for a given year out of our profit after tax to our Shareholders
in proportion to their respective shareholdings before making up any accumulated losses of previous
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years and making appropriations to the statutory surplus reserve and general reserve as well as
discretionary reserve as approved by our Shareholders’ meeting. As a result, we may not have
distributable profits to make dividend distributions to our Shareholders, including in respect of
periods where we have recorded an accounting profit. Any distributable profits not distributed in a
given year may be retained and available for distribution in subsequent years. In addition, the CBRC
has the right to restrict dividend payments and other distributions by any bank that has failed to meet
statutory capital adequacy ratio requirements or that has violated certain other PRC banking
regulations. For details, please see “Supervision and Regulation — Supervision over Capital
Adequacy”.

Natural disasters, epidemics, acts of war or terrorism or other factors beyond our control may
have a material adverse effect on our business operations, financial condition and results of
operations.

Natural disasters, epidemics, acts of war or terrorism or other factors beyond our control may
adversely affect the economy, infrastructure and livelihood of the people in the regions where we
conduct our business. These regions may be under the threat of flood, earthquake, sandstorm,
snowstorm, fire or drought, power shortages or failures, or are susceptible to epidemics, potential wars
or terrorist attacks. Serious natural disasters may result in a tremendous loss of lives and injury and
destruction of assets and disrupt our business and operations. Severe communicable disease outbreaks
could result in a widespread health crisis that could materially and adversely affect the economy and
financial markets. Acts of war or terrorism may also injure our employees, cause loss of lives, disrupt
our business network, and destroy our markets. Any of these factors and other factors beyond our
control could have an adverse effect on the overall business sentiment and environment, cause
uncertainties in the regions where we conduct business, cause our business to suffer in ways that we
cannot predict and materially and adversely impact our business, financial condition and results of
operations.

We cannot assure you of the accuracy or comparability of facts, forecasts and statistics contained
in this prospectus regarding the PRC, the PRC economy or the PRC and global banking
industries.

Facts, forecasts and statistics in this prospectus related to the PRC, the PRC economy and the
PRC and global banking industries, including our market share information, are derived from various
official sources and information published by various government authorities and departments, such
as the PBoC, the CBRC, the NBS, the NDRC or other public sources, which are generally believed
to be reliable. However, we cannot guarantee the quality, comparability, and reliability of such
material. In addition, these facts, forecasts and statistics have not been independently verified by us
or any other parties involved in the Global Offering, and may not be consistent with information
available from other sources, and may not be complete or up to date. We have taken reasonable care
in reproducing or extracting information from such sources. However, because of potentially flawed
methodologies, discrepancies in market practice and other reasons, these facts, forecasts and other
statistics may be inaccurate or may not be comparable from period to period or to facts, forecasts or
statistics offered by other economies. Therefore, you should not unduly rely on such information.

RISKS RELATING TO THE GLOBAL OFFERING

No prior public market for our H Shares exists, an active trading market for our H Shares may
not develop, and their trading prices may fluctuate significantly.

Prior to the Global Offering, there was no public market for our H Shares. There can be no
assurance that an active trading market for our H Shares will develop and be sustained following the
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Global Offering. In addition, the initial Offer Price of our H Shares is expected to be fixed by
agreement between the Joint Global Coordinators (on behalf of the Underwriters) and us (on behalf
of ourselves and the Selling Shareholders), and may not be indicative of the market price of our H
Shares following the completion of the Global Offering. Moreover, the trading volume and the price
of our H Shares may be affected by various factors including the research reports yet to be released
about us prepared by securities and industries analysts or a reduction of their ratings on our H Shares.
If an active public market for our H Shares does not develop after the Global Offering, the market
price and liquidity of our H Shares could be materially and adversely affected.

Future sales or perceived sales of a substantial number of our Shares in public markets could
adversely affect the prevailing market price of our H Shares and our ability to raise capital in
the future.

The market price of our H Shares could decline as a result of future sales of a substantial number
of our Shares or other securities relating to our Shares in the public market, or the issuance of new
shares or other securities, or the perception that such sales or issuances may occur. Future sales, or
anticipated sales, of substantial amounts of our securities, including any future offerings, could also
materially and adversely affect our ability to raise capital at a time and on terms favorable to us. In
addition, our shareholders may experience dilution in their holdings to the extent we issue additional
securities in future offerings. New equity or equity-linked securities issued by our Bank may also
confer rights and privileges that take priority over those conferred by the H Shares.

The conversion of a significant number of Domestic Shares into H Shares may seriously harm the
prevailing market price of our H Shares.

The Bank’s Domestic Shares can be converted into H Shares, if the conversion and trading of H
Shares so converted shall have been duly completed pursuant to requisite internal approval process
and the approval from the relevant PRC regulatory authorities, including the CSRC. In addition, such
conversion and trading must, in all aspects, comply with the regulations promulgated by the securities
regulatory authority under the State Council and the regulations, requirements and procedures of the
Hong Kong Stock Exchange. A vote by the shareholders in separate class meetings is not required for
the listing and trading of the converted shares on an overseas stock exchange. If a significant number
of Domestic Shares are converted into H Shares, the supply of H Shares may be substantially
increased, which could materially and adversely affect the prevailing market price of our H Shares.

As the Offer Price of our H Shares is higher than our net tangible asset value per share, you will
experience immediate dilution upon such purchase.

The initial public offering price of our H Shares is higher than the net tangible asset value per
share of the outstanding shares of our then-existing shareholders as of December 31, 2016. Therefore,
purchasers of our H Shares in the Global Offering will experience an immediate dilution in the pro
forma adjusted net tangible asset value of HK$2.30 per H Share as of December 31, 2016, without
giving effect to any changes to our net tangible assets subsequent to December 31, 2016 other than
the Global Offering (assuming an offer price of HK$2.53 per share for our H Shares, being the
high-end of our indicative offer price ranges of the Global Offering, respectively, and assuming that
the Over-allotment Option for the Global Offering is not exercised and after deduction of estimated
underwriting fees and offering expenses in connection with the Global Offering payable by us). If the
Over-allotment Option for the Global Offering is exercised, or if we issue additional shares in the
future, purchasers of our H Shares could experience further dilution.
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Dividends distributed in the past may not be indicative of our dividend policy in the future.

The amount of dividends we have paid historically is not indicative of our future performance
or the amount of dividends that may be paid in the future. Any future declaration of dividends will
be proposed by our Board and the amount of any dividends will depend on various factors, including
our financial condition, results of operations, prospects, capital adequacy levels and other factors that
our Board may determine to be important. For future details of our dividend policy, see “Financial
Information — Dividends”. We cannot guarantee if and when we will pay dividends in the future.

Since there may be a gap of several Business Days between pricing and trading of our H Shares,
holders of our H Shares are subject to the risk that the price of our H Shares could fall during
the period before trading of our H Shares begins.

The Offer Price of our H Shares is expected to be determined on the Price Determination Date.
However, our H Shares will not commence trading on the Hong Kong Stock Exchange until they are
delivered, which is expected to be several Business Days after the Price Determination Date. As a
result, investors may not be able to sell or otherwise deal in our H Shares during that period.
Accordingly, holders of our H Shares are subject to the risk that the price of our H Shares could fall
before trading begins as a result of adverse market conditions or other adverse developments that
could occur between the time of sale and the time trading begins.

You should only place reliance on information released by us including this prospectus, the
Application Forms and other formal announcements made with respect to our Global Offering,
and not place any reliance on any information contained in press articles or other media when
making your investment decision.

We have not authorized anyone to provide you with information that is not contained in this
prospectus and the Application Forms. Any financial information, financial projections, valuations,
and other information purportedly about us contained in any press articles or other media have not
been authorized by us and we make no representation as to the appropriateness, accuracy,
completeness, or reliability of any such information or publication, and accordingly do not accept any
responsibility for any such press or media coverage or the inaccuracy or incompleteness of any such
information. In making your decision as to whether to purchase our H Shares, you should rely only
on the information in this prospectus, the Application Forms and other formal announcements made
with respect to our Global Offering.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which the Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies Ordinance, the Securities and Futures
(Stock Market Listing) Rules of Hong Kong and the Listing Rules for the purpose of giving
information to the public with regard to us. The Directors, having made all reasonable enquiries
confirm that, to the best of their knowledge and belief, the information contained in this prospectus
is accurate and complete in all material respects and not misleading or deceptive, and there are no
other matters the omission of which would make this prospectus or any statement herein misleading.

APPROVAL OF THE CSRC AND THE CBRC

Our Bank obtained approval letters from CBRC Henan Office and the CSRC on March 23, 2017
and June 13, 2017, respectively, for the submission of the application to list the H Shares on the Hong
Kong Stock Exchange and for the Global Offering, respectively. In granting such approval, neither the
CSRC nor the CBRC shall accept any responsibility for the financial soundness, nor for the accuracy
of any of the statements made or opinions expressed in this prospectus or on the Application Forms.

UNDERWRITING AND INFORMATION ON THE GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering. For
applications under the Hong Kong Public Offering, this prospectus and the Application Forms contain
the terms and conditions of the Hong Kong Public Offering. The Global Offering comprises the Hong
Kong Public Offering of 330,000,000 H Shares initially offered and the International Offering of
2,970,000,000 H Shares initially offered (subject, in each case, to reallocation on the basis under
“Structure of the Global Offering” in this prospectus).

The listing of the H Shares on the Hong Kong Stock Exchange is sponsored by the Joint
Sponsors. Pursuant to the Hong Kong Underwriting Agreement, the Hong Kong Public Offering is
underwritten by the Hong Kong Underwriters on a conditional basis, with one of the conditions being
that the Offer Price is agreed between the Joint Global Coordinators (on behalf of the Underwriters)
and the Bank on behalf of ourselves and the Selling Shareholders. The International Purchase
Agreement is expected to be entered into on or about July 12, 2017, subject to agreement on the Offer
Price between the Joint Global Coordinators (on behalf of the Underwriters) and the Bank (on behalf
of ourselves and the Selling Shareholders). Further details of the Underwriters and the underwriting
arrangements are set out in “Underwriting” in this prospectus.

The H Shares are offered solely on the basis of the information contained and representations
made in this prospectus and on the Application Forms and on the terms and subject to the conditions
set out herein and therein. No person is authorized to give any information in connection with the
Global Offering or to make any representation not contained in this prospectus, and any information
or representation not contained herein must not be relied upon as having been authorized by our Bank,
the Selling Shareholders, the Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers, the Underwriters, any of their respective directors, agents, employees or
advisers or any other party involved in the Global Offering.

Neither the delivery of this prospectus nor any subscription or acquisition made under it shall,
under any circumstances, create any implication that there has been no change in our affairs since the
date of this prospectus or that the information in this prospectus is correct as of any subsequent time.

Details of the structure of the Global Offering, including its conditions, are set out in the section
headed “Structure of the Global Offering” in this prospectus, and the procedures for applying for the
H Shares are set out in “How to Apply for Hong Kong Public Offer Shares” of this prospectus and on
the relevant Application Forms.
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DETERMINATION OF THE OFFER PRICE

The H Shares are being offered at the Offer Price which will be determined by the Joint Global
Coordinators (on behalf of the Underwriters) and the Bank on or around Wednesday, July 12, 2017 or
such later date as may be agreed upon between the Joint Global Coordinators (on behalf of the
Underwriters) and the Bank on behalf of ourselves and the Selling Shareholders, and in any event no
later than Tuesday, July 18, 2017. If the Global Coordinators (on behalf of the Underwriters) and our
Bank are unable to reach an agreement on the Offer Price on such date, the Global Offering will not
proceed.

RESTRICTIONS ON OFFER AND SALE OF THE H SHARES

No action has been taken to permit a public offering of the H Shares in any jurisdiction other than
Hong Kong, or the distribution of this prospectus in any jurisdiction other than Hong Kong.
Accordingly, this prospectus may not be used for the purpose of, and does not constitute, an offer or
invitation for subscription in any jurisdiction or in any circumstances in which such an offer or
invitation for subscription is not authorized or to any person to whom it is unlawful to make such an
offer or invitation for subscription. The distribution of this prospectus and the offering and sales of
the H Shares in other jurisdictions are subject to restrictions and may not be made except as permitted
under the applicable securities laws of such jurisdictions pursuant to registration with or authorization
by the relevant securities regulatory authorities or an exemption therefrom. Each person acquiring the
H Shares under the Hong Kong Public Offering will be required to confirm, or be deemed by his
acquisition of the H Shares to confirm, that he is aware of the restrictions on offers and sales of the
H Shares in this prospectus. In particular, the H Shares have not been publicly offered, directly or
indirectly, in the PRC or the United States.

SELLING SHAREHOLDERS

The Selling Shareholders are required to reduce their shareholding in the Global Offering
pursuant to the relevant PRC regulations relating to the reduction of state-owned shares. For certain
particulars of the Selling Shareholders, see “Appendix VII — Statutory and General Information —
4. Other Information — L. Particulars of the Selling Shareholders”.

APPLICATION FOR LISTING ON THE HONG KONG STOCK EXCHANGE

The Bank has applied to the Listing Committee of the Hong Kong Stock Exchange for the
granting of listing of, and permission to deal in, the H Shares, including (i) any H Shares which may
be issued pursuant to the Global Offering and upon the exercise of the Over-allotment Option; (ii) any
H Shares, converted from Domestic Shares to be sold under the Global Offering (including such
Domestic Shares converted to H Shares in accordance with the relevant PRC regulations and such
additional Domestic Shares converted to H Shares upon the exercise of the Over-allotment Option).
The Domestic Shares may be converted to H Shares after obtaining the approval of the CSRC or the
authorized approval authorities of the State Council, details of which are set out in “Share Capital —
Conversion of the Domestic Shares into H Shares” in this prospectus.

Dealings in the H Shares on the Hong Kong Stock Exchange are expected to commence at 9:00
on Wednesday, July 19, 2017. Except for the pending application to the Hong Kong Stock Exchange
for the listing of, and permission to deal in, the H Shares, no part of the Bank’s share or loan capital
is listed on or dealt in on any other stock exchange and no such listing or permission to list is being
or proposed to be sought in the near future.

The H Shares will be traded in board lot of 1,000 H Shares. The stock code of the H Shares is
1216.
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Under section 44B(1) of the Companies Ordinance, any allotment made in respect of any
application will be invalid if the listing of, and permission to deal in, the H Shares on the Hong Kong
Stock Exchange is rejected before the expiration of three weeks from the date of the closing of the
subscription application, or such longer period (not exceeding six weeks) as may, within the said three
weeks, be notified to our Bank by or on behalf of the Hong Kong Stock Exchange.

COMPLIANCE WITH THE LISTING RULES

We will comply with applicable laws and regulations in Hong Kong (including the Listing Rules)
and any other undertakings which have been given in favor of the Hong Kong Stock Exchange from
time to time. If the Listing Committee finds that there has been a breach by us of the Listing Rules
or such other undertakings which may have been given in favor of the Hong Kong Stock Exchange
from time to time, the Listing Committee may instigate cancellation or disciplinary proceedings in
accordance with the Listing Rules.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

The Bank has instructed the H Share Registrar, and the H Share Registrar has agreed, not to
register the subscription, purchase or transfer of any H Shares in the name of any particular holder
unless the holder delivers a signed form to the H Share Registrar in respect of those H Shares bearing
statements to the effect that the holder:

(a) agrees with the Bank and each of the Shareholders, and the Bank agrees with each
Shareholder, to observe and comply with the Company Law, the Special Regulations and
our Articles of Association;

(b) agrees with the Bank, each of the Shareholders, Directors, Supervisors, managers and
officers, and the Bank, acting for ourselves and for each of the Directors, Supervisors,
managers and officers agree with each Shareholder, to refer all differences and claims
arising from the Articles of Association or any rights or obligations conferred or imposed
by the PRC Company Law or other relevant laws and administrative regulations concerning
the Group’s affairs to arbitration in accordance with the Articles of Association, and any
reference to arbitration shall be deemed to authorize the arbitration tribunal to conduct
hearings in open session and to publish its award, which shall be final and conclusive;

(c) agrees with the Bank and each the Shareholders that the H Shares are freely transferable by
the holders of the H Shares; and

(d) authorizes the Bank to enter into a contract on his or her behalf with each of the Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers and
officers undertake to observe and comply with their obligations to the Shareholders as
stipulated in the Articles of Association.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisers
as to the taxation implications of subscribing for, purchasing, holding or disposal of, and/or dealing
in the H Shares or exercising rights attached to them. It is emphasized that none of the bank, the Joint
Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of their respective directors, officers, employees, agents or representatives or any
other person or party involved in the Global Offering accepts responsibility for any tax effects on, or
liabilities of, any person resulting from the subscription, purchase, holding, disposition of, or dealing
in, the H Shares or exercising any rights attached to them.
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OVER-ALLOTMENT AND STABILIZATION

Details of the arrangement relating to the Over-allotment Option and stabilization are set out
under “Underwriting” in this prospectus.

PROCEDURES FOR APPLICATION FOR THE H SHARES

The procedures for applying for the H Shares are set out in “How to Apply for Hong Kong Public
Offer Shares” in this prospectus and on the Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in “Structure
of the Global Offering” in this prospectus.

H SHARE REGISTER AND STAMP DUTY

All the H Shares issued pursuant to applications made in the Hong Kong Public Offering and the
International Offering will be registered on the H Share register of members of our Bank maintained
in Hong Kong. The Bank will maintain the principal register of members at the Bank’s head office in
the PRC.

Dealings in the H Shares registered in the H Share register of members of our Bank in Hong
Kong will be subject to Hong Kong stamp duty.

Unless otherwise determined by the Bank, dividends payable in Hong Kong dollars in respect of
the H Shares will be paid to the Shareholders listed on the H Share register of members of our Bank
in Hong Kong, by ordinary post, at the Shareholders’ risk, to the registered address of each
Shareholder of the Bank.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the H Shares on the Hong
Kong Stock Exchange and compliance with the stock admission requirements of HKSCC, the H Shares
will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with
effect from the date of commencement of dealings in the H Shares on the Hong Kong Stock Exchange
or on any other date HKSCC chooses. Settlement of transactions between participants of the Hong
Kong Stock Exchange is required to take place in CCASS on the second Business Day after any
trading day. All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time. Investors should seek the advice of their
stockbroker or other professional advisor for details of the settlement arrangements as such
arrangements may affect their rights and interests. All necessary arrangements have been made to
enable the H Shares to be admitted into CCASS.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars. No representation is made and none
should be construed as being made that the amounts denominated in one currency could actually be
converted into the amounts denominated in another currency at the rates indicated or at all on such
date or any other date. Unless indicated otherwise, (i) the translations between Renminbi and Hong
Kong dollars were made at the rate of RMB0.8750 to HK$1.00, the median rate set by PBoC for
foreign exchange transactions prevailing on June 23, 2017 (ii) the translations between Renminbi and
U.S. dollars were made at the rate of RMB6.8238 to US$1.00, the median rate set by PBoC for foreign
exchange transactions prevailing on June 23, 2017 and (iii) the translations between U.S. dollars and
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Hong Kong dollars were made at the rate of HK$7.7997 to US$1.00, the noon buying rate in effect
on June 23, 2017 as set forth in the H.10 weekly statistical release of the Federal Reserve Bank.
Further information on exchange rates is set forth in “Appendix VI — Taxation and Foreign Exchange”
to this prospectus.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, the English version of this prospectus shall prevail. However, the translated English names
of the PRC nationals, entities, departments, facilities, certificates, titles, laws, regulations (including
certain of the Bank’s subsidiaries) and the like included in this prospectus and for which no official
English translation exists are unofficial translations for your reference only. If there is any
inconsistency, the Chinese name prevails.

ROUNDING

Certain amounts and percentages figures included in this prospectus have been subject to
rounding adjustments, or have been rounded to one or two decimal places. Any discrepancies between
totals and sums of amounts listed in any table are due to rounding.



WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

In preparation for the Listing, the Bank has applied for the following waivers from strict
compliance with the relevant provisions of the Listing Rules.

WAIVER IN RELATION TO MANAGEMENT PRESENCE

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, the Bank must have sufficient
management presence in Hong Kong. This normally means that at least two of the executive Directors
must be ordinarily resident in Hong Kong. Our headquarter and principal business and operations are
located, managed and conducted in the PRC. None of our executive Directors is a Hong Kong
permanent resident or is ordinarily based in Hong Kong. As a result, our Bank does not, and will not,
in the foreseeable future, have sufficient management presence in Hong Kong as required under Rules
8.12 and 19A.15 of the Listing Rules. Furthermore, it would be impractical and commercially
unnecessary for our Bank to appoint additional executive Directors who are ordinarily resident in
Hong Kong or to relocate the existing PRC based executive Directors to Hong Kong. Accordingly, the
Bank has applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict compliance
with the requirements under Rules 8.12 and 19A.15 of the Listing Rules on the condition of the
following arrangements for maintaining regular communication with the Hong Kong Stock Exchange:

(i) the Bank has appointed two authorized representatives pursuant to Rule 3.05 of the Listing
Rules, who will act as our principal channel of communication with the Hong Kong Stock
Exchange. The two authorized representatives of our Bank are Mr. JIA Tingyu, an
independent non-executive Director, and Mr. ZHANG Ke (“Mr. Zhang”), one of the joint
company secretaries of the Bank and the secretary to the Board, and the Bank has also
appointed Ms. LEUNG Wing Han Sharon (“Ms. Leung”), one of the joint company
secretaries of the Bank, who is ordinarily resident in Hong Kong, to be the alternative of
the authorized representatives in order to assist the authorized representatives to
communicate with the Hong Kong Stock Exchange;

(i1) any meeting between the Hong Kong Stock Exchange and the Directors will be arranged
through the authorized representatives or directly with the Directors within a reasonable
time frame. The Bank will inform the Hong Kong Stock Exchange promptly in respect of
any changes in the authorized representatives and compliance advisor of the Bank;

(iii) each of the authorized representatives will be available to meet with the Hong Kong Stock
Exchange within a reasonable period of time upon the request of the Hong Kong Stock
Exchange and will be readily contactable by telephone, facsimile and email;

(iv) each of the authorized representatives has means to contact all members of the Board
(including the independent non-executive Directors) promptly at all times as and when the
Hong Kong Stock Exchange wishes to contact the Directors for any matters. To enhance the
communication between the Hong Kong Stock Exchange, the authorized representatives
and the Directors, the Bank has implemented a policy that (a) each Director will provide
his/her respective office phone number, mobile phone number, facsimile number and email
address to the authorized representatives; and (b) all the Directors and authorized
representatives will provide, if available, their office phone numbers, mobile phone
numbers, facsimile numbers and email addresses to the Hong Kong Stock Exchange;

(v) the Directors, who are not ordinarily resident in Hong Kong, have confirmed that they
possess or can apply for valid travel documents to visit Hong Kong and are able to meet
with the Hong Kong Stock Exchange within a reasonable period of time; and
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(vi) the Bank has appointed Central China International Capital Limited as the compliance
advisor pursuant to Rule 3A.19 of the Listing Rules to act as the additional channel of
communication with the Hong Kong Stock Exchange for a period commencing from the
Listing Date and ending on the date on which our Bank complies with Rule 13.46 of the
Listing Rules in respect of the financial results for the first full financial year commencing
after the Listing Date. Our compliance advisor will advise on on-going compliance
requirements and other issues arising under the Listing Rules and other applicable laws and
regulations in Hong Kong after Listing and have full access at all times to the authorized
representatives of our Bank and the Directors.

WAIVER IN RELATION TO JOINT COMPANY SECRETARIES

Pursuant to Rule 8.17 of the Listing Rules, the Bank must appoint a company secretary who
satisfies Rule 3.28 of the Listing Rules. Pursuant to Rule 3.28 of the Listing Rules, the Bank must
appoint as the company secretary an individual who, by virtue of his or her academic or professional
qualifications or relevant experience, is, in the opinion of the Hong Kong Stock Exchange, capable of
discharging the functions of company secretary.

The Hong Kong Stock Exchange considers the following academic or professional qualifications
to be acceptable:

(i) a member of The Hong Kong Institute of Chartered Secretaries;

(i) a solicitor or barrister (as defined in the Legal Practitioners Ordinance (Chapter 159 of the
Laws of Hong Kong)); and

(iii) a certified public accountant (as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong)).

In accessing “relevant experience”, the Hong Kong Stock Exchange will consider the followings
of the individual:

(i) length of employment with the issuer and other issuers and the roles he or she played;

(i1) familiarity with the Listing Rules and other relevant laws and regulations including the
SFO, the Companies Ordinance and the Takeovers Code ;

(ii1) relevant training taken and/or to be taken in addition to be the minimum requirement under
Rule 3.29 of the Listing Rules; and

(iv) professional qualifications in other jurisdictions.

The Bank has appointed Mr. Zhang and Ms. Leung as the joint company secretaries. Mr. Zhang
joined our Bank in December 2014 as the secretary to the Board and has been responsible for the
preparation of Board meetings and Shareholder’s meetings, disclosure of information and other
administrative matters of the Bank. For more details of Mr. Zhang’s biography, see “Directors,
Supervisors and Senior Management — Senior Management”. Although the Bank believes, having
regard to Mr. Zhang’s past experience in handling administrative and corporate matters, that he has
a thorough understanding of our Bank and the Board, Mr. Zhang does not possess the requisite
qualifications as required by Rule 3.28 of the Listing Rules. Therefore, our Bank has appointed Ms.
Leung, who is a Hong Kong resident and possesses such qualifications, to be a joint company secretary
of our Bank. For more details of Ms. Leung’s biography, please see “Directors, Supervisors and Senior
Management — Joint Company Secretaries”.
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Given the important role of the company secretary in the corporate governance of a listed issuer,

particularly in assisting the listed issuer as well as its directors in complying with the Listing Rules

and other relevant laws and regulations, the Bank has put in place the following arrangements:

(1)

(i)

(iii)

(iv)

v)

Ms. Leung, one of the joint company secretaries of the Bank who satisfies the requirements
under Rule 3.28 of the Listing Rules, will assist Mr. Zhang so as to enable him to discharge
his duties and responsibilities as a joint company secretary of our Bank. Given Ms. Leung’s
relevant experiences, she will be able to advise both Mr. Zhang and our Bank on the
relevant requirements of the Listing Rules as well as other applicable laws and regulations
of Hong Kong;

Mr. Zhang, one of the joint company secretaries of the Bank, will be assisted by Ms. Leung,
for a period of three years commencing from the Listing Date, which should be sufficient
for him to acquire the requisite knowledge and experience under Rule 3.28 of the Listing
Rules;

our Bank will ensure that Mr. Zhang has access to the relevant trainings and support to
enable him to familiarize himself with the Listing Rules and the duties required of a
company secretary of a Hong Kong listed company, and Mr. Zhang has undertaken to attend
such trainings;

Ms. Leung will communicate with Mr. Zhang on a regular basis regarding matters in
relation to corporate governance, the Listing Rules as well as other applicable laws and
regulations of Hong Kong which are relevant to the operations and affairs of our Bank. Ms.
Leung will work closely with, and provide assistance to Mr. Zhang with a view to
discharging his duties and responsibilities as a company secretary, including but not limited
to organizing the Board meetings and Shareholders’ meetings; and

pursuant to Rule 3.29 of the Listing Rules, Mr. Zhang and Ms. Leung will also attend in
each financial year no less than 15 hours of relevant professional training courses to
familiarize themselves with the requirements of the Listing Rules and other legal and
regulatory requirements of Hong Kong. Both Mr. Zhang and Ms. Leung will be advised by
the legal advisors of the Bank as to Hong Kong law and the compliance advisor of the Bank
as and when appropriate and required.

Accordingly, the Bank has applied for, and the Hong Kong Stock Exchange has granted, a waiver

from strict compliance with the requirements under Rules 8.17 and 3.28 of the Listing Rules, provided

that Ms. Leung will act as a joint company secretary and provide assistance to Mr. Zhang. The waiver

is valid for an initial period of three years commencing from the Listing Date, and will be revoked

immediately if Ms. Leung ceases to provide assistance and guidance to Mr. Zhang. Prior to the expiry

of the initial three-year period, our Bank will re-evaluate the qualifications and experiences of Mr.

Zhang. Upon the determination of our Bank that no on-going assistance to Mr. Zhang is necessary, the

Bank will demonstrate to the Hong Kong Stock Exchange that, with the assistance of Ms. Leung over

such three-year period, Mr. Zhang has acquired the requisite knowledge and experience as prescribed

in Rule 3.28 of the Listing Rules. The Hong Kong Stock Exchange will then re-evaluate whether any

further waiver would be necessary.
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WAIVER IN RELATION TO HONG KONG FINANCIAL DISCLOSURE

Pursuant to Rule 4.10 of the Listing Rules, the information to be disclosed in respect of Rules
4.04 to 4.09 of the Listing Rules must be in accordance with best practices under the Companies
Ordinance and HKFRS, IFRS or CASBE in the case of PRC issuers that has adopted CASBE for the
preparation of its annual financial statements, and in the case of banking companies, the Guideline on
the Application of the Banking (Disclosure) Rules issued by HKMA.

As the Bank is engaged in banking activities, pursuant to Rule 4.10 of the Listing Rules, the
financial information to be disclosed in this prospectus should include information that is required to
be disclosed in respect of those specific matters under the Banking (Disclosure) Rules.

The Bank is currently unable to fully comply with the disclosure requirements under the Banking
(Disclosure) Rules for the reasons described below. The Bank believes that the financial disclosure
requirements that the Bank is unable to comply with are immaterial to potential investors of the Bank.

Our position in relation to disclosures under the Banking (Disclosure) Rules

Reason for a waiver Expected timing
Section Disclosure in relation to the for
No. requirements” specific disclosure Proposal for disclosure full compliance
47 Sector information Our Bank maintains a For our Bank, all the loans and N/A

breakdown of loans and advances to customers are used in
advances to customers by the PRC instead of in Hong
industry sector as set out in the Kong. Our Bank is subject to the
Classification and Codes of supervision of the CBRC and
National Economic Industries maintains a breakdown of loans
in its loans system for the and advances to customers by
purpose of filing a return to the industry sector based on the
CBRC. classification system as
prescribed by the CBRC, e.g.,
loans are categorized into
corporate loans and personal
loans which are further classified
into detailed subcategories by
industry/nature. Our Bank has
disclosed the loans and advances
to customers in industry sectors
in accordance with its
management reports based on the
CBRC classification in Note
20(b) to the Accountants’ Reports
as set out in Appendix IA and
Appendix IB of this prospectus.
Our Bank considers that the
current disclosure is sufficient to
serve HKMA'’s disclosure
objectives.
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Reason for a waiver Expected timing
Section Disclosure in relation to the for
No. requirements®’ specific disclosure Proposal for disclosure full compliance
50 An authorized institution Our Bank’s accounts are settled N/A N/A

shall disclose its non-HKD in Renminbi, which means that
currency exposures which our Bank only disclosed
arise from trading, non-RMB currency exposures
non-trading and structural instead of non-HKD currency
positions in accordance exposures.

with the return relating to

non-HKD currency

positions it submitted to

HKMA pursuant to section

63 of  the Banking

Ordinance in respect of the

annual reporting period.

53-64  Additional annual The computation basis for risks Our Bank can provide relevant N/A
disclosure to be made by an is promulgated by the CBRC as capital structure and adequacy in
authorized institution using set out in the Core Indicators accordance with the disclosure

standardized (credit risk) (Provisional). requirements from the CBRC’s
approach to calculate its requirements. Our Bank believes
credit risk for that such requirements attempt to
non-securitization address similar disclosure
exposures. purpose as the requirements of

the Banking (Disclosure) Rules.

Note:

(I)  The relevant sections under the Banking (Disclosure) Rules for which the Bank is currently unable to provide the
required disclosures.

Save for the above, as a financial institution incorporated and based in the PRC, the Bank is
required to comply with the regulatory requirements set out by the CBRC and the PBoC. Certain
provisions of the Banking (Disclosure) Rules require disclosure in respect of the capital structure,
capital base (in particular, relating to the level of capital adequacy), cross-border claims, liquidity
ratios, PRC non-bank exposures and credit risks. The Bank has maintained and compiled data relating
to these matters in accordance with the regulatory requirements of the CBRC and the PBoC. The Bank
believes that the CBRC and the PBoC requirements are intended to address similar disclosure
considerations of the requirements under the Banking (Disclosure) Rules, and the differences between
the above disclosure requirements under the two regulatory regimes are minimal and immaterial. If the
Bank attempts to comply with such requirements under the Banking (Disclosure) Rules in parallel with
the CBRC and the PBoC regulations, the Bank would be required, in its view, to carry out additional
work to compile similar information already required and maintained in accordance with the CBRC
and the PBoC regulations. As a result, the Bank proposes to disclose the information in compliance
with the CBRC and the PBoC regulations in this regard, instead of strictly following the disclosure
regime provided for under the Banking (Disclosure) Rules, which will result in the compilation of
similar data. The Bank is of the view that this prospectus contains sufficient information for investors
to make their fully informed investment decision notwithstanding the differences between the CBRC
and the PBoC requirements on the one hand, and the requirements under the Banking (Disclosure)
Rules on the other hand. The Joint Sponsors concur with the Bank’s view based on the reasons set out
above.
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Based on the above, the Bank has applied for, and the Hong Kong Stock Exchange has granted,
a waiver from strict compliance with the requirements under Rule 4.10 of the Listing Rules, such that
the Bank will not fully comply with the requirements in respect of the financial disclosure provided
for under the Banking (Disclosure) Rules on the condition that the Bank provides alternative
disclosure in accordance with the regulatory requirements of the CBRC and the PBoC.

WAIVER IN RELATION TO PUBLIC FLOAT

Rule 8.08(1) of the Listing Rules requires that there must be an open market in the securities for
which listing is sought, which normally means that the minimum public float of a listed issuer must
at all times be at least 25% of the issuer’s total issued share capital. Pursuant to Rule 8.08 (1)(b) of
the Listing Rules, for issuer with large market capitalization of over HK$10 billion at the time of
listing, the Hong Kong Stock Exchange may, at its discretion, accept a lower public float percentage
of between 15% and 25%, where the Hong Kong Stock Exchange is satisfied that (a) the number of
shares concerned; and (b) the extent of their distribution would enable the market to operate properly
with a lower public float.

The Bank has applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict
compliance with the requirements under Rule 8.08(1) of the Listing Rules, pursuant to which, the
public float may fall below 25% of the issued share capital of our Bank.

In support of such application, the Bank has confirmed to the Hong Kong Stock Exchange that:

(i) the minimum public float shall be the higher of: (i) 16.82%; or (ii) such percentage of H
Shares to be held by the public after the exercise of the Over-allotment Option of the
enlarged issued share capital of the Bank, on the condition that the Bank’s market
capitalisation equal to at least HK$10 billion at the time of the Listing;

(ii) the Bank will make appropriate disclosure of the lower percentage of public float in this
prospectus; and

(iii) the Bank will confirm sufficiency of public float in our successive annual reports after the
Listing.
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For more information of the Directors and Supervisors, please see “Directors, Supervisors and

Senior Management”.
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INDUSTRY OVERVIEW

This section contains information and statistics relating to the industry in which we operate.
We have extracted and derived such information, in part, from data relating to us which were
prepared in accordance with IFRS, and from various official or publicly available sources derived
from data prepared in accordance with PRC GAAP or other applicable GAAP or accounting
standards which may differ from IFRS in certain significant respects. In addition, the information
provided by the various official or publicly available sources may not be consistent with the
information compiled within or outside China by third parties.

We believe that the sources of this information are appropriate sources for such information
and have taken reasonable care in extracting and reproducing such information. We have no reason
to believe that such information is false or misleading or that any fact has been omitted that would
render such information false or misleading. The information has not been independently verified
by us, the Selling Shareholders, the Joint Sponsors, the Joint Bookrunners, the Underwriters or any
other party involved in the Global Offering and no representation is given as to its accuracy.
Accordingly, such information should not be unduly relied upon. Our Directors confirm that, after
taking reasonable care, as of the Latest Practicable Date, there has been no material adverse
change in the market information presented in this section.

OVERVIEW
China’s Economy

China has witnessed phenomenal economic growth in the past decades since the implementation
of “reform and opening up” policy and has been the second largest economy in terms of GDP in the
world since 2010. From 2011 to 2016, China’s nominal GDP increased at a CAGR of 8.7% from
RMB48,930 billion to RMB74,413 billion. China’s economic growth has resulted in an increase in per
capita disposable income. From 2011 to 2016, China’s per capita disposable income of urban
households grew at a CAGR of 9.0% from RMB21,810 to RMB33,616. The table below sets forth
information on China’s nominal GDP, per capita GDP, per capita disposable income of urban
households and its growth rate for the years indicated.

For the year ended December 31, CAGR

2011 2012 2013 2014 2015 2016 (2011-2016)

Nominal GDP (in billions of RMB) ................... 48,930 54,037 59,524 64,397 68,905 74,413 8.7%
Per capita GDP (in RMB) .....coooiiiiiiiiiiiiiine 36,403 40,007 43,852 47,203 50,251 53,980 8.2%
Per capita disposable income of urban

households (in RMB)..........oovuiiiiiiiiiiiiiiiiiiini, 21,810 24,565 26,467 28,844 31,195 33,616 9.0%
Per capita disposable income of urban

households growth rate (%) ......ccccoeeevuuneeennnnes 14.1 12.6 7.7 9.0 8.2 7.8 N/A

Source:  National Bureau of Statistics of China, National Economic and Social Development Statistics Bulletin

China’s economy has now entered into a “New Normal” stage as it transitions from aiming at
high GDP growth to optimizing its economic structure. It strives to explore and cultivate drivers for
economic growth, such as domestic consumption upgrades, industrial transformation, continuous
urbanization and rural economic development in China. It is projected that China’s banking industry
will continue to benefit from the current economic trend.



INDUSTRY OVERVIEW

Henan Province’s Economy

Henan Province is located in Central China which comprises six provinces, connecting the inner
land and coastal area of China. Leveraging favorable policies encouraging economic development,
Central China has experienced rapid economic growth in recent years and its GDP amounted to
RMB4,016.0 billion in 2016.

Capitalizing on its strategic geographic location, Henan Province serves as a key logistics hub
and important market in China. It ranked first among six provinces in Central China and 5" among
all provinces in China, in terms of nominal GDP in 2016. Henan Province is the hub connecting
eastern and western regions of China, embracing various industries which migrate from the coastal
areas in southeast China. It has abundant natural resources and a comprehensive mix of industries,
with a particular strength in digital information, equipment manufacturing, automotive and food
processing industries.

Henan Province’s economy has benefited and will continue to benefit from the implementation
of the following PRC national strategies in relation to “Henan Province amid the Rise of Central China
Plan”:

e  “National Core Producing Area of Grains (B Z{ &4 EZ L I#)”. In August 2008, the
State Council proposed the Outline for the Construction of Henan Core Area of National
Food Strategy (€5 e & Bim A% Fg 420 [ @ L B A 22 ) ). In response to this plan,
Henan Province has mobilized institutions in various sectors, including agriculture and
financial services, to provide more support for Henan Province’s sustainable long-term
growth of grain production. It is expected that this will accelerate the development of
agricultural industry, which thereby brings more business opportunities for local financial
institutions.

° “Central Plains Economic Zone (H'JZ#&8[%)”. In September 2011, the State Council
issued the Guiding Opinions of the State Council on Supporting Henan Province to
Accelerate the Construction of Central Plains Economic Zone (B ki B i S 355 0 7 & in
PRt sk Hp i A8 9 I 1) 48 B BL) ), setting out a national strategic plan for the Central Plains
Economic Zone, which covers the entire Henan Province, as well as 12 municipalities and
two counties in the adjoining provinces of Shandong, Anhui, Hebei and Shanxi. This plan
intends to propel the industrialization, urbanization and agricultural modernization of
Henan Province, in particular, the development of local financial institutions and financial
markets and products.

° “One Belt, One Road (—#¥—#)”. In September 2013, China proposed the strategic
initiative of building the “New Silk Road Economic Belt” and the “21°*" Century Maritime
Silk Road”, together known as “One Belt, One Road (—7#% —#)”. The strategy underlines
China’s focuses on connectivity and cooperation among countries of Eurasia. Henan
Province, located at the core of the transportation network in China, is an important hub of
communication, logistics and distribution of goods and resources. To the east, Henan
Province is able to connect with the “Maritime Silk Road”, through integrated
railway-maritime transportation and railway-highway transportation. To the west, Henan
Province’s capital city, Zhengzhou is the first PRC city to commence direct scheduled
international freight railways between the PRC and Europe to be integrated with the “New
Silk Road Economic Belt”. In particular, in March 2013, in line with the “One Belt, One
Road (—#7—#%)” initiative, the State Council approved the construction of “Zhengzhou
Airport Economic Experimental Zone (3 fiii 22 W £8 % 45 5 BB 15 ), the first pilot airport
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economic zone under the national planning. The zone is expected to establish a key
international air logistics center and a key passenger transit hub in China, which will
thereby boost the development of Henan Province’s imports and exports industry and
cross-border e-commerce.

° “Zhengzhou-Luoyang-Xinxiang National Independent Innovation Demonstration Zone
(B9 B K B E A /R &)”. In April 2016, the State Council passed the approval to set
up a state-level innovation demonstration area collaborating three established and
influential National High-Tech Industrial Development Zones located in Zhengzhou,
Luoyang and Xinxiang, thereby to progressively stimulate innovation in selected industries,
including high-end equipment manufacturing industry, digital information industry, new
materials industry, new energy industry and biomedicine industry. In addition, this
industrial cluster also emphasizes the progressive exploration and development of financial
technology, with support of which, it is expected to forge an innovation highland with
core-competitiveness and radiating industrial influence in Central China.

° “China (Henan) Pilot Free Trade Zone (FEI (77 Fd) H & 7 il 5 7). In August 2016, the
State Council passed the approval for Henan Province to establish a new free trade zone
which encompasses provincial capital city Zhengzhou and two other cities in Henan
Province, Luoyang, and Kaifeng. It is expected to implement a modern three-dimensional
transportation and logistics system by expediting the construction of north, south, and east
infrastructural links. The zone will also focus on transforming Henan Province into a
state-of-the-art integrated hub which will serve as a key location along the “One Belt, One
Road (—7# —#%)” connection with Eurasia. The zone was officially established in April
2017.

The table below sets forth the GDP, value added of three major industries, fixed asset
investments as well as total import and export volume of Henan Province from 2010 to 2015:

For the year ended December 31, CAGR

2010 2011 2012 2013 2014 2015 (2010-2015)

(in billions of RMB, unless otherwise indicated and except percentages)

Nominal GDP .....ooooiiiiiiiiiii e 2,309 2,693 2,960 3,219 3,494 3,700 9.9%
Value added of the primary industry .................. 326 351 377 397 416 421 5.2%
Value added of the secondary industry............... 1,323 1,543 1,667 1,674 1,782 1,792 6.3%
Value added of the tertiary industry ................... 661 799 916 1,148 1,296 1,488 17.6%
Total fixed asset investments ...........coceeeveneennnnss 1,659 1,777 2,145 2,609 3,078 3,566 16.5%
Total import and export volume

(in billions of USS$) ..ooeeeiiiiiiiiiiiiieieiiiees 18 33 52 60 65 74 32.7%
Source: NBS
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CHINA’S BANKING INDUSTRY
Overview

China’s banking industry has grown rapidly in the last decade, primarily driven by strong
macroeconomic growth in China. From 2011 to 2016, aggregate RMB-denominated loans and deposits
of China’s banking institutions grew at a CAGR of 14.2% and 13.2%, respectively. The table below
sets forth information on the aggregate RMB- and foreign currency-denominated loans and deposits
of China’s banking institutions as of the dates indicated:

As of December 31, CAGR

2011 2012 2013 2014 2015 2016 (2011-2016)

Renminbi-denominated bank loans

(in billions of RMB) ... 54,794 62,991 71,896 81,677 93,954 106,604 14.2%
Renminbi-denominated bank deposits (in

billions of RMB) ........ouvviiiiiiiiiiiiiiiiiiiiiiieeeees 80,937 91,755 104,385 113,864 135,702 150,586 13.2%
Foreign currency-denominated bank loans (in

billions of USS$) ..oooeiviriiiiiiiiiiiiiiiieceeiis 539 684 777 835 830 786 7.8%
Foreign currency-denominated bank deposits (in

billions of US$) ... 275 406 439 573 627 712 20.9%

Source: PBoC

The table below sets forth certain information of financial institutions in the banking industry of
China as of the dates or for the years indicated:

As of December 31,

2010 2011 2012 2013 2014 2015

(in billions of RMB, except percentages)

ASSCES ittt 95,305 113,287 133,622 151,355 172,336 199,345
Liabilities ......oveiiiiiiiiiiiii 89,473 106,078 124,952 141,183 160,022 184,140
Shareholders’ equity ... 5,832 7,209 8,671 10,172 12,313 15,205
Profit after tax ..o 899 1,252 1,512 1,744 1,928 1,974
NPL 1atio ....coooeiiiiiiiiiiiii 1.1% 1.0% 1.0% 1.0% 1.2% 1.7%

Source: CBRC

In the last decade, Large Commercial Banks, many Nationwide Joint-stock Commercial Banks
and certain City Commercial Banks have improved their capital base, asset quality and profitability
through capital market practices such as private placements, public offerings, and adopting the
management practices in line with international standards.
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The table below sets forth certain information on China’s banking industry by type of banking
institution as of and for the year ended and as of December 31, 2015.

Total equity attributable

Total assets to shareholders Profit after tax
CAGR CAGR CAGR
Number of Market (2010- Market (2010- Market (2010-

institutions Amount share 2015) Amount share 2015) Amount share 2015)

(in billions of RMB, except the number of institutions and percentages)

Large Commercial

Banks ....coooeeiiiiiiiiinnnil 5 78,163 39.2% 10.8% 6,123 40.3% 16.4% 893 452% 11.6%
Nationwide Joint-stock

Commercial Banks ..... 12 36,988 18.6% 19.9% 2,321 153% 23.2% 337 17.1% 19.9%
City commercial banks.... 133 22,680 11.4% 23.6% 1,548 10.2% 26.3% 199 10.1% 20.9%
Rural cooperative

financial

institutions"............... 2,303 24,651  12.4% 18.3% 1,783 11.7%  24.6% 223 11.3% 26.4%
Foreign banks ................. 40 2,681 1.3% 9.0% 351 2.3% 13.7% 15 0.8% 14.5%
Other banking

institutions® ............. 1,768 34,182 17.1% 20.9% 3,079 20.3% 28.1% 306 15.5% 26.6%
Total .......ccooeeeiiiiiiiinnnis 4,261 199,345 100.0% 15.9% 15,205 100.0% 21.1% 1,974 100.0% 17.0%

Source: CBRC Annual Report 2015

(I)  Comprise rural credit cooperatives, rural commercial banks and rural cooperative banks.

(2)  Comprise policy banks, private banks, Postal Savings Bank of China, new-type rural financial institutions (including
village and township banks, rural financial corporations and rural mutual cooperatives) and other non-banking
institutions (including financial asset management companies, Sino-German Bausparkasse, trust companies, group
financial companies, financial leasing companies, money brokerage firms, auto finance companies, consumer finance

companies).
City Commercial Banks

City commercial banks are banks with branches at the municipal or higher levels, established
under the PRC Company Law and the PRC Commercial Banking Law from predecessor urban credit
cooperatives with the approval of the CBRC. According to the CBRC’s 2015 Annual Report, as of
December 31, 2015, there were 133 city commercial banks in China. City commercial banks have
played active roles in maintaining regional financial stability, promoting market competition,
facilitating access to financial services, and easing funding pressures for small and micro enterprises.
According to the CBRC, the total assets of city commercial banks as a percentage of total assets of
the banking industry in China increased from 8.2%, or RMB7,853 billion, as of December 31, 2010
to 11.4%, or RMB22,680 billion, as of December 31, 2015, representing a CAGR of 23.6%, higher
than other types of commercial banks. In addition, some city commercial banks have, in accordance
with regulations issued by the CBRC, begun developing diversified business models, such as
establishing consumer finance companies and financial leasing companies.

Leveraging their understanding of local markets and relationships with local customers, city
commercial banks are generally well-positioned to capture opportunities and market trends in local
areas.
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The table below sets forth certain information relating to city commercial banks in China as of
the dates indicated.

As of December 31,

2010 2011 2012 2013 2014 2015

(in billions of RMB, except percentages)

ASSCES ettt 7,853 9,985 12,347 15,178 18,084 22,680
Liabilities ...oveeeiiiiiiiiiiieeciiiiiii e 7,370 9,320 11,540 14,180 16,837 21,132
Shareholders’ equity ........ccccoeeeviiiiiinnnennnnn. 482 664 808 997 1,247 1,548
Profit after tax .......ccoooeeeiiiiiiiiiiniiiiiiiinnn. 77 108 137 164 186 199
NPL 1atio ..oooveeeiiiiiiiiiieeeeiiiiiie e 0.9% 0.8% 0.8% 0.9% 1.2% 1.4%

Source: CBRC Annual Report 2015
HENAN PROVINCE’S BANKING INDUSTRY

The banking industry in Henan Province has experienced rapid growth along with the
development of Henan Province’s economy. According to the Henan Statistical Yearbook published by
the Statistical Bureau of Henan, as of December 31, 2016, the total deposits and loans of the financial
institutions in the banking industry of Henan Province were RMB5,498.0 billion and RMB3,714.0
billion respectively, representing CAGRs of 15.5% and 16.0% as compared to December 31, 2011,
respectively.

The table below sets forth the total balance and average CAGR of the deposits and loans of
financial institutions in the banking industry of Henan Province as of the dates indicated:

As of December 31, CAGR

2011 2012 2013 2014 2015 2016  (2011-2016)

(in billions of RMB, except percentages)

Total deposits .......cccoooiiiiiiiiiiiiiiiiiiiis 2,677.5 3,197.0 3,759.1 4,193.1 4,828.2 5,498.0 15.5%
Total loans ...........ccooeiiiiiiii 1,764.9 2,030.4 2,351.1 2,758.3 3,179.9 3,714.0 16.0%

Source: CBRC Henan Office
COMPETITIVE LANDSCAPE

As a city commercial bank based in Henan Province, we mainly compete with other commercial
banking institutions with operations in Henan Province. As of December 31, 2016, our total assets,
total deposits from customers, total loans to customers and total equity were RMB433,071.4 million,
RMB245,352.8 million, RMB164,888.5 million, RMB35,498.6 million, respectively. In 2016, our net
profit was RMB3,360.1 million. According to CBRC Henan Office, we ranked the first among all city
commercial banks headquartered in Henan Province in terms of total assets, total deposits from
customers, total loans to customers and total shareholders’ equity as of and for the year ended
December 31, 2016.
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The table below sets forth key performance indicators as compared to other four city commercial
banks in Henan Province as of and for the year ended December 31, 2016.

As of and for the year ended December 31, 2016

Total
Total Total shareholders’ Operating Total Total
outlets assets equity income Net profit deposits loans

(in millions of RMB, except for the number of outlets)

Our Bank™ ..o 439 433,071 35,499 11,804 3,360 245,353 164,389
Bank of Zhengzhou Co., Ltd. ®....... 132 366,148 21,861 9,981 4,045 216,390 111,092
Bank of Luoyang Co., Ltd. @ .......... 156 183,076 13,871 5,326 2,275 114,281 61,645
Jiaozuo Bank of China Travel

Service Co., Ltd.® ... 70 61,209 6,959 1,784 545 33,954 23,837
Bank of Pingdingshan Co., Ltd.® ... 38 71,082 7,047 1,903 610 45,794 28,990
Total......oooovviiiiiiniii 835 1,114,586 85,237 30,798 10,835 655,772 390,453
Sources:

(1)  Financial data are prepared in accordance with IFRS.
(2) 2016 Financial Report of Bank of Zhengzhou.
3) CBRC Henan Office.

INDUSTRY TRENDS
Deepening of the Interest Rate Liberalization

In the PRC, interest rates on RMB-denominated loans and deposits are set by commercial banks
with reference to the benchmark interest rates on loans and deposits published and adjusted from time
to time by PBoC. In recent years, as part of the government’s efforts to reform the financial system
to support its balanced and sustainable growth, China has implemented a series of initiatives to move
towards market-based lending and deposits rates.

In July 2013, the PBoC abolished the floor rates for RMB-denominated loans (excluding interest
rates on residential mortgage loans). In October 2015, the PBoC removed the cap on deposit interest
rates for commercial banks. Effective May 1, 2015, The Deposit Insurance Regulations ( {£7 K & b
f51)) paved the way for a smooth establishment of a deposit insurance system in China which would
thereby push ahead the liberalization of the interest rate mechanism.

Although the on-going interest rate liberalization may give banks greater flexibility in deciding
lending and deposits rates, the overall impact of such scheme remains uncertain. The interest rate
liberalization may intensify pricing competition in the PRC banking industry, which could reduce their
net interest margins and profitability and affect their business performance and results of operations.

Strengthened Regulation and Supervision

In recent years, the PBoC and the CBRC have promulgated a series of regulations to enhance the
regulation and supervision of China’s banking industry and cultivate an orderly market for
competition. These regulations aim to, among other things, strengthen supervision over capital
adequacy, enhance risk management, improve modern corporate governance and enhance regulation of
Internet finance. The CBRC has also issued a series of regulatory requirements on the real estate
industry and local government financing vehicles, wealth management products as well as interbank
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business, requiring commercial banks in China to strengthen risk control over each of these types of
business. For more information, please see “Supervision and Regulation”. As a result, financial
institutions in China, including banks, are expected to continue to improve the quality of its loans and
the integrity of its risk management systems.

Challenges and Opportunities Arising from Internet Finance

Traditional banking services are facing increasingly fierce challenges from financial services
utilizing Internet technologies, such as online or mobile banking services, peer-to-peer financing
products and settlement services provided by online or mobile commercial platforms, or electronic
currencies. With further penetration of Internet in China, it is expected that banks have to further
invest innovative products and services that utilize latest technologies with convenient accesses and
cost-efficient management to successfully maintain their competitiveness and capture active market
demand. As a result, the transition from providing services only through physical networks to
integrating outlets with electronic and Internet-based channels, has become and will continue to be a
major focus for commercial banks in China.

Increasingly Important Role of City Commercial Banks in China

Unlike large commercial banks and nationwide joint-stock commercial banks, city commercial
banks are generally permitted to provide banking services only within certain geographic regions.
Guided by policies issued by relevant regulatory authorities, city commercial banks should continue
to pursue differentiation and unique development strategies, take full advantage of their “small, quick
and flexible” features, and focus on providing a wider range of financial services to small and micro
enterprises together with urban and rural residents in the local areas.

In recent years, certain city commercial banks have initiated programs including restructuring,
introducing of strategic investors, or initial public offerings so as to strengthen their capital base. In
addition, some city commercial banks have, in accordance with regulations issued by the CBRC,
begun developing diversified operations business models, for example establishing consumer finance
companies and financial leasing companies.

Increasing Importance of Banking Services to Small and Micro Enterprises

A huge number of small and micro enterprises in China have been playing an increasingly
significant role in the economic growth. To better facilitate the development of small and micro
enterprises and meet their financing demands, the State Council, the PBoC and the CBRC have taken
measures to encourage financial institutions to offer innovative financial products and credit services
to them. These include the following:

o Broader coverage and higher-quality services. Commercial banks are encouraged to expand
their distribution networks and scale their business by launching more kinds of products,
which could target more small and micro enterprises. In addition, they are encouraged to
improve their service quality;

° Lower reserve ratio. In June 2014, the PBoC lowered the RMB statutory deposit reserve
ratio by 0.5% for commercial banks which satisfied the prudent operational requirements
for granting loans to small and micro enterprises and borrowers in the agricultural industry
or located in rural areas. In February 2015, the RMB statutory deposit reserve ratio for
commercial banks that satisfy conditions mentioned above was further lowered by 0.5%;
and
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° Tailor-made products. The CBRC encourages banking institutions to put more efforts in
designing tailor-made financial products that specifically meet small and micro enterprises’
financing needs, for example, adjusting the maturity of the products that matches the cash
flow of small and micro enterprises.

In January 2016, the State Council issued the Plan for Promoting Inclusive Finance (2016-2020)
(e 7 5 B 4 7l % S A #1(2016-20204F)), encouraging large banks to accelerate the establishment of
specialized institutions for small and micro enterprises and supporting the registration and issuance
of small and micro enterprises bonds by commercial banks to increase their financing sources. With
commercial banks’ focus and the constant support from favorable government policies, it is expected
that banking services for small and micro enterprises will become more crucial in the overall banking
business in China.

Increasing Demands for Personal Finance

With the rapid growth of the PRC economy, the per capita income of domestic residents in China
has been increasing in the past three decades. According to the NBS, urban households’ per capita
disposable income increased from RMB21,810 in 2011 to RMB33,616 in 2016, at a CAGR of 9.0%,
which indicates the growing consumption of domestic residents.

The table below sets forth the per capita disposable income of PRC domestic urban households,
the total amount of RMB-denominated deposits of urban and rural households, the total amount of
PRC domestic personal RMB-denominated loans and their percentage of total domestic loans for the
years indicated:

For the year ended December 31, CAGR

2011 2012 2013 2014 2015 2016 (2011-2016)

Per capita disposable income of urban
households (RMB) ........ccccccviiiiiiiiiiiiiiii. 21,810 24,565 26,955 28,844 31,195 33,616 9.0%

Total amount of RMB-denominated deposits of
urban and rural households (in billions of
RMB) oo 34,364 39,955 44,760 48,526 54,607 59,775 11.7%

Total amount of domestic personal
RMB-denominated loans (in billions of
RMB) oo 13,601 16,131 19,850 23,141 27,021 33,361 19.7%

As a percentage of total domestic loans............. 24.9% 25.7% 27.7% 28.4% 28.8%  31.29% N/A

Source: NBS, National Economic and Social Development Statistics Bulletin and PBoC

As a result of accumulated personal wealth of domestic residents and growing disposable income
of urban and rural households, PRC customers have been looking for more diversified personal
financial products and services. Such trend has thereby become a major driving force for PRC
commercial banks’ growth.

Following such trend, PRC commercial banks have begun offering personalized and customized
products and services for a growing number of mid- and high-end customers, for instance, wealth
management products, asset management services and private banking services, to meet their
diversified wealth managing demands.
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According to the 2016 China Wealth Report, jointly issued by Boston Consulting Group and
China Industrial Bank, from 2015 to 2020, the investable financial assets of high net worth individuals
(HNWIs) are forecasted to increase at an average annual rate of 15%, significantly higher than the
projected GDP growth rate of 6.5% in China over the same period. With such an expanding class of
wealthy individuals and growing demands for wealth management services, it is expected that personal
finance business provided by commercial banks will continue to grow in the PRC banking industry.

The Development of Venture Lending Brings More Opportunities for Commercial Banks

Restricted by PRC Commercial Banks Law (% A R ILFE 5 2481715 ) ), commercial banks
are generally not allowed to make any equity investments in non-bank financial institutions and
enterprises. However, as the equity financing for enterprises has become growingly popular and
important in recent years, commercial banks’ traditional business model of deposit and loan services
has no longer been able to satisfy the corporate banking customers’ various financing needs.

In April 2016, the CBRC, the Ministry of Science and Technology and PBoC jointly issued the
Guidance Opinion on Supporting Banking Financial Institutions Making Venture Lending in Science
and Technology Innovation Start-up Companies (Yinjianfa [2016] 14) (B SZHER1T 2E 5 MBI
AN 77 B J LA A 61 B Bl B A 5 B ) (SR ES9$(2016)14%%)), which approves a pilot
program to allow certain commercial banks to explore innovative investment model in which a
commercial bank extends loans to, while its subsidiaries which have investing functions, make equity
investments in science and technology innovation start-up companies.

It is expected that commercial banks are going to benefit from such innovative investment model
through which they are able to share the benefits of the growth of start-up companies while at the same
time supporting the companies’ development. In addition, by cooperating with investment companies
which have extensive experience in investing, commercial banks are able to identify and control risks
more effectively. Overall, such innovative investment model will provide the commercial banks with
broader investing channels and greater investing flexibility, which will thereby upgrade their
traditional business operations and enable them to become more competitive in the financial market.
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OVERVIEW

The banking industry in the PRC is highly regulated. The principal regulatory authorities of the
PRC banking industry include the China Banking Regulatory Commission (“CBRC”) and the People’s
Bank of China (“PBoC”). The CBRC is responsible for supervising and regulating banking
institutions. PBoC, as the central bank of the PRC, is responsible for formulating and implementing
monetary policies. The principal laws and regulations relating to the PRC banking industry mainly
include the PRC Commercial Banking Law, the PRC PBoC Law and the PRC Banking Supervision and
Regulatory Law, and respective rules and regulations established thereunder.

HISTORY AND DEVELOPMENT OF THE REGULATORY FRAMEWORK

Established on December 1, 1948, PBoC was initially the primary regulator of the financial
industry in the PRC. In January 1986, the State Council issued the Interim Regulations of the PRC on
the Supervision of Banks ("3 A 1R SR 1745 #LE 17 451) ), which explicitly provided, for the
first time, that PBoC was the central bank of the PRC and the regulatory authority of the PRC financial
industry.

The current regulatory framework of the PRC banking industry began to emerge in 1995 with the
promulgation of the PRC PBoC Law and the PRC Commercial Banking Law. The PRC PBoC Law,
which was promulgated in March 1995, provided for the scope of responsibilities and the
organizational structure of PBoC, and authorized PBoC to administer the Renminbi, implement
monetary policies and regulate and supervise the PRC financial industry. The PRC Commercial
Banking Law was promulgated in May 1995 and set out the fundamental principles of operations for
PRC commercial banks.

Since 1995, the regulatory regime of the PRC banking industry has undergone further significant
reform and development. The CBRC was established in April 2003 and took over from PBoC its role
as the primary regulator of the PRC banking industry. The CBRC was mandated to implement reforms,
minimize overall risks, promote stability and development and enhance the international
competitiveness of the PRC banking industry. In December 2003, the PRC Commercial Banking Law
and the PRC PBoC Law were amended.

On February 1, 2004, the PRC Banking Supervision and Regulatory Law (< B4R 17 3£ B B4 55
FEEE)) came into effect and set out the regulatory functions and responsibilities of the CBRC. On 31
October 2006, the PRC Banking Supervision and Regulatory Law was amended and came into force
with effect from 1 January 2007.

On August 29, 2015, the Standing Committee of the National People’s Congress promulgated the
Decision of the Standing Committee of the National People’s Congress on the Amendment to the PRC
Commercial Banking Law (2B AN RACER K G HHZ B GRS (haE AR ILFE p LR AT )
3] H%%%. The amended PRC Commercial Banking Law was effective from October 1, 2015.

PRINCIPAL REGULATORS
CBRC
Functions and Powers

The CBRC is the principal regulatory authority for financial institutions of the banking industry
in the PRC, responsible for the supervision and regulation of banking institutions operating in the
PRC, including commercial banks, urban credit cooperatives, rural credit cooperatives, other public
deposit-taking financial institutions and policy banks, as well as certain non-banking financial
institutions. The CBRC is also responsible for the supervision and regulation of the entities
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established by domestic financial institutions outside the PRC and the overseas operations of the
above-mentioned banking and non-banking financial institutions. According to the PRC Banking
Supervision and Regulatory Law as amended in 2006 and relevant regulations, the CBRC’s primary
regulatory responsibilities include:

° formulating and issuing regulations and rules governing banking institutions and their
activities;

° examining and approving the establishment, change and termination of banking institutions
and their scope of business, as well as granting financial licenses to commercial banks and
their branches and sub-branches;

° regulating the business activities of banking institutions, including their products and
services;

° approving and overseeing qualification requirements for directors and senior management
of banking institutions;

° setting prudent guidelines and standards for risk management, internal control, capital
adequacy, asset quality, allowance for impairment losses, risk concentration, related party
transactions and asset liquidity requirements for banking institutions;

° conducting on-site examinations and off-site surveillance of the business activities and risk
levels of banking institutions;

° establishing emergency treatment programs with relevant authorities and formulating
emergency treatment plans;

° imposing corrective and punitive measures for violations of the relevant banking
regulations;

° preparing and publishing statistics and financial statements of national banking institutions;
and

° taking over or procuring the restructuring of a banking institution which may materially
impact the legitimate rights and interests of depositors and other customers when a credit
crisis has occurred or may occur.

Examination and Supervision

The CBRC, through its headquarters in Beijing and its bureaus throughout the PRC, monitors the
operations of banks and their branches through on-site examinations and off-site surveillance. On-site
examinations generally include inspecting a bank’s business premises and electronic data systems,
interviewing its employees, senior management and directors for an explanation of significant issues
relating to its operations and risk management, as well as reviewing relevant documents and
information materials maintained by the bank. Off-site surveillance generally includes reviewing
business reports, financial statements and other reports regularly submitted by banks to the CBRC.

If a banking institution is not in compliance with the relevant banking regulations, the CBRC is
authorized to impose corrective and punitive measures, including imposing fines, ordering the
suspension of certain business activities, withholding the approval for engaging in new businesses,
imposing restrictions on dividends and other forms of distributions and asset transfers, imposing an
order on controlling shareholders to transfer their equity interest or restricting the rights of the
relevant shareholders, imposing an order to adjust or restrict the rights of directors and senior
management, and suspending the opening of new branches and sub-branches. In extreme cases or when
a commercial bank fails to take corrective action within the time period specified by the CBRC, the
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CBRC may order the banking institution to suspend operations and may revoke its operation license.
When there is, or is likely to be, a credit crisis within a banking institution, which may materially
impact the legitimate interests of depositors and other customers, the CBRC may take over or procure
the restructuring of such banking institution.

PBoC and Inter-departmental Coordination Joint Meeting for Financial Supervision

As the central bank of the PRC, PBoC is responsible for formulating and implementing monetary
policies and maintaining the stability of the PRC financial markets. According to the PRC PBoC Law
and relevant regulations, the PBoC is empowered to perform the following primary duties:

° issuing and implementing orders and regulations in relation to its duties;

° formulating and implementing monetary policy in accordance with the law;

° issuing the Renminbi and administering its circulation;

° supervising and regulating the interbank lending market and the interbank bond market;

° implementing foreign exchange controls, supervising and regulating the interbank foreign
exchange market;

° supervising and regulating the gold market;

o holding, administering and operating state foreign exchange reserves and gold reserves;
° managing the national treasury;

° safeguarding the normal operation of payment and clearing systems;

° guiding and orchestrating anti-money laundering activities in the financial industry and
being responsible for monitoring fund flows in respect of anti-money laundering;

° being responsible for the statistics, surveys, analysis and forecasts of the financial industry;
and

° participating in international financial activities as the central bank of the PRC, etc.

On August 15, 2013, the State Council issued the Reply of the State Council on the Establishment
of the Inter-departmental Coordination Joint Meeting System for Financial Supervision (2% B B i
] 725 2 57 4 B A Woh R S IR O A & R ) B2 A9 L TE ) ), which authorizes the PBoC to take the lead at the
joint meetings, with CBRC, CSRC, CIRC and SAFE as the primary members. NDRC and MOF may
be invited to attend the joint meetings, when necessary.

MOF

MOF, a ministry under the State Council, is responsible for, inter alia, state finance, taxation,
accounting and management of state-owned financial assets. MOF supervises and regulates the
performance appraisal and remuneration system of the senior management of state-owned banks, and
banks’ compliance with the China Accounting Standards for Business Enterprises ({3 &5 HEH]))
and the Financial Rules for Financial Enterprises ({#fl{>ZEM#HAIY). MOF’s primary duties
include:

° issuing and implementing financial and taxation strategies, plans, policies and reform
measures;
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drafting laws, regulations and rules concerning fiscal, financial and accounting
management;

managing state-owned financial assets, administering the appraisal of state-owned assets
and participating in drafting the relevant systems for governing the management of
state-owned financial assets; and

supervising and examining the implementation of financial and taxation rules and policies,
reporting on critical issues in the management of fiscal income and expenditure and
managing the financial supervision commissioners’ office.

Other Regulatory Authorities

In addition to the above regulators, commercial banks in the PRC are also subject to the
supervision and regulation by other regulatory authorities, including the SAFE, SAIC, CSRC, CIRC,
NAO, SAT and NDRC and their authorized branches.

LICENSING REQUIREMENTS FOR ADMISSION TO THE INDUSTRY

Basic Requirements

Currently, the establishment of a city commercial bank requires the CBRC’s approval and
issuance of a business operation license. Pursuant to the current regulatory requirements, the CBRC
will generally not approve an application to establish a city commercial bank unless certain conditions
are satisfied, including but not limited to:

the articles of association must be in compliance with the PRC Company Law ({1 [ /A ]
%)), the PRC Commercial Banking Law and the relevant requirements of the CBRC;

the registered capital must be paid-in capital, and the minimum registered capital is
RMB100 million for a city commercial bank;

the directors and senior management possess the requisite qualifications and the proposed
commercial bank has qualified practitioners who are familiar with the banking business;

the organizational structure and the management system are sound;

the business premises, safety and security measures and other facilities are suitable for
business operation; and

the information technology structure which satisfies the needs of business operation has
been set up, the information technology system supporting business operation is necessary,
safe and complies with the relevant laws and regulations, and possesses the technologies
and measures to ensure its effectiveness and safety.

Significant Changes

City commercial banks are required to obtain approval from the CBRC or its local branches to
undertake significant changes, including:

change of name of head office, a branch or sub-branch;
change of registered capital;
change of domicile of headquarters, a branch or a sub-branch;

adjustment of business scope;
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° change of form of organization;
° change of shareholders holding 5% or more of the bank’s total capital or shares;
° investments in the equity interest in the bank by an overseas financial organization;
° amendments to the articles of association;
° opening or closing a branch or a sub-branch;
° merger or spin-off; and
° dissolution and bankruptcy.
Establishment of Branches

Branches within the province (or autonomous regions or directly administered municipalities)
where the bank is registered

To establish a local branch, a city commercial bank must apply to the relevant local office of the
CBRC in the province (or autonomous regions or directly administered municipalities) where it is
registered for approval and issuance of a finance license. On April 16, 2009, the General Office of the
CBRC issued the Opinions on Adjusting the Licensing Policies for the Establishment of Branch
Outlets by Small and Medium Commercial Banks (for Trial Implementation) (CERA H/INPE 28R 1T 50
SRR T 5 ME N BUR B9 i R L(8U1T)) ), pursuant to which:

° the establishment of branches and sub-branches by city commercial banks is no longer
subject to the unified working capital requirement; and

° the number of branches and sub-branches of a city commercial bank within the province
(autonomous region or directly administered municipality) where it is registered is no
longer subject to any limit.

Branches outside the bank’s residence province (or autonomous region or directly administered
municipality) where the bank is registered

For a city commercial bank to establish branches outside the province (or autonomous region or
directly administered municipality) where it is registered, an approval from the CBRC is required. The
Opinions on Adjusting the Licensing Policies for the Establishment of Branch Outlets by Small- and
Medium Commercial Banks (for Trial Implementation) (KRR A 70N P SE SR AT 43 S A A T 35 HE N IBUR
(1) 98 B & WLl 1T))) provides for a “Three-Step” principle for establishing branches by a city
commercial bank outside the province (or autonomous region or directly administered municipality)
where it is registered, i.e., opening branches within the province where it is registered preceding
opening any branch in other provinces; opening branches within the local economic region preceding
opening any branch in other economic regions; and, thereafter opening branches without geographical
restrictions in the country. Since 2011, the CBRC has temporarily suspended approval on new
applications from city commercial banks seeking to expand and establish branches outside their
residence provinces. We have no branches outside Henan Province so far. We are subject to the
CBRC’s temporary suspension on the expansion of city commercial banks beyond their residence
province and further changes thereto. Our application to establish branches and sub-branches in Henan
Province will not be affected by the CBRC’s temporary suspension of approval policy.
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Scope of Business

Under the PRC Commercial Banking Law, commercial banks in the PRC are permitted to engage
in the following activities:

° taking deposits from the public;
° extending short-term, medium-term and long-term loans;

° effecting domestic and overseas payment settlements;

° accepting and discounting instruments;

° issuing financial bonds;

° acting as the issuing agent, payment agent and underwriter of government bonds;
° trading government bonds and financial bonds;

° engaging in interbank lending;

° trading foreign exchange as principal or agent;

° engaging in bank card business;

° providing letters of credit and guarantee services;

° collecting and make payment as agents and acting as insurance agents;

° providing safe deposit box service; and

° other businesses approved by the banking regulatory authorities under the State Council.

Commercial banks in the PRC are required to set forth their scope of business in their articles
of association and submit their articles of association to the CBRC or its local branches for approval.
Currently, subject to approval by SAFE or its local branches, commercial banks may engage in
settlement and sales of foreign exchange.

REGULATION ON PRINCIPAL COMMERCIAL BANKING ACTIVITIES
Lending

To control risks relating to the extension of credit, PRC banking regulations require commercial
banks to: (i) establish a strict and centralized credit risk management system; (ii) set up standard
operating procedures for each step in the extension of credit process, including conducting due
diligence investigations before granting credit facilities, monitoring borrowers’ repayment ability and
preparing credit assessment reports on a regular basis; and (iii) appoint qualified risk control
personnel.

The CBRC has also issued guidelines and measures to control risks in connection with related
party loans. Please see “ — Corporate Governance and Internal Controls — Transactions with Related
Parties”.
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The CBRC and other relevant authorities have issued a number of regulations and rules
concerning loans and credit granted. Set out below is a summary of some of these rules and
regulations.

° Under the Guidelines on Risk Management of Mergers and Acquisitions Loans for
Commercial Banks (2817 f W SRS #4651 )) promulgated by the CBRC on
February 10, 2015, commercial banks are required to establish and implement business
procedures and internal control systems after reporting the same to the CBRC. A
commercial bank may not finance mergers and acquisitions unless it has, amongst others:
(i) a sound risk management system and an effective internal control system; (ii) a capital
adequacy ratio of no less than 10%; (iii) all regulatory indicators comply with regulatory
requirements; and (iv) there is a professional team responsible for due diligence and risk
assessment of merger and acquisition loans. These guidelines also set out requirements on
assessment and control of risks associated with mergers and acquisitions, such as overall
strategic risk, legal and compliance risk, integration risk, operational risk and financial
risk. Where cross-border transactions are involved, analysis on, among other things,
country risk, exchange rate risk and risk of cross-border remittance of funds are also
required. The total balance of merger and acquisition loans approved by a commercial bank
is subject to a cap of no more than 50% of its net tier-one capital for the corresponding
fiscal period. Commercial banks are required to set up a corresponding exposure limits
system for merger and acquisition loans by individual customer, group customer, industry,
and country or region, in accordance with its business development strategies for merger
and acquisition loans business, and report to the CBRC or its branch. The balance of merger
and acquisition loans approved by a commercial bank to an individual borrower may not
exceed 5% of the net tier-one capital of the bank for the corresponding fiscal period. A
merger and acquisition loan may not exceed 60% of the underlying transaction price. The
tenor of merger and acquisition loans may not exceed seven years;

° Under the Interim Measures for the Administration of Fixed Asset Loans ([l 7€ & & £ 3K
EMEATHEE)) promulgated by the CBRC on July 23, 2009, commercial banks are
required to improve their internal control system, manage the entire lending cycle, establish
a risk management system for fixed asset loans and an effective mechanism for balancing
different positions. Commercial banks are also required to strengthen the management of
the use of loan proceeds and improve the management of granting and repayment of loans.
In addition, commercial banks are required to agree with borrowers on contractual terms
that are material to controlling credit risks, and establish a loan quality monitoring system
and a loan risk alert system; and

° The Interim Measures for the Administration of Working Capital Loans ({8 & & 8 35E

P17 ##¥%) ), promulgated by the CBRC on February 12, 2010, requires commercial banks
to establish effective internal control and risk management systems in order to monitor the
use of working capital loans and get full access to customer information. Commercial banks
are required to take reasonable and prudent measures to assess the borrower’s actual
borrowing needs based on its business operations. The amount of loans granted may not
exceed the borrower’s actual working capital needs for its business operations. Commercial
banks are also required to set out written rules to ensure that working capital loans are used
for legitimate purposes. In particular, these loans may not be used for investments in fixed

assets, equity investments or for other prohibited purposes.
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In addition, the CBRC and other relevant authorities have issued a number of regulations and
rules concerning loans and credit granted to certain specified industries and customers in an effort to
control credit risk of PRC commercial banks or for macroeconomic control purposes. Set out below
is a summary of certain rules and regulations applicable to us.

The Guidelines on the Risk Management of Risks of Credits Granted by Commercial Banks
to Group Borrowers ({HiZESRITHEI% F #2245 5585 & #4651 )) promulgated by the
CBRC on June 4, 2010 requires commercial banks to establish risk management systems for
the group borrower credit business and report the same to the banking regulatory authorities
for filing. If the credit balance of a commercial bank to a single group borrower exceeds
15% of its net capital, the commercial bank is required to take remediation measures to
diversify the risks through syndicated loans, loan participation and loan transfer. In line
with its prudent supervision requirement, the banking regulatory authorities may lower the
ratio of the relevant credit balance;

The Interim Measures for the Administration of Personal Loans ({fE A& E 1T

W% )) promulgated by the CBRC on February 12, 2010 requires commercial banks to
establish an effective full-process management framework and risk management system for
personal loans and specify certain required conditions for personal loan applications. This
rule also requires that the use of personal loans complies with relevant laws and policies.
Commercial banks are required to specify the purpose of such personal loans in loan
agreements and may not extend personal loans with no designated purpose;

The Guidelines on Project Finance Business ({JH H fil & %545 5])) promulgated by the
CBRC on July 18, 2009 requires banking institutions to establish a sound operational
process and risk management system. Banking institutions are required to fully identify and
evaluate risks associated with the project construction and operation, including policy risk,
financing risk, completion risk, product market risk, overspending risk, raw material risk,
operational risk, exchange rate risk, environmental risk and other related risks. Banking
institutions are also required to focus on borrowers’ repayment ability and evaluate risks
associated with the project by focusing on the aspects of technical feasibility, financial
viability and loan repayment sources of the project. In addition, banking institutions must
ensure that borrowers set up a designated account to receive all revenue from the project,
and must monitor such account and take actions in case of unusual movements;

The Administrative Measures on Automobile Loans (% H & 3 #H#7% ) ) promulgated by
the CBRC on August 16, 2004 requires commercial banks to establish a credit rating system
and monitoring system in connection with automobile loans. These measures also set out
certain required conditions in relation to applications for automobile loans. In addition,
these measures limit the principal amount of automobile loans to 80% of the price of
vehicles for self-use purposes, 70% of the price of vehicles for commercial purposes and
50% of the price of second-hand vehicles. Commercial banks are also required to ensure
that borrowers provide mortgages over their vehicles or other types of guarantees for
automobile loans;

The Guiding Opinions of PBoC, CBRC, CSRC and CIRC on Further Supporting
the Restructuring and Revitalization of Key Industries and Curbing Overcapacity in
Certain Industries through Financial Services (I AN R#R1T ~ RE & - FEe - RET
3R A 3 — 0 U <6 PR B S AR B E R IR BRI ) B AT SE E AR AR R SR L))
promulgated by the PBoC, CBRC, CSRC and CIRC on December 22, 2009 provides that
banking institutions should, in compliance with the Notice of the State Council on
Ratifying and Forwarding the Several Opinions of the National Development and Reform
Commission and Other Ministries on Curbing Overcapacity and Redundant Construction in
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Certain Industries and Guiding the Sound Development of Industries (€[B%5 B it # 5% J2 ok
L 2 A S T R U0 1) 23 AT 2 S R AR R R B A A S A SRR R B RS T R A RE ) )
and in response to the national industrial policy and financial control requirements, grant
credit based on the principle of differentiated treatment. For enterprises and projects that
revitalize key industries, meet market entry requirements and comply with the bank’s
lending policy, credit should be granted in a timely and efficient manner. For enterprises
and projects that fail to satisfy the abovementioned conditions, credit should not be granted.
For projects in industries with overcapacity, credit should be approved only after strict
examination;

The Notice of CBRC on the Publication and Distribution of Green Credit Guidelines ({*
B £ B R A B E Ak 6 (5 B8 5| 9 4E A1) ) issued by the CBRC on February 24, 2012
requires banking institutions to support energy saving, emission reduction and
environmental protection, and caution against the environmental and social risks of their
customers. Under these Guidelines, banking institutions are required to effectively identify,
measure, monitor and control environmental and social risks in the course of their credit
business, and to establish the relevant risk exposure management systems. Banks are also
required to explicitly declare their support for green credit, formulate specific guidelines
for granting credit facility to restricted industries and industries with material
environmental and social risks, carry out flexible differentiated credit granting policies, and
implement risk management systems. Specifically, banking institutions are required to
consider the characteristics of customers, conduct comprehensive due diligence
investigations on environmental and social risks and are prohibited from granting credit to
customers that fail to comply with relevant requirements of environmental and social
performance. For customers with material environmental and social risks, banking
institutions shall request such customers to submit environmental and social risk reports
and add in specific terms on the control of such risks in the loan agreements. Moreover,
banking institutions are required to implement specialized post-lending management
measures for customers with potential material environmental and social risks, and adopt
proper mitigating measures in a timely manner and report to the regulatory authorities upon
occurrence of incidents of material environmental and social risks;

The Notice of CBRC and National Development and Reform Commission on the
Publication and Distribution of the Energy Efficiency Credit Guidelines ([ %R ¥ & -
FAE R MR 22 B e BN ENEE e AUE B 5 T 18 A1) ) issued by the CBRC and NDRC on
January 13, 2015 encourages banking institutions to grant credit to energy consuming
entities to facilitate energy saving and emission reduction. According to such Guidelines,
banking institutions may grant credit facilities to finance energy efficiency projects of
energy consuming entities and to finance energy management contracts undertaken by
companies providing energy saving services. Banking institutions are required to further
enhance its credit risk management capability for energy saving credit facilities through a
variety of methods, including (i) specifying the admission requirements for energy saving
projects, energy consuming entities and companies of energy saving services; (ii)
strengthening due diligence investigations that support energy efficiency credit and
obtaining overall knowledge of the borrower to assess risks; (iii) improving contract
management and post-disbursement management of energy efficiency credit; and (iv)
establishing credit monitoring and risk alert mechanisms;
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The Guidelines on the Management of Risks of Real Estate Loans Granted by Commercial
Banks ({PH2E4R1T 5 M e B E B & #EF5 51)) issued by the CBRC on August 30, 2004
require commercial banks to establish review and approval criteria for real estate loans
(including land reserve loans, property development loans, personal residential mortgage
loans, and commercial property mortgage loans) and to establish risk management and
internal control systems addressing market risk, legal risk and operational risk in the real
estate loan market. Commercial banks are not allowed to grant any form of loans to
borrowers who have not yet obtained land use right certificates and relevant permits. The
CBRC and its branches conduct periodic inspections on the implementation of these
guidelines;

The Notice of the State Council on Firmly Curbing Excessive Rise of Housing Prices in
Certain Cities (B [ B 7 B 48 il 35 40 ok 7 55 fE e B BRI 0 ) ) issued by the State
Council on April 17, 2010 requires commercial banks, among other things, to strengthen the
pre-lending examination and post-lending management of loans to real estate development
enterprises, and prohibits commercial banks from granting new development loans to real
estate developers which have idle land parcels or which are involved in land speculation
activities. The Notice of the General Office of the State Council on Further Regulation and
Control of the Real Estate Market (< [3 75 Bt #¥ 2 B B 7% 46 28 M0 s b e i 2 o #22 T AR i
1)) issued by the General Office of the State Council on February 26, 2013 further
prohibits commercial banks from providing loans for new development projects to real
estate developers which have illegal and non-compliance conduct such as hoarding idle
land and participating in speculative land trading, withholding property units to limit sales
and push up property prices;

The Notice of PBoC and CBRC on Further Improving Housing Financial Services ([
NESRAT ~ v B SR AT 26 W A PR 2 B & B 1 — 2D U 5 S IR 55 AR B8 0D ) issued
by the PBoC and CBRC on September 29, 2014 encourages banking institutions, among
other things, to support those squatter area reconstruction and affordable housing
construction projects that meet conditions for credit while keeping risks at a controllable
level and maintaining sustainable financial standing. The maturity of loans granted to
public rental housing and squatter area reconstruction may be extended to no more than 25
years. Subject to the need of risk prevention, banking institutions are required to allocate
their credit resources reasonably to support real estate enterprises with sound qualifications
and operational integrity to develop and construct ordinary commodity housing, and to meet
the reasonable financing demand for projects under construction and on-going construction
projects with good market outlook;

The Notice of PBoC and CBRC on Issues Concerning the Improvement of Differentiated
Housing Credit Policies (C(H'EIARSRAT ~ BSR4 T 36 B B8 B & B & B 52 35 22 R AT
Fo 5 B BUR A B R R #E 1) ) issued by the PBoC and CBRC on September 29, 2010,
which consistently implements the requirements of residential housing loans as stipulated
in the Notice of the State Council on Firmly Curbing Excessive Rise of Housing Prices in
Certain Cities (<<%%B;%E’élE&%H&?ﬁﬁ%ﬂ%Bﬁ%hﬁ?ﬁ%%fﬂﬁ%i@ﬁﬂ@ﬁ%ﬂ>>), requires all
commercial banks to suspend the granting of housing loans to families that purchase the
third or more residential properties or to non-local residents who are unable to provide
evidence of payments of local tax or social insurance of more than one year. Pursuant to
the notice, for a first-time purchaser of any commercial housing property, the minimum
down payment ratio is adjusted to 30%, while the minimum down payment for a second
home buyer is strictly imposed at not less than 50% of the purchase price with the interest
rate being no less than 110% of PBoC benchmark interest rates on loans.
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On September 29, 2014, the PBoC and CBRC issued the Notice of PBoC and CBRC on
Further Improving Housing Financial Services ({1 A RERTT ~ B MRATE B EE I %
B8 B A E— 25 T A 5 & R I B CAERY 28 %)), which sets the minimum down payment
ratio at 30% and the minimum interest rate at 70% of PBoC benchmark interest rates on
loans for a family purchasing a home for self-use for the first time. Banking institutions
should apply the policies for first home buyers to families who already own a residence,
have fully repaid the relevant residential mortgage loans, and are applying for a loan to
purchase another ordinary residential property to improve their living conditions.
Furthermore, in cities that have lifted or have not imposed the restrictions for property
purchasing, where a family that owns two or more residential properties and has repaid in
full all relevant loans and applies for a loan to purchase another residential property,
banking institutions shall prudently determine the down payment ratio and the loan interest
rate, taking into account the borrower’s ability to make repayment and credit standing;

On August 27, 2015, the Ministry of Housing and Urban-Rural Development of the PRC,
MOF and PBoC have jointly issued the Notice on Adjustment to the Minimum Down
Payment Ratio for Personal Housing Loans from the Housing Provident Fund ({f )7 Fl3ik
B BCAR ~ WA AR - b BN B SRAT B SR AL BT A0 B i (A AT BS R S A A  A K L
B %8 K1) ), pursuant to which if a household owns one residential property and has fully
repaid the corresponding mortgage loan and applies for an entrusted loan from the housing
provident fund again to purchase a residential property for upgrading purpose, the minimum
down payment ratio would be lowered from 30% to 20% with effect from September 1,
2015. Beijing, Shanghai, Guangzhou and Shenzhen may decide at their own discretion,
based on the uniform national policy and combined with their local practical circumstances,
the minimum down payment ratio for the purchase of the second residential property
financed by an application for housing provident fund entrusted loans;

The Notice of PBoC and CBRC on Issues Concerning the Further Improvement of
Differentiated Housing Credit Policies ([ A RSRAT ~ thEISRATE BB B M Z B g BN
- E AL EEEEBORA B EEA)) issued by the PBoC and CBRC on
September 24, 2015 requires that in cities where “restrictions on purchase” have not been
implemented, for households which apply for commercial individual housing loans for the
purchase of their first residential property, the minimum down payment ratio has been
adjusted to not less than 25%; the branches of the PBoC and CBRC shall observe the
principles of “providing guidance by categories, imposing policy by regions” to strengthen
communication with local governments, and according to the conditions of different cities
under their jurisdiction and based on uniform national credit policies, guidance on the
autonomous mechanism to determine the pricing of interest rate in all provincial level
markets shall be provided such that the minimum down payment ratio of commercial
individual housing loans shall be determined autonomously within the region under their
jurisdiction by considering the actual local conditions;

The Notice of PBoC and CBRC on Issues concerning Adjustment to the Housing Loan
Policies for Individuals ({9 B A RRTT ~ P EIMRAITEEEEME B BN HBMAEE
B IREUR A B W A28 A1) ) issued by the PBoC and CBRC on February 1, 2016 requires
that in cities where “restrictions on purchase” have not been implemented, for households
which apply for commercial individual housing loans for the purchase of their first
residential property, the minimum down payment ratio is 25% in principle, with downward
floating adjustment of 5 percentage points for all regions; if a household owns one
residential property but has not fully repaid the corresponding mortgage loan and applies
for a commercial individual housing loan again to purchase an ordinary residential property
for upgrading purpose, the minimum down payment ratio has been adjusted to not less than
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30%. In cities where “restrictions on purchase” have been implemented, policy on
individual housing loans will be implemented according to its original requirements.
Banking institutions should combine the minimum down payment ratio requirements, as
determined by autonomous mechanism for the pricing of interest rate in all provincial level
markets, with factors such as the policy of granting commercial individual housing loans
and risk prevention and controls of the respective banking institution, as well as other
factors, such as the creditworthiness and repayment ability of the borrower, to reasonably
determine the specific down payment ratio and interest rate level;

Pursuant to the requirements of, inter alia, the Notice of the State Council on Relevant
Issues Concerning Strengthening the Administration of Local Government Financing
Vehicles (B B B A I 5 e 77 BUR BlE 1 6 A 5 S 2 A B M EE A ) issued by the
State Council on June 10, 2010, the Guiding Opinions of CBRC on Strengthening the Risk
Management of Loans to Financing Vehicles (< [E £ % & B I o Al & -7 & B gUR B
FAFEEZ R )) issued by the CBRC on December 16, 2010, the Notice of CBRC on
Further Implementation of Risk Control and Management of Local Government Financing
Vehicles in 2011 (< H B8R B & B U1 E L2011 145 e 07 BUR filVE - & 80308 5 s 4 T AR
()4 %1)) issued by the CBRC on March 31, 2011 and the Guiding Opinions of CBRC on
Strengthening the Risk Control and Management of Loans to Local Financing Vehicles in
2012 (< H IR SR B A 8 20 1 24F 3 Uy BT VBT & B RURBR B PR L)) issued
by the CBRC on March 13, 2012, banking institutions are required to strictly implement
pre-lending investigation, examination during the course of lending and post-lending
inspection for loans to Local Government Financing Vehicles (the “LGFVs”), prudently
grant loans to LGFVs and apply accurate classifications, and implement dynamic
adjustment to reflect and assess accurately the risk profile of such loans. Banking
institutions are also required to coordinate and consider the debt burdens of local
governments and the potential risks and expected losses of loans to LGFVs, to provide
reasonable allowance for impairment losses and calculate the risk-weighting of capital
adequacy ratio on the basis of full coverage, basic coverage, semi-coverage and no
coverage of cash flows. On April 9, 2013, the Guiding Opinions of CBRC on Strengthening
the Risk Control and Management of Loans to Local Financing Vehicles in 2013 (<[ 4R
S8 B N5 20 1 34F $b 75 BUR il T 52 E OR PR B IR E L)) was issued by the
CBRC, pursuant to which all banks are required to impose aggregate loan limits on LGFVs
and not to expand the scale of loans to LGFVs. The opinions also require that, for LGFVs
with a cash flow coverage ratio lower than 100% or a gearing ratio higher than 80%, the
proportion of their loans to the total loans granted by all vehicles of the bank shall not
exceed that of the previous year, and the bank shall take measures to gradually reduce
disbursements of loans and increase efforts for recovery of loans;

Pursuant to the requirements of the Opinions of the State Council on Strengthening the
Administration of Local Government Debts (BT B B A~ in 5 sth 7 BOUR PEAE B & 2L =
F)) issued by the State Council on September 21, 2014, financial institutions shall not
provide financing to or seek guarantee from local governments in violation of applicable
laws or regulations. Purchasing of bonds issued by local governments by financial
institutions shall be in compliance with regulatory requirements. When providing financing
to enterprises whose debt may become the government’s contingent liabilities, financial
institutions shall strictly regulate credit management by practicably enhancing risk
identification and risk management. Financial institutions shall undertake on their own any
consequential losses incurred as a result of providing financing to governments in violation
of applicable laws or regulations, and the relevant authorities and persons shall be held
legally liable according to laws and regulations, including the PRC Commercial Banking
Law and the PRC Banking Supervision and Regulatory Law. Pursuant to the Opinions on
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Properly Solving Subsequent Financing Issues of the On-going Projects of Local
Government Financing Vehicles (B 2 35 fif P tth 77 BUR Rl & T & 22 R AE 22 16 H 1% 48 il &
MR R)) issued by the MOF, PBoC and CBRC, which were forwarded by the General
Office of the State Council on May 11, 2015 and implemented on the same date, banking
institutions are required to properly solve subsequent financing issues of the on-going
projects of financing vehicles by implementing classification management to differentiate
existing items and new additional items and providing financing in compliance with the law
to satisfy practically the needs of facilitating economic development and preventing fiscal
and financial risks. Banking institutions shall observe the principles of controlling the total
amount and applying differentiated treatment in supporting the financing needs of existing
on-going projects of the financing vehicles to ensure the orderly progress of on-going
projects. Banking institutions are required to achieve both the objectives of promoting
development and preventing risks, strictly regulate credit management, and practically
strengthen risk identification and risk control. For loans to on-going projects of financing
vehicles, banking institutions are required to make their own decisions, assume risks by
themselves and practically perform subsequent financing management based on prudent
estimation of the repayment ability of financing vehicles and the revenue from on-going
projects and considering the debt repayment ability of local governments on consolidated
basis. Banking institutions are required to conscientiously examine the use of loan
proceeds, to focus support on the on-going projects of financing vehicles in the areas of,
among other things, agricultural irrigation facilities, affordable housing projects and urban
rail transit, and ensure that the loans are consistent with the development needs of
industries and development plans of industrial parks; and

According to the requirements of the Guiding Opinions of the General Office of the State
Council on Financial Support for Adjustment, Transformation and Upgrading of Economic
Structure (BB [ 23 JE [BH] 7% <0 il = 47 468 5 465 R 8 AR T SR AT FE K L) ) issued by
the General Office of the State Council on July 1, 2013, the Implementation Opinions of
the General Office of the State Council on Financial Support for the Development of Small
and Micro Enterprises (Bl B 22 Bl BH 7 <5 il S 4 /A 2E 88 R 1 B = B ) issued by
the General Office of the State Council on August 8, 2013 and the Opinions of CBRC on
Advancing the Financial Services for Small and Micro Enterprises (€ Bl 4R % & B it R fb
/J\#ﬁﬁiéﬁﬁﬂ&?%%%fﬁ% issued by the CBRC on March 21, 2013, banking institutions
should adhere to the commercial sustainability principle and focus support on the financing
needs of small and micro enterprises that conform with national industrial and
environmental policies, facilitate the creation of more jobs, and have the intention and
capability to repay the loans. Subject to commercial sustainability and effective risk
control, banking institutions should adjust the credit structure proactively and make annual
credit plans separately for small and micro enterprises.

The CBRC has also issued corresponding guidelines and measures for controlling the relevant
risks of loans for related parties. Please refer to “ — Corporate Governance and Internal Control —
Transactions with Related Parties”.

Foreign Exchange Business

Commercial banks are required to obtain approvals from the PBoC, CBRC and SAFE or their
respective branches to conduct the business of foreign exchange. Under PRC anti-money laundering
laws and regulations, PRC financial institutions are required to report to the Anti-money Laundering
Monitoring and Analysis Center any large or suspicious foreign exchange transactions which they
encounter on a timely basis.

— 107 —



SUPERVISION AND REGULATION

Securities and Asset Management Businesses

Commercial banks in the PRC are generally prohibited from trading and underwriting equity
securities. Commercial banks in the PRC are permitted to:

° underwrite and deal in Chinese government bonds, financial institution bonds and
commercial bonds issued by qualified non-financial institutions;

° act as agents in transactions involving securities, including bonds issued by the Chinese
government, financial institutions and other corporate entities;

° provide institutional and individual investors with comprehensive asset management
advisory services;

° act as financial advisors in connection with large infrastructure projects, mergers and
acquisitions and bankruptcy reorganizations; and

° act as custodians for funds, including securities investment funds and corporate annuity
funds.

Under the Administrative Measures on the Custodian Business for Securities Investment
Fund (CGEH G4 E BB HIFEL)) promulgated by the CSRC and CBRC on April 2, 2013, a
commercial bank may be permitted to engage in the custodian business for securities investment
funds, if, among other requirements, such commercial bank had year-end net assets of not less than
RMB2.0 billion for each of the previous three financial years and if its capital adequacy ratio fulfils
the relevant regulatory requirements. The fund custodian must ensure the separation of its custodian
business from its other businesses, as well as the segregation of its fund assets. The CSRC and
CBRC are jointly responsible for examining and approving the qualifications and supervising the
activities of fund custodians. According to the Measures for the Administration of Enterprise Annuity
Funds ({f>2EFE&EEEHHE)) promulgated jointly by the Ministry of Human Resources and
Social Security, CBRC, CSRC, CIRC and other authorities and amended on April 30, 2015,
commercial banks acting as custodians of enterprise annuity funds are required to establish separate
trust business and investment business departments, with strict segregation of office areas, operational
management processes and business systems. The directly responsible senior management members,
employees of trust business and investment business departments are not allowed to hold other
positions concurrently in each other’s office.

Insurance Agency Business

Commercial banks in the PRC are not permitted to underwrite insurance policies, but are
permitted to act as agents to sell insurance products through their distribution networks. Commercial
banks that conduct agency sales of insurance products are required to comply with applicable rules
issued by the CIRC, for example, each outlet of a commercial bank may, in principle, cooperate with
no more than three insurance companies in a financial year to sell their insurance products. If the
outlet cooperates with more than three insurance companies, the outlet must report to the local branch
of CBRC. Pursuant to the Supervisory Guidance on the Insurance Agency Business of Commercial
Banks (P E8RIT R B 2EFF B2 45 45 91) ) jointly promulgated by the CIRC and CBRC on March 7,
2011, if a commercial bank operates an insurance agency business, each of its business outlets is
required to obtain the requisite license issued by the CIRC and authorization from the tier-one branch
of the commercial bank before operating such business. On April 25, 2016, the CIRC issued the Notice
on Matters Relating to the Administrative Licensing of Bancassurance Agencies (B #2178 B 3
FERIEBEREATEGFF ] A B S IEAE A1) ) to change the former requirement of business outlets being
license holders to the new requirements that the legal person entity shall apply for insurance agency
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qualification, the legal person entity shall be the license holder and a uniform registration system shall
be implemented for business outlets, that means, after a banking institution has obtained the
bancassurance agency license, its branches and sub-branches may commence insurance agency
business under the authorization of the banking institution.

On January 8, 2014, the CIRC and CBRC jointly promulgated the Notice Concerning Further
Regulation of Agency Sales of Insurance Business Conducted by Commercial Banks ({9 B & B € -
r B SR B e B A A — 2D R A S AR A T RBLOR B S B AT 5128 M) ), which requires commercial
banks to assess the demands and risk tolerance of the policyholders. The gross written premiums
received by a commercial bank from agency sales of accident injury insurance, health insurance, term
life insurance, whole life insurance, annuity insurance with an insurance period of no less than 10
years, endowment insurance with an insurance period of no less than 10 years, property insurance
(excluding investment insurance offered by property insurance companies), guarantee insurance and
credit insurance shall not be less than 20% of the gross written premiums of its insurance agency
business. On May 5, 2016, the CBRC issued the Notice on Regulating the Agency Sales Business of
Commercial Banks (B 5 R0 p5 £ R AT QLB B 6B 948 A1) ), which sets out further requirements
on the business of agency sales of financial products by commercial banks. According to the Notice,
commercial banks engaging in agency sales shall strengthen management on the eligibility of
investors, fully disclose the risks of products under agency sales, and sell financial products matching
with their risk profile. Commercial banks shall establish a risk segregation system to separate the risks
of agency sales business and other businesses in order to strictly separate the accounts, funds,
accounting and auditing procedures of the agency sales business from other businesses. Agency sales
of commercial banks shall only include financial products issued in accordance with the laws by
financial institutions with financial licenses under the supervision and administration by the CBRC,
CSRC and CIRC, and shall not include products issued by institutions beyond the scope of agency
sales, except for government bonds, physical precious metals and products otherwise specified by the
CBRC. Commercial banks shall conduct due diligence studies on the products intending to be sold in
agency sales, and shall not solely rely on the review and approval materials of the products provided
by the collaborating institution as the basis for review and approval of the products.

Wealth Management

On September 24, 2005, the CBRC promulgated the Interim Measures on Administration of
Personal Wealth Management Services of Commercial Banks (73 %8R 1710 A 2 A 2585 & S8 17 %
%)) effective on November 1, 2005, which provided that if commercial banks engage in
income-protected wealth management plans, new investment products of income-protected nature
designed for personal wealth management business and some other personal wealth management
activities, they must obtain approval from the CBRC. If they engage in other personal wealth
management activities for which approval is not required, they should also report to the CBRC.

In addition to domestic wealth management, the PBoC, CBRC and SAFE jointly promulgated the
Interim Administrative Measures for Commercial Banks to Provide Overseas Financial Management
Services (P ZESRAT B A K IR AN I SE RS B BT AT HHIL ) ), effective on April 17, 2006, which
permit duly licensed commercial banks engaging in overseas wealth management activities on behalf
of customers to accept entrustment from domestic institutions and individuals to invest overseas in
pre-approved financial products.
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According to the Measures, sale of wealth management plans by commercial banks is subject to
reporting requirement. Commercial banks are also subject to certain restrictions on wealth
management products. In addition, under the Guidelines for the Risk Management of the Personal
Wealth Management Services of Commercial Banks ({38178 A B S 05 R B 5 345 51))
promulgated by the CBRC in September 2005, commercial banks are required to establish an
analyzing, auditing and reporting system in respect of their wealth management services and to report
any material risk management issues to the relevant authorities. Since then, the CBRC has issued a
series of documents in an effort to further improve the reporting mechanism and risk control of wealth
management services provided by commercial banks. To further standardize and regulate the sales of
wealth management products as well as fully protect the interests of consumers, the CBRC
promulgated the Administrative Measures on the Sales of Wealth Management Products of
Commercial Banks (€7 ZEER1T 3 B4 2 5 85 85 45 B2 ) ) in August 2011, which require commercial
banks to prudently operate and disclose their wealth management business in a timely manner.

On March 25, 2013, the CBRC promulgated the Notice on the Regulation of the Investment and
Operation of Wealth Management Business by Commercial Banks (€ B8 i B #i pg 2E R0 17 P A SE S 0 &
HEAEA B E R A)) to enhance the regulation of the wealth management business of commercial
banks. This notice requires commercial banks to clearly link each wealth management product with
its underlying investment asset. Moreover, the balance of wealth management funds invested by a
commercial bank in Non-standard Credit Assets at any point of time cannot exceed the lower of (i)
35% of the balance of the commercial bank’s wealth management products, and (ii) 4% of the
commercial bank’s total assets as disclosed in its audited annual financial statements for the prior
financial year.

On July 10, 2014, the CBRC promulgated the Notice on the Improvement of the Organization and
Management System of Wealth Management Business of Banks (B 5¢ 35 $R. 47 H B 2E 755 40 4% 45 £
ARABEIEMMEHA)), which requires commercial banks to improve the organization and management
system of wealth management business. A commercial bank shall conduct division reform of wealth
management business under the requirements of separate accounting, risk segregation, code of conduct
and centralized management, and establish a specialized operating department for wealth management
business, which is responsible for the centralized and unified management of its overall wealth
management business. A commercial bank shall also operate its wealth management business in
compliance with the relevant prudent requirements under the banking regulations.

Bills Business

Under the PRC Commercial Banking Law, when commercial banks engage in the settlement
business, including bills acceptance, foreign exchange conversion and entrusted fund collection, the
commercial banks shall honor the payments and credit receipts to accounts according to the specified
timeline and shall not accumulate the bills or cheques or dishonor the cheques in violation of the
requirements. Announcement on the prescribed timeline for honoring payments and crediting receipts
into the account shall be made.

On April 26, 2016, the PBoC and CBRC issued the Circular on Strengthening Supervision and
Administration on the Bills Business to Promote Healthy Development of the Bills Market (il
5 ZE PR SE T B A A SR T 45 B R I ) ) (Yin Fa [2016] No. 126) (“Circular 126”). Circular
126 requires commercial banks to (i) strengthen internal control management of the bills business; (ii)
persist to examine the background of the relevant transactions; (iii) regulate the conduct of trading of
bills; and (iv) conduct self-examination on the risks of the bills business. Meanwhile, the branches of
the PBoC and CBRC have also increased their efforts in on-site and off-site examinations on the bills
business of commercial banks.
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In July, 2016, the Bank completed self-examination and submitted the self-examination report to
the PBoC and CBRC. No improper trading was identified in the self-examination process. The Bank
believes that the implementation of Circular 126 will not have any material and adverse effect on the
business, financial conditions and operating results of the Bank.

Interbank Business

On April 24, 2014, the PBoC, CBRC, CSRC, CIRC and SAFE jointly promulgated the Circular
on Regulating Interbank Businesses of Financial Institutions (Yin Fa [2014] No.127) (B 5 4 4 fil
B [R] SESES 1Y 4 0 ) (SR #8[2014]1127%%)) (“Circular 1277), which sets out certain requirements in
connection with regulating interbank business operations, the enhancement and improvement in the
internal and external management of interbank businesses, and the promotion of compliant and
innovative assets and liabilities businesses. For example, (i) Circular 127 defines and regulates
interbank investment and financing businesses, including interbank lending, interbank deposits,
interbank borrowing, interbank payments, financial assets held under resale agreements or financial
assets sold under repurchase agreements. The Circular also required that interbank businesses (with
investment and financing being the core businesses) should be classified into the aforesaid categories
in accordance with the substance of their transactions, and different interbank businesses should be
managed based on the classification; (ii) financial assets held under resale agreements (and financial
assets sold under repurchase agreements) shall only include bank acceptance bills, bonds, treasury
bills and other types of financial assets with a reasonable fair value and high liquidity that are traded
on the interbank market or securities exchange market; (iii) financial institutions that engage in the
business of financial assets held under resale agreements (and financial assets sold under repurchase
agreements) and interbank investment business shall not accept or provide any direct or indirect,
explicit or implicit credit guarantee from or for any third-party financial institutions, except as
otherwise permitted by the central government; (iv) financial institutions shall accurately measure
risks and set aside capital and make provisions pursuant to the principle of “substance over form” and
based on the nature of the underlying assets invested; (v) financial institutions shall determine the
financing term in a reasonable and prudent manner in interbank business. The term of interbank
borrowing shall not exceed three years and the term of other interbank financing business shall not
exceed one year, and such terms must not be extended beyond their maturity; (vi) the net balance of
interbank funds (excluding interbank deposits for settlement purposes) placed by a single commercial
bank to another financial institution with legal person status after deducting assets with zero
risk-weighting shall not exceed 50% of the bank’s tier-one capital. The balance of interbank funds
borrowed by a single commercial bank shall not exceed one third of its total liabilities; and (vii)
financial institutions engaging in interbank business should establish a sound and compatible risk
management system and internal control system and adopt correct methods of accounting treatments.

On May 8, 2014, the General Office of the CBRC promulgated the Notice on the Regulation of
the Management of Interbank Business Conducted by Commercial Banks (Yin Jian Ban Fa [2014] No.
140)  (CBRTA L P S 8T 7] 6 3EH5 16 LA 0 ) (SR EE 38 [2014]1140%8)) (“Circular 140”), which
requires commercial banks to establish a management system for interbank businesses based on the
scale and complexity of the interbank businesses conducted, and conduct all interbank businesses
through specialized departments by the end of September 2014. For the interbank businesses which
can be conducted in the form of electronic transactions via financial trading markets, such as interbank
borrowing and lending, bonds held under resale agreements and bonds sold under repurchase
agreements and certificates of interbank deposits, specialized departments may not entrust other
departments or branches to handle them. For interbank businesses which cannot be conducted in the
form of electronic transactions via financial trading markets, specialized departments may entrust
other departments or branches to conduct operations such as marketing and inquiry, project initiation
and customer relationship maintenance. The specialized departments, however, must approve the

— 111 —



SUPERVISION AND REGULATION

counterparty, amount, term, pricing and contract on a case-by-case basis, and shall be responsible for
centralized management of financial accounting and assuming full risk control accountability.
Commercial banks shall establish a sound management system for the authorization of interbank
businesses, improve the credit management policies and the counterparty entry system.

After the implementation of Circular 127 and Circular 140, the Bank’s interbank business has
complied with the relevant requirements. Implementation of Circular 127 and Circular 140 has no
material adverse effect on the Bank’s business operation and financial position.

Electronic Banking

In January 2006, to strengthen the risk management and security standards of electronic banking
business, the CBRC promulgated the Administrative Measures Regulating the Electronic Banking
Business (& T #R172EH5 4 #E7%) ) and Security Evaluation Guidelines on Electronic Banking (&
TERITL2FAH 851 )). Banking institutions approved by the CBRC may engage in electronic
banking business. All banking institutions applying to establish an electronic banking business should
have comprehensive risk management and internal control systems. Banking institutions are not
permitted to have major accidents relating to their primary information management system and
operations processing system in the year immediately prior to the submission of their application. In
addition, all banking institutions conducting electronic banking business must adopt security measures
to ensure the confidentiality of information and to prevent the unauthorized use of electronic banking
accounts.

The CBRC promulgated the Notice on Enhancing the Management of Customer Information of
Electronic Banking (BRI E TRITFFFEEH TI/EMMEA)) on August 9, 2011, which
stresses the importance of commercial banks to be committed to the work concerning the security and
confidentiality of customer information. Without customers’ authorization, commercial banks may not
directly or indirectly provide customers’ sensitive information to third-party organizations.
Commercial banks shall specify a centralized electronic banking management department for the
electronic funds transfer and payment business in order to ensure the safe, stable and ongoing
operations of the business.

On January 15, 2016, the State Council published the Plan for Promoting Inclusive Finance
(2016-2020) (Hf 45 2 4 3% R B (2016-20204F)) to guide the financial institutions to actively
develop the electronic payment method and gradually construct a business channel systems consisting
of electronic payment channels and physical networks which complement each other.

Credit Cards

On January 13, 2011, the CBRC promulgated the Measures for the Supervision and
Administration of the Credit Card Business of Commercial Banks ({78 3481715 F 1 2505 BB 45 PR
#£)), which sets forth conditions that commercial banks must meet to conduct credit card businesses,
including obtaining prior approval from the CBRC. Commercial banks are required to establish
effective internal control and risk management systems to monitor the operation of their credit card
business, as well as to protect the legal rights and personal information of customers. Commercial
banks are also required to fully disclose the risks related to the use of credit cards to their customers
and establish comprehensive mechanisms to handle relevant complaints.
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Proprietary Investments

In general, commercial banks in the PRC are prohibited from making domestic investments other
than in debt instruments issued by the Chinese government and financial institutions, short-term
commercial paper, medium-term notes and corporate bonds issued by qualified non-financial
institutions, and certain derivative products. Unless approved by the Chinese government, commercial
banks in the PRC are prohibited from engaging in trust investment (e.g. acting as trustees) and
securities businesses, or investing in real property (other than for their own use) or non-banking
financial institutions and enterprises.

Business of Community Sub-branches and Sub-branches for Small and Micro Enterprises

On December 5, 2013, the CBRC promulgated the Notice on Establishment of Community
Sub-branches and SME Sub-branches by Small and Medium-sized Commercial Banks ( [ & €
IS R RR A b /N SESRAT R L AL I S AT ~ MM AT A B S IEAYE KN ) ), supporting eligible small and
medium commercial banks to set up community sub-branches and sub-branches for small and micro
enterprises with their own characteristics on the condition that their risks and costs are manageable.
As a special type of sub-branch, the community sub-branches and sub-branches for small and micro
enterprises are simply bank outlets that are specially set up to serve community residents and small
and micro enterprises. To set up such sub-branches, banks are required to complete relevant
administrative examination and approval procedures to obtain the license. The existing certain bank
outlets providing inquiry service, which are characterized as “self-service bank plus people”, should
be classified as community sub-branches and sub-branches for small and micro enterprises, and
applications should be submitted for their establishment pursuant to relevant admission procedures.

Financial Innovations

In December 5, 2006, the CBRC promulgated the Guidelines on Financial Innovations of
Commercial Banks ({3417 &M AI# 5 5])) (implemented on December 11, 2006), the purpose of
which is to encourage PRC commercial banks to prudently engage in financial innovation-related
activities, including developing new businesses and products and improving existing businesses and
products, expanding their scope of business, enhancing cost efficiency and profitability, and reducing
their reliance on lending business for profits. To facilitate financial innovation by PRC commercial
banks, the CBRC has indicated that it will streamline and increase the efficiency of the review and
approval procedures for new products.

Financing to Small and Micro Enterprises

On April 19, 2012, the State Council issued its Opinions on Further Supporting the Healthy
Development of Small and Micro Enterprises (€BiAH#E— 25 3 Re/NRIR A 36 (R BE R 1Y L)),
clarifying its further support to the healthy development of small and micro enterprises. On August
2, 2012, the General Office of the State Council issued the Plan for Work Division among Major
Departments for Further Supporting the Healthy Development of Small and Micro Enterprises ({#E—
R INERL YR A SE fa R S B TAE A M o T E)), dividing the work among the CBRC, the
PBoC, the MOF and other departments for relieving the financing difficulty facing small and micro
enterprises.

On August 8, 2013, the General Office of the State Council issued the Implementation Opinions
on Financial Supports to the Development of Small and Micro Enterprises (B A 45 fil 52 457 /N4 3
BRI E M L)), giving certain advices on further enhancing financial services to small and micro
enterprises and the support to their development.
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On August 29, 2013, the CBRC issued the Guiding Opinions on Further Improving Financial
Services to Small and Micro Enterprises ({BfAME— 25 s /b 365 R IR B TAERYHEE I R)),
which proposes certain requirements on further promoting Chinese banking industry financial service
to small and micro enterprises, further improving the monitoring indicator system and assessments of
financial service for small and micro enterprises.

On July 23, 2014, the CBRC issued the Notice of Improving and Innovating Loan
Services to Small and Micro Enterprises and Improving Financial Service Level to Small and
Micro Enterprises (R 52 35 F0 A8 /N A 28 88 RS 12 /=0 /N 4 2 4 il RS /K- B9 4 H1) ), which
proposes certain requirements on banking financial institutions to rationally resolve the loan term of
small and micro enterprises, to diversify the products of loan, to innovate service pattern, and to
improve risk management.

On October 31, 2014, the State Council issued the Opinions on Supporting the Sound
Development of Micro and Small Enterprises (€A $kiE/ N G0 A 20 R B R L)), which
encourages and guides banks to focus on supporting small and micro enterprises as well as regional
economic development, and requests banking institutions to separately list credit plans for small and
micro enterprises subject to commercial sustainability and effective risk control

On June 24, 2015, the CBRC issued the Notice from the CBRC to Further Implement Financial
Service Supervising Policy of Small and Micro Enterprises ({1 [5 $R B € B A i — B V5 B /M %4
Pl IR 55 BS A IBUR B9 4 A1) ), which proposes certain requirements on ensuring the implementation of
policies, clarifying the emphasis of supports, increasing the input of credit and loan, advancing the
innovation of loan services, improving tolerance indicator of non-performing assets, strengthening
differentiated assessment, improving the service ability, and standardizing service charge for the
purpose of implementing each supporting policy and continually improving and deepening financial
service to small and micro enterprises.

Internet Finance

On July 18, 2015, the PBoC, the CBRC, Ministry of Industry and Information Technology and
other ministries jointly issued the Guiding Opinions on Promoting Healthy Development of Internet
Finance ([ IE #E 5548 4 fl fidt i 9% 19 #5 %8 & fL) ) with an aim to promote financial reforms and
innovations and healthy development of internet finance by providing the following guidelines: (i)
encouraging innovations and supporting the stable development of internet finance; (ii) providing
separate guidelines and specifying supervision responsibility regarding internet finance; and (iii)
optimizing the systems and regulating the order of internet finance market.

Certificates of Deposit

Pursuant to the Provisional Measures on Management of Certificates of Deposit (CREEIFHE

fi@ﬁ?ﬁ%% promulgated by the PBoC on June 2, 2015 and amended on June 3, 2016, the
development of certificates of deposit business is regulated and the market pricing range of liability
products issued by deposit-taking financial institutions is expanded to promote the liberalization of
interest rates in an orderly manner. A self-regulated pricing system shall be developed by banks to
determine the interest rates of certificates of deposit based on market conditions and the relevant rules.
The PBoC also promulgated the Implementation Provisions of Management of Certificates of

Deposit (CREAHEILEMEAA)) on June 2, 2015.
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PRICING OF PRODUCTS AND SERVICES
Interest Rates for Loans and Deposits

Interest rates for Renminbi-denominated loans and deposits were historically set by the PBoC.
In accordance with the PRC Commercial Banking Law, commercial banks shall determine the interest
rate for RMB-denominated deposits and loans within the range of benchmark interest rates set by the
PBoC. In recent years, the PBoC has gradually liberalized its regulation of interest rates, allowing
banks more flexibility to determine the interest rates for RMB-denominated loans and deposits.

From March 17, 2005 to August 18, 2006, interest rates for personal residential mortgage loans
were regulated in the same way as most other types of loans. Since August 19, 2006, the minimum
interest rate for personal residential mortgage loans was adjusted to 85% of the PBoC benchmark
lending rate. Since October 27, 2008, the minimum interest rate for personal residential mortgage
loans was adjusted to 70% of the PBoC benchmark lending rate. Since April 17, 2010, the minimum
interest rates for the personal residential mortgage loans to second-time home buyers was adjusted to
110% of the PBoC benchmark lending rate. On July 20, 2013, the PBoC removed the minimum interest
rate requirement for new loans provided by commercial banks, whereas the minimum interest rates for
new personal residential mortgage loans remained at 70% of PBoC benchmark lending rates. On
September 29, 2014, the PBoC and CBRC stipulated that the policies for first-time home buyers
should apply if a family already owned a residence, had fully repaid the relevant loan, and applied for
a loan to purchase another ordinary commercial residence to improve its living condition.

With effect from October 29, 2004, commercial banks in the PRC were permitted to set their own
interest rates on Renminbi-denominated deposits so long as such interest rates were not higher than
the relevant PBoC benchmark rates. Effective from June 8, 2012, commercial banks in the PRC were
allowed to set their own interest rates on Renminbi-denominated deposits up to 110% of the relevant
PBoC benchmark rates. Effective from November 22, 2014, commercial banks in the PRC were
allowed to set their own interest rates on Renminbi-denominated deposits up to 120% of the relevant
PBoC benchmark rates. Effective from March 1, 2015, commercial banks in the PRC were allowed to
set their own interest rates on Renminbi-denominated deposits up to 130% of the relevant PBoC
benchmark rates. With effect from May 11, 2015, the PBoC adjusted the cap of interest rates on
RMB-denominated deposits to 150% of the relevant PBoC benchmark rates. However, such
restrictions do not apply to interest rates on negotiated deposits, which are deposits by domestic
insurance companies in amounts of RMB30 million or more or deposits by social security funds in
amounts of RMB500 million or more, in each case with a term longer than five years; or deposits by
Postal Savings Bank of China in amounts of RMB30 million or more with a term longer than three
years, or deposits by personal account pension funds in amounts of RMB500 million or more with a
term longer than (excluding) five years. With effect from August 26, 2015, the PBoC decided to
remove the interest rate cap for Renminbi-denominated time deposits with tenors over one year, while
the interest rate cap for Renminbi-denominated demand deposits and deposits with tenors of up to one
year remained unchanged. Effective from October 24, 2015, the PBoC removed the cap on interest
rates on deposits and allowed commercial banks in China to set interest rates on deposits based on
commercial considerations.

From 2011 to the Latest Practicable Date, the PBoC has adjusted the benchmark rate for
Renminbi-denominated loans and the benchmark rate for Renminbi-denominated deposits 11 times.
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The table below sets out the PBoC benchmark rates for Renminbi-denominated loans since 2011.

Housing fund loans

Six Over six Over one  Over three
months or months up year up to years up to Over five Up to five Over five
Date of adjustment less to one year three years five years years years years

(interest rate per annum %)

February 9, 2011 ................. 5.60 6.06 6.10 6.45 6.60 4.00 4.50
April 6, 2011 ... 5.85 6.31 6.40 6.65 6.80 4.20 4.70
July 7, 2011 ... 6.10 6.56 6.65 6.90 7.05 4.45 4.90
June 8, 2012 ... 5.85 6.31 6.40 6.65 6.80 4.20 4.70
July 6, 2012 ... 5.60 6.00 6.15 6.40 6.55 4.00 4.50
November 22, 2014 ............. 5.60 5.60 6.00 6.00 6.15 3.75 4.25
March 1, 2015 ... 5.35 5.35 5.75 5.75 5.90 3.50 4.00
May 11, 2015 ... 5.10 5.10 5.50 5.50 5.65 3.25 3.75
June 28, 2015 ... 4.85 4.85 5.25 5.25 5.40 3.00 3.50
August 26, 2015 ... 4.60 4.60 5.00 5.00 5.15 2.75 3.25
October 24, 2015 ................. 4.35 4.35 4.75 4.75 4.90 2.75 3.25

Source: PBoC

The table below sets out PBoC benchmark rates for Renminbi-denominated deposits since 2011.

Time deposits

Demand Three Six
Date of adjustment deposits months months One year Two years Three years Five years

(interest rate per annum %)

February 9, 2011 ............... 0.40 2.60 2.80 3.00 3.90 4.50 5.00
April 6, 2011 0.50 2.85 3.05 3.25 4.15 4.75 5.25
July 7, 2011 0.50 3.10 3.30 3.50 4.40 5.00 5.50
June 8, 2012 ...l 0.40 2.85 3.05 3.25 4.10 4.65 5.10
July 6, 2012 ...l 0.35 2.60 2.80 3.00 3.75 4.25 4.75
November 22, 2014 ........... 0.35 2.35 2.55 2.75 3.35 4.00 N/A®
March 1, 2015 ...l 0.35 2.10 2.30 2.50 3.10 3.75 N/A
May 11, 2015 ....ooeeeeiis 0.35 1.85 2.05 2.25 2.85 3.50 N/A
June 28, 2015 ...l 0.35 1.60 1.80 2.00 2.60 3.25 N/A
August 26, 2015................ 0.35 1.35 1.55 1.75 2.35 3.00 N/A
October 24, 2015................ 0.35 1.10 1.30 1.50 2.10 2.75 N/A

Source: PBoC

@) With effect from November 22, 2014, PBoC no longer publishes the benchmark interest rate on Renminbi-denominated
deposits for a tenor of five years.

Commercial banks currently are permitted to negotiate and determine the interest rates on foreign
currency-denominated loans and deposits.
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Pricing for Fee- and Commission-based Products and Services

The CBRC, PBoC and NDRC jointly promulgated the Notice on the Waiver of Some Service
Charges of Banking Institutions (<A SRAT 35 & REAEAE T bR 38 /0 IR BS I 2 %8 %1)) on March 9,
2011, which requires banking institutions to waive some charging items in relation to RMB personal
accounts starting from July 1, 2011.

On January 20, 2012, the CBRC promulgated the Notice on Rectifying the Irregular Operations
of Banking Financial Institutions (B REIAERTT & MR A B HE A E A1), which sets out
certain prohibited operations in relation to charging items for banking institutions’ credit business and
enhances the transparency of pricing.

Under the Administrative Measures on Pricing of Commercial Banking Services ({72817 i)
HAEAS E BLHEIE ) ) jointly promulgated by the CBRC and NDRC on February 14, 2014 and effective
on August 1, 2014, other than those services the pricing for which are guided or determined by the
government, commercial banks’ services are priced based on market conditions. In the event that the
commercial bank increases the service prices or sets new service prices based on market conditions,
the bank is required to make public such prices at least three months prior to the implementation of
such prices in accordance with the Administrative Measures on Pricing of Commercial Banking
Services.

REQUIRED DEPOSIT RESERVE

Commercial banks are required to maintain a percentage of their total deposits as reserves with
the PBoC to ensure they have sufficient liquidity to meet customer withdrawals. Currently, city
commercial banks are generally required to maintain a deposit reserve of not less than 15% of their
total outstanding Renminbi deposits according to the relevant requirements of the PBoC. Our deposit
reserve being 13.5% is allowed to be 1.5 percentage points lower than the industry-wide requirement,
as our loans to small and micro enterprises accounted for 30% of our total loans to customers by the
end of the previous year while the increase of loans to small and micro enterprises reached 50%
compared to that in the previous year.

The following table sets forth the historical RMB statutory deposit reserve ratios applicable to
our Bank since 2011. Throughout the Track Record Period, our Bank has complied with the relevant
requirements of the PBoC.

Statutory deposit

Date of adjustment reserve ratio %
January 20, 2011 oo ettt 17.0
February 24, 2011 oo e et e e 17.5
MATCR 25, 20 L o 18.0
ADPTIL 21, 2011 ettt ettt e s 18.5
My 18, 20T1 it ettt e e e 19.0
JUNE 20, 2001 it 19.5
DeCEMDET 5, 20 L L oot 19.0
February 24, 2012 oot 18.5
DY T USSP 18.0
JUNE 16, 2004 oottt ettt e e e e 17.5
February 5, 2015 .ot 17.5
FN 0T 0 0 TR PSPPIt 16.5
SePtEMDBEr 6, 2015 oo it et 16.0
O CLODET 24, 2005 ittt ettt et e et e e et e e et ea et e e it e et e e aaa e 15.0
I el o R O 0 OSSPt 15.0

Source: PBoC
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SUPERVISION OVER CAPITAL ADEQUACY
Latest CBRC Supervisory Standards Over Capital Adequacy

Prior to March 1, 2004, commercial banks were required to maintain a minimum capital
adequacy ratio of 8% and a minimum core capital adequacy ratio of 4%, calculated based on the
following formulae in accordance with CBRC requirements:

. . Capital - capital deductions
Capital adequacy ratio = - - x 100%
on- and off-balance sheet risk-weighted assets

. . Core capital - core capital deductions
Core capital adequacy ratio = ; ; x 100%
on- and off-balance sheet risk-weighted assets

On February 23, 2004, the CBRC promulgated the Capital Adequacy Measures (& 278 /& #F
%)) which became effective on March 1, 2004 and was amended on July 3, 2007 and superseded by
the Capital Administrative Measures (&A% #HF%) ) issued by the CBRC on January 1, 2013. The
Capital Administrative Measures stipulates that for a commercial bank the core tier-one capital
adequacy ratio shall not be less than 5%; the tier-one capital adequacy ratio shall not be less than 6%;
and the capital adequacy ratio shall not be less than 8%. The Capital Administrative Measures also
amended the risk weighting for various assets and adjusted the components of capital. In addition, the
Capital Administrative Measures required commercial banks to make adequate allowance for various
impairment losses, including those associated with loans, before calculating their capital adequacy
ratios. These changes resulted in a more stringent capital adequacy requirement.

In accordance with the Capital Adequacy Measures, capital adequacy ratios were calculated
based on the following formulae in accordance with CBRC requirements:

Capital adequacy ratio = Capital - capital deductions x 100%

Risk-weighted assets + 12.5 x capital charge
for market risk

Core capital adequacy ratio = Core capital - core capital deductions x 100%

Risk-weighted assets + 12.5 x capital charge
for market risk

In the above formulae:
Capital Includes both core capital and supplementary capital.

Core capital Includes paid-in capital or common shares, capital reserve,
surplus reserve, retained earnings and minority interests.

Supplementary capital Includes up to 70% of the reserve for revaluation, general
provisions, preference shares, qualifying convertible bonds,
qualifying long-term subordinated debt, qualifying hybrid
capital bonds and changes in fair value.
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(Any positive change of no more than 50% to the fair value of
available-for-sale bonds that have been included as part of the
owners’ equity interests may be calculated as supplementary
capital; and any negative change to the fair value shall be
deducted from supplementary capital in full. When a
commercial bank calculates its capital adequacy ratio, it shall
transfer the fair value of available-for- sale bonds that have
been included in the capital reserves from the core capital into
the supplementary capital.)

Capital deductions Include goodwill, capital investments in non- consolidated
financial institutions, and equity investments in non-banking
financial institutions and enterprises and capital investment in
real estate that is not for self-use.

Core capital deductions Include goodwill, 50% of capital investments in
non-consolidated financial institutions, 50% of equity
investments 1in non-banking financial institutions and
enterprises and 50% of capital investment in real estate that is
not for self-use.

Risk-weighted assets Refer to the assets calculated by multiplying the value of on-
and off-balance-sheet assets by their corresponding risk
weightings, after taking into account risk-mitigating factors.

Market risk capital Refers to the capital that a bank is required to provide for the
market risks relating to its assets. Commercial banks with
total trading book positions greater than 10% of the bank’s
total on- and off-balance sheet assets or over RMBS,500
million are required to make provisions for market risk
capital.

On June 7, 2012, the CBRC promulgated the Capital Administrative Measures for Commercial
Banks (Provisional) (P ZE8R1TE A AL (7017) )), setting up a new capital adequacy regulatory
system by reference to Basel III to replace the Administrative Measures for Capital Adequacy
Ratio of Commercial Banks ({3817 & A 7t R H 1L ) ). The Capital Administrative Measures
for Commercial Banks (Provisional) ({PiZR1TE AR ML (5017) )) have been in effect since
January 1, 2013. In particular, the Capital Administrative Measures for Commercial Banks
(Provisional) established a unified and comprehensive capital adequacy regulatory system, redefined
the meaning of capital, enlarged the scope of risks to be covered by capital, emphasized the scientific
classification and differentiated supervision of the capital adequacy levels of commercial banks and
provided commercial banks a transitional period for meeting the new capital adequacy requirements.
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Under the Capital Administrative Measures, capital adequacy ratios are calculated according to
the following formulae in accordance with CBRC requirements:

. . Total Capital — corresponding capital deductions
Capital adequacy ratio = ; ; x 100%
Risk-weighted assets

. . . Tier-one capital — corresponding capital deductions
Tier-one capital adequacy ratio = ; ; x 100%
Risk-weighted assets

Core Tier-one capital —
Core tier-one capital adequacy ratio = corresponding capital deductions x 100%
Risk-weighted assets

In the preceding formulae:

Total Capital Includes core tier-one capital, other tier-one capital and
tier-two capital.

Tier-one Capital Includes both core tier-one capital and other tier-one capital.

Core Tier-one Capital Includes paid-in capital or common shares, capital reserve,
surplus reserve, general reserve, retained earnings and
applicable portions of minority shareholders’ capital that may
be included.

Other Tier-one Capital Includes both other tier-one capital instrument as well as its
premium and applicable portions of minority shareholders’
capital that may be included.

Tier-two Capital Includes both tier-two capital instrument as well as its
premium, excess allowance for loss and portions of minority
shareholders’ capital that may be included.

Corresponding capital deductions Refer to items that should be deducted correspondingly when
commercial banks calculate the capital adequacy ratio at each
tier.

Risk-weighted assets Include credit risk-weighted assets, market risk-weighted

assets and operational risk-weighted assets.

Commercial banks may adopt the weighted method or the internal ratings-based approach to
measure credit risk-weighted assets.

Market risk-weighted assets are measured by multiplying the required capital for market risk by
12.5. Calculation of market risk capital should cover interest rate risk and stock risk associated with
commercial banks’ trading accounts as well as exchange rate risk and commodity risk. Commercial
banks may adopt the standardized method or the internal model method to measure the required capital
for market risk.

Operational risk-weighted assets are measured by multiplying the required capital for operational
risk by 12.5. Commercial banks may adopt the basic indicator method, the standardized method or the
advanced measurement method to measure the required capital for operational risk.
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The following table sets forth risk weightings for various assets when adopting the weighted
method to measure credit risk-weighted assets under the Capital Administrative Measures for

Commercial Banks (Provisional) (P4 ZESRITEANE B (GAT) ).

Risk
Items weightings
a. Cash
i. Cash and cash equivalents.........c.oooiiiiiiiiiiii e 0%
b. Claims on central government and central bank
i. Claims on the PRC central gOVernment ..........oeeuviuiiuiiiniiniiniiniieieieieineaneenenns 0%
i, Claims on PBOC ..o 0%

iii. Claims on central governments or central bank of other countries or

jurisdictions where the credit ratings for such countries or jurisdictions are

AA- (including AA-) or higher'™ ... 0%
iv. Claims on central governments or central bank of other countries or

jurisdictions where the credit ratings for such countries or jurisdictions are

between AA- and A- (including A-)™ ... 20%
v.  Claims on central governments or central bank of other countries or

jurisdictions where the credit ratings for such countries or jurisdictions are

between A- and BBB- (including BBB-)" ... 50%

vi. Claims on central governments or central bank of other countries or

jurisdictions where the credit ratings for such countries or jurisdictions are

between BBB- and B- (including B-)™" ... 100%
vii. Claims on central governments or central bank of other countries or

jurisdictions where the credit ratings for such countries or jurisdictions are

DEloW B-{1 e 150%
viii. Claims on central governments or central bank of other countries or
jurisdictions WithOUt TAtiNES ....euuieniinii it 100%
c.  Claims on public-sector entities of the PRC ... 20%
d. Claims on domestically incorporated financial institutions
i. Claims on policy banks (not including subordinated bonds) ..........c..ccceeeniiinni. 0%
ii. Claims on asset management companies invested by PRC central government
1. Claims on debts issued by asset management companies by way of
private placements for purposes of acquiring non-performing loans of
state-owned DaAnKS .....c.oiiii 0%
2. Other claims on asset management COMPANIES ......c.ueuriunienerneenernernennaennnn. 100%

iii. Claims on domestically incorporated commercial banks (not including
subordinated bonds)

1. With an original maturity of three months or less ............c....coooiin. 20%

2. With an original maturity of over three months.............c..ccoooiiiiin. 25%
iv. Claims on subordinated bonds issued by domestically incorporated

commercial banks (part not deducted) .........cooeuiiiiiiiiiiiiiiiii e 100%
v.  Claims on other domestically incorporated financial institutions .................... 100%
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Risk
Items weightings
e. Claims on financial institutions and public-sector entities incorporated in other
countries or jurisdictions
i. Claims on commercial banks or public-sector entities where the credit
ratings for such countries or jurisdictions are AA- (including AA-) or
hEgher ) e 25%
ii. Claims on commercial banks or public-sector entities where the credit
ratings for such countries or jurisdictions are between AA- and A-
G(neluding A=) ) e 50%
iii. Claims on commercial banks or public-sector entities where the credit
ratings for such countries or jurisdictions are between A- and B- (including
B e 100%
iv. Claims on commercial banks or public-sector entities where the credit
ratings for such countries or jurisdictions are below B-" ... 150%
v.  Claims on commercial banks or public-sector entities without credit ratings
for such countries Or JUriSAICTIONS ...oeuiiuiiiiiniiiii e 100%
vi. Claims on multilateral development banks, the Bank of International
Settlement and the International Monetary Fund ...............c..cc . 0%
vii. Claims on other financial INStItULIONS .......coouiviiiiiiiiiiiiiii e 100%
Claims 0N OrdiNArY ENEEIPIISES . evuutrniiniti ettt ettt e et et et et et e et e e eea e eneenaennas 100%
g.  Claims on qualified small and micro enterprises ..........coeeeuveiuiiiiiiiiiiiiiiiniiiiieennnen. 75%
h.  Claims on individuals
i. Residential mortage 1OANS .....c.iiiiniiniiiie e 50%
ii.  The supplementary part of a supplementary financial facility secured by the
reevaluated net value of a mortgaged residence before the purchaser has
paid up all the TOANS ..iuniiiii e 150%
iii.  Other claims on individuals ..........ccoooiiiiiiiiiiii 75%
i. The balance of rental aSSELS ......iuuiiitiiiiiiii i 100%
] Equity
i. Equity investments in financial institutions (part not deducted)...................... 250%
ii. Passive equity investments in business €NterpriSes ......cveuveurirnernirnerneenernennennnns 400%
iii. Equity investment in business enterprises for policy reasons upon the
extraordinary approval of the State Council ..........coocoviiiiiiiiiiiiiiiiiiien, 400%
iv.  Other equity investments in business €NterPriSEs ......ceuveruniiuniernerrneinernernnennnes 1,250%
k. Real estate not for own use
i. Real estate not for own use, obtained by practicing mortgage rights within
the lawful diSpOSItion PEriod........oiuuiiiiiiiiiieii e 100%
ii.  Other real estate NOt fOr OWN USE ......co.ivitiriiiiiii e 1,250%
I. Other assets
i. Net deferred tax assets in reliance on the bank’s future profit (part not
AEAUCTEA) vttt e s 250%
ii.  Other assets on balance Sheet..........oooiiiiiiiiiiiiiii e 100%
Note:
(1)  These ratings refer to credit ratings of Standard & Poor’s or the equivalent thereof.
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Regulatory Requirements in respect of Capital Adequacy Ratios

Regulatory requirements in respect of the capital adequacy ratios of commercial banks include
the minimum capital requirement, capital conservation buffer requirement, countercyclical capital
buffer requirement, additional capital requirement for systematically important banks and capital
requirement under the second pillar.

The capital adequacy ratio of commercial banks at each tier must meet the following minimum
requirements:

° capital adequacy ratio shall not be lower than 8%;
° tier-one capital adequacy ratio shall not be lower than 6%; and
° core tier-one capital adequacy ratio shall not be lower than 5%.

Commercial banks are required to calculate and set aside their capital conservation buffer after
meeting the minimum capital requirements. The capital reservation buffer is required to be equal to
2.5% of risk-weighted assets and is to be fulfilled by core tier-one capital. Under certain
circumstances, commercial banks are required to calculate and set aside capital for meeting
countercyclical capital buffer requirements in addition to meeting the minimum capital requirements
and the capital reservation buffer requirements. The countercyclical capital buffer is required to be in
the range of 0% to 2.5% of risk-weighted assets and to be fulfilled by core tier-one capital.

In addition, systematically important banks in the PRC are required to calculate and set aside
additional capital in an amount equal to 1% of their risk-weighted assets, which is to be fulfilled by
core tier-one capital. If a PRC bank is recognized as a global systematically important bank, the
additional capital requirement applicable to it cannot be less strict than those requirements generally
provided for by the Basel Committee on Banking Supervision. As of the Latest Practicable Date, the
PRC regulator had issued no standards for determining, and no list of, such systematically important
banks.

Furthermore, the CBRC has the right to impose more prudent capital requirements under the
second pillar framework in order to ensure adequate risk coverage, including:

° specific capital requirements in respect of certain asset portfolios on the basis of risk
assessment; and

° specific capital requirements on an individual bank according to the results of supervisory
inspections.

Time Limit for Meeting the Requirements

The Capital Administrative Measures provide that commercial banks are required to meet the
regulatory requirements on capital adequacy ratios as set forth in those measures before the end of
2018, and where conditions permit, commercial banks are encouraged to meet the requirements ahead
of schedule.

To ensure the smooth implementation of the Capital Administrative Measures, on November 30,
2012, the CBRC promulgated the Notice Regarding the Arrangement of Transition Period of
Implementation of the Administrative Measures for the Capital of Commercial Banks (Provisional)
( B E < 2E8RAT & A P GRUT) > 48 U 0 22 PEAH B S I A 48 %0 ) ). This notice provides that
commercial banks must meet the minimum capital requirements and also provides that systematically
important banks in the PRC are required to meet the additional capital requirements before January
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1, 2013. During the transitional period, the capital reservation buffer requirement (2.5%) will be
gradually introduced and commercial banks are required to meet the following annual capital
adequacy ratio requirement:

As of December 31,

Type of Bank Item 2013 2014 2015 2016 2017 2018

Systematically Important Banks . Core tier-one capital adequacy 6.5% 6.9% 7.3% 7.7% 8.1% 8.5%
ratio

Tier-one capital adequacy ratio 7.5% 7.9% 8.3% 8.7% 9.1% 9.5%

Capital adequacy ratio 9.5% 9.9% 10.3%  10.7% 11.1%  11.5%
Other Banks.........cooiviiiiiiniiinnnnn, Core tier-one capital adequacy 5.5% 5.9% 6.3% 6.7% 7.1% 7.5%
ratio

Tier-one capital adequacy ratio 6.5% 6.9% 7.3% 7.7% 8.1% 8.5%

Capital adequacy ratio 8.5% 8.9% 9.3% 9.7% 10.1% 10.5%

Note:  Our Bank is categorized as “Other Banks” as shown in the table above.

In addition, if regulatory authorities require commercial banks to set up countercyclical capital
buffer requirements or impose capital requirements on an individual bank under the second pillar, the
regulatory authorities will prescribe a time limit for meeting the requirements. Commercial banks
subject to such additional requirements are required to meet the relevant deadlines.

Issuance of Capital Instruments to Replenish Capital

Since June 17, 2004, PRC commercial banks have been permitted to issue bonds which are
subordinated to the banks’ other liabilities but are senior to the banks’ equity capital, according to the
Measures for Administration on Issuance of Subordinated Bonds of Commercial Banks ({ ¥ 2£4R17 1K
AR AT E ML) ) jointly promulgated by the PBoC and CBRC. Upon approval by the CBRC,
PRC commercial banks may include such subordinated bonds in their supplementary capital.
Subordinated bonds can be issued either in a public offering in the interbank bond market or in a
private placement. PRC commercial banks may not hold an aggregate amount of subordinated bonds
issued by other banks in excess of 20% of their core capital. The issuance of subordinated bonds by
PRC commercial banks is subject to the approval of the CBRC and PBoC. The CBRC regulates the
qualification for bonds issue and the method for the inclusion in the supplementary capital. The PBoC
regulates the issuance and trading of subordinated bonds in the interbank bond market.

On September 5, 2006, the PBoC promulgated the Notice of PBoC (2006) No. 11 — Matters
Regarding the Issuance of Hybrid Capital Bonds by Commercial Banks (B A R ER17/A45(2006)
I ERATBITIR A EARE SN A B FE)), which clarified the definition of hybrid capital
bonds and specified the relevant issuance requirements.

On June 7, 2012, the CBRC promulgated the Capital Administrative Measures which redefined
the capital of a commercial bank from core capital and supplementary capital under the Capital
Adequacy Measures to core tier-one capital, other tier-one capital and tier-two capital. Also, the
Capital Administrative Measures proposed the concept and criteria for inclusion of tier-two capital
instruments, which differ from that of subordinated debt, subordinated bonds and hybrid capital bonds.
Pursuant to the Capital Administrative Measures, unqualified tier-two capital instruments issued by a
commercial bank before September 12, 2010 may be included in regulatory capital before January 1,
2013, but, from January 1, 2013, such instruments are to be decreased by 10% each year and, from
January 1, 2022, such instruments are no longer allowed to be included in regulatory capital. For a
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tier-two capital instrument issued by a commercial bank between September 12, 2010 and January 1,
2013, if the instrument has no write-down or share conversion clause but meets the other criteria for
inclusion of the relevant capital instruments, it may be included in regulatory capital before January
1, 2013, but, from January 1, 2013, such instruments are to be decreased by 10% each year and, from
January 1, 2022, such instruments are no longer allowed to be included in regulatory capital.

The Guiding Opinions on Capital Instrument Innovation of Commercial Banks (B ¥ 2 4R17
EAR T HAF M5 EZ L)) promulgated by the CBRC on November 29, 2012 allows and encourages
commercial banks to innovate capital instruments (including tier-two capital instruments) which
comply with the Capital Administrative Measures. Pursuant to the guiding opinions, other tier-one
capital and tier-two capital instruments issued by a commercial bank after January 1, 2013 must
contain a provision that requires such instruments to either be written down or converted into common
stock upon the occurrence of a triggering event. A triggering event for other tier-one capital
instruments occurs when the core tier-one capital adequacy ratio of the commercial bank falls to
5.125% or below. A triggering event for tier-two capital instruments occurs upon the earlier of (i) a
decision to write-down or share conversion, without which the commercial bank would become
non-viable, as determined by the CBRC; or (ii) the decision to make a public sector injection of
capital, or equivalent support, without which the commercial bank would have become non-viable, as
determined by relevant authorities.

On October 30, 2013, the CSRC and CBRC jointly promulgated the Guiding Opinions on the
Issuance of Corporate Bonds by Commercial Banks for Capital Replenishment (< BH 7 5% 3£ 8R17854T
Qﬁ%#%ﬁfﬁ%i‘%%ﬁ%ﬁﬁ.}), which became effective on November 6, 2013. Pursuant to these
Guiding Opinions, the listed/pre-IPO commercial banks proposing to issue written-down bonds to
supplement capital shall design the relevant terms of the corporate bonds appropriately, formulate a
feasible issuance plan, which shall be submitted to the CBRC for confirmation of the nature of capital
according to the relevant regulations. The CBRC shall then issue a regulatory opinion on such issuance
plan.

On November 30, 2013, the State Council promulgated the Guidance Opinions on the Pilot
Scheme of Preference Shares (CEHSFe B B et B8 E E L)), which sets out the
principles regarding the definition of preference shares, the priority of holders of preference shares
in receiving profits distribution and remaining assets, the repurchase and conversion of preference
shares, the restrictions on voting rights and recovery of voting rights, and the issuance and trading of
preference shares. On March 21, 2014, CSRC promulgated the Administrative Measures on the Pilot
Scheme of Preference Shares (B JEMalEiHE FEHFL)) which sets out specific requirements in
respect of the exercise of the rights of holders of preference shares, the issuance of preference shares
by listed companies, the non-public placement of preference shares by non-listed public companies,
the trading, transfer, registration and settlement of transactions, the information disclosure, the
repurchase, merger and acquisition and reorganization, and the regulatory measures and legal
liabilities.

On April 3, 2014, the CBRC and CSRC promulgated the Guiding Opinions on the Issuance of
Preference Shares by Commercial Banks for Replenishing Tier-one Capital (B S8R 11881718 ¢
JEAl 7 — A AR FEE Z 7)), which allows commercial banks to issue preference shares for
replenishing tier-one capital. The issuance of preference shares by commercial banks shall comply
with the relevant requirements of the State Council and CSRC subject to the conditions in relation to
raising capital replenishment instruments of the CBRC, and the core tier-one capital adequacy ratio
shall not be lower than prudential requirements of the CBRC. Commercial banks shall meet the
qualified standards on other tier-one capital instruments as required by the Capital Administrative
Measures and the Guiding Opinions of the CBRC on Capital Instrument Innovation of Commercial
Banks to issue preference shares for replenishing tier-one capital. Commercial banks shall submit the
application for the issuance of preference shares to the CBRC (including its local offices). They shall
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submit the application for the issuance to the CSRC after having obtained approval documents from
the CBRC. The CSRC shall approve the application in accordance with the Administrative Measures
on the Pilot Scheme of Preference Shares and the relevant supporting rules. If non-listed commercial
banks issue preference shares, they shall apply for listing and publicly transferring the shares on the
National Equities Exchange and Quotations System in accordance with the relevant requirements of
the CSRC, and shall be supervised as non-listed public companies.

Issuance of Special Financial Bonds for Small and Micro Enterprise Loans

In May 2011, the CBRC promulgated the Notice on Supporting Commercial Banks to Further
Improve the Financial Services Offered to Small Enterprises (€ B8 B € B it SZ Frp LR 17—
MM ZE RIS A H) ), which provides that, subject to fulfilment of prudent regulatory
requirements, the CBRC will prioritize its support to commercial banks, which has outstanding loans
to small enterprises reaching a certain proportion of its total outstanding loans to enterprises, to issue
financial bonds specifically for loans to small businesses. In October 2011, the CBRC promulgated the
Supplementary Notice on Supporting Commercial Banks to Further Improve the Financing Services
Offered to Small-businesses (' 198 61 5 B ) A < 4 P SE AR AT A — 2B O /N TR R 4 2E B RO 1) Al
FLAFNY), which sets out further provisions for the issuance of special financial bonds for small and
micro business loans by commercial banks.

CBRC’s Supervision of Capital Adequacy

The CBRC is responsible for supervising the capital adequacy of banking institutions in the PRC.
It reviews and evaluates banking institutions’ capital adequacy through both on-site examination and
off-site surveillance. Commercial banks are required to report to the CBRC their unconsolidated
capital adequacy ratios on a quarterly basis and their consolidated capital adequacy ratios on a
semi-annual basis.

Under the Capital Administrative Measures, commercial banks are classified into four categories
based on their capital adequacy ratios, and the CBRC adopts corresponding actions to these banks, the
details of which are set forth below.

Categories Capital adequacy CBRC actions

Grade T......ooevieiinnie. Commercial banks which meet all e to require the commercial bank to
the capital requirements for improve the analysis and forecast
capital adequacy ratio, tier-one of the reasons for the decrease of
capital adequacy ratio and core its capital adequacy ratios; to
tier-one capital adequacy ratio. require the commercial bank to

formulate a practicable capital
adequacy ratio management plan;
and

° to require the commercial bank to
improve its risk control capability.
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Categories

Capital adequacy

CBRC actions

Grade II.

Grade III

Commercial banks which fail to
meet the second pillar capital
requirements but meet all other
capital requirements for capital
adequacy ratio, tier-one capital
adequacy ratio and core tier-one
capital adequacy ratio.

Commercial banks which meet all
the minimum capital requirements
for capital adequacy ratio,
tier-one capital adequacy ratio
and core tier-one capital
adequacy ratio but fail to meet
other capital requirements.
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to adopt the regulatory measures
for Grade I banks;

to hold talks on prudent practice
with the board of directors and the
senior ~ management of  the
commercial bank;

to issue a regulatory opinion,
which must include the problems
identified  with  the  capital
management of the commercial
bank, the proposed measures for
remediation and the opinion on
meeting the requirements within
the prescribed time limit;

to require the commercial bank to
formulate a practicable capital
replenishment plan and the plan
for meeting the requirements
within the prescribed time limit;
to increase the frequency of
supervision and inspection of the
capital adequacy of the
commercial bank; and

to require the commercial bank to
take risk-mitigation measures for
specific risk areas.

to adopt the regulatory measures
for Grades I and II banks;

to restrict the commercial bank
from distributing dividends and
other income;

to restrict the commercial bank
from granting any of
incentives to directors and senior
management;

form

to restrict the commercial bank
from making equity investments or
repurchasing capital instruments;
to restrict the commercial bank
from incurring major capital
expenditure; and

to require the commercial bank to
control the growth of risky assets.
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Categories Capital adequacy

CBRC actions

Grade IV......coooiiiinil. Commercial banks which fail to

Note:

()

meet the minimum capital
requirement for any of capital
adequacy ratio, tier-one capital
adequacy ratio and core tier-one
capital adequacy ratio.

to adopt the regulatory measures
for Grade I, II and III banks;

to require the commercial bank to
significantly downsize risky
assets;

to order the commercial bank to
suspend all  high-risk  asset
businesses;

to restrict or prohibit the
commercial bank from establishing
new institutions or launching new
businesses;

to require the commercial bank to
write down tier-two  capital
instruments or convert them into
ordinary shares;

to order the commercial bank to
change its directors or senior
management or restrict their
rights;

to lawfully take over the
commercial bank or procure the
institutional reorganization of, or
even dissolve, the commercial
bank; and

to consider other external factors
and take other necessary measures
in order to solve the problems
faced by Grade IV commercial
banks.

As of December 31, 2016, our Bank was a Grade I bank as shown in the table above.
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Introduction of the New Leverage Requirements

In an effort to supplement the effect of risk-based capital adequacy requirements, CBRC
amended the Administrative Measures on the Leverage Ratio of Commercial Banks (P 28R 17 /6 #2
AP )) (the “Administrative Measures”) on January 30, 2015, which came into effect on April
1, 2015.

Pursuant to these measures, commercial banks are required to maintain a leverage ratio not lower
than 4%, notwithstanding the consolidation of statements. The formula for calculating the leverage
ratio is as follows:

Tier-one capital — Tier-one capital deductions
Leverage ratio = x 100%
Balance of Adjusted on- and off-balance sheet assets

Pursuant to these measures, in calculating the leverage ratio, with the exception of loan
commitment that could be canceled unconditionally at any time being calculated on the basis of the
credit conversion factor of 10%, other off-balance sheet items shall be measured in accordance with
the credit conversion factors by use of credit risk weighting method in the Capital Administrative
Measures. Commercial banks are also required to report to the CBRC their consolidated leverage
ratios on a semiannual basis and their unconsolidated leverage ratios on a quarterly basis. For a
commercial bank which fails to meet the minimum leverage ratio, the CBRC may take regulatory
actions, including requiring the commercial bank to: (i) supplement its tier-one capital within a
specified period; (ii) control the growth of its on- and off-balance sheet assets; and (iii) reduce the size
of its on- and off-balance sheet assets. If the commercial bank fails to remediate its non-compliance
within the specified period, or its behavior has seriously endangered its sound operation or damaged
the legitimate interests of depositors or other clients, the CBRC may take relevant regulatory actions
pursuant to the PRC Banking Supervision and Regulatory Law. In addition to the above-mentioned
measures, the CBRC may also impose an administrative penalty upon the commercial bank.

The Administrative Measures adjusts quantitative methodologies to calculate the leverage ratio
of off-balance-sheet items such as bank acceptances, guarantees, letters of credit and trade finance. In
addition, the Administrative Measures implements a more stringent requirements on leverage ratio
disclosure. The Administrative Measures no longer applies a 100% credit conversion factor for
off-balance-sheet items such as bank acceptances, guarantees, letters of credit and trade finance.
Instead, conversion factors of 10%, 20%, 50% and 100% are applied to different items.

The above measures also provide that systematically important banks are required to meet the
regulatory requirements on leverage ratio before April 1, 2015 when Administrative Measures
becomes effective, while non-systematically important banks are required to meet such requirements
before the end of 2016. Although our Bank is a non-systematically important bank, our Bank has met
the regulatory requirement to have a leverage ratio of not less than 4%.

Basel Accords

The Basel Capital Accord, or Basel I, was introduced by the Basel Committee on Banking
Supervision, or the Basel Committee, in 1988. Basel I is a capital measurement system for banks that
provides for the implementation of a credit risk measurement framework with a minimum capital
standard of 8%. Since 1998, the Basel Committee has issued certain proposals for Basel II, to replace
Basel 1. Basel II retained the key elements of Basel I, including the general requirement for banks to
hold total capital equivalent to at least 8% of their risk-weighted assets, but sought to improve the
capital framework in various key respects, including: (i) establishment of the “three pillars”
framework, namely the first pillar “minimum capital standard”, the second pillar “supervision and
regulation by regulatory authorities” and the third pillar “information disclosure”; and (ii) introducing
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material changes to the calculation of capital adequacy. In response to the deficiencies in financial
regulation revealed by the 2008 financial crisis, the Basel Committee on Banking Supervision started
to advance the global financial regulatory reform in an effort to further strengthen the regulation,
supervision and risk management of the banking industry. In such circumstances, Basel III was drafted
and then endorsed by G20 Leaders at their November 2010 Seoul summit. On December 16, 2010,
Basel III was officially issued by the Basel Committee on Banking Supervision. Basel III enhances
micro-prudential regulation and supervision and adds a macro-prudential overlay. These two
approaches to supervision are complementary as greater resilience at the individual bank level reduces
the risk of system-wide shocks. In summary, Basel III (i) strengthens capital adequacy in capital
resources, risk-weighted assets and capital ratios by requiring banks to hold more higher-quality
capital against more conservatively calculated risk-weighted assets; (ii) introduces a new leverage
ratio as a backstop to the risk-based requirement, which is aimed at promoting the build-up of capital
that can be drawn down in periods of stress; and (iii) introduces two new global liquidity standards,
which aim to ensure that adequate funding is maintained in case of crisis.

CBRC promulgated and amended the Capital Adequacy Measures on February 23, 2004 and July
3, 2007, respectively. CBRC has advised that the Capital Adequacy Measures are based on Basel I,
while also taking into consideration certain aspects of Basel II. In March 2009, China officially joined
the Basel Committee and participated in the establishment of international standards for banking
supervision, which is conducive to the upgrading of supervision techniques and supervision levels in
China’s banking industry.

In line with the reform of Basel Accords and the implementation of Basel III, on April 27, 2011,
the CBRC promulgated the Guiding Opinions on the Implementation of New Regulatory Standards in
China’s Banking Industry (<[ 41 B & B b B0 GR AT 25 B0 e b B B AR ME I 45 35 2 50) ), which set out
the key targets and principles for the reform of China’s capital regulatory framework. On June 1, 2011,
the CBRC issued the Administrative Measures on the Leverage Ratio of Commercial Banks ({7348
TR RE L)), On June 7, 2012, the CBRC issued the Capital Administrative Measures (&
AEIHEE)) which came into effect on January 1, 2013 and superseded the Capital Adequacy
Measures (&4 70 & ##1%) ) and related guidelines. In an effort to enhance the effectiveness of capital
supervision, improve the risk management capability of commercial banks and strengthen the
constraint function of the market, on July 19, 2013, the CBRC issued the following four policy
documents to complement the Capital Administrative Measures: the Measurement Rules for Risk
Exposure Capital of Central Counterparties ({H 9557 ¥ FE G Z i EARTIEBHAD); the
Supervisory Requirements Concerning Information Disclosure on the Capital Composition of
Commercial Banks (B M 2E8R1T & A B A5 B4 #8 19 B2 23K ) ); the Supplemental Supervisory
Requirements Concerning the Implementation of Internal Ratings-based Approach by Commercial
Banks (€7 P8 26 8047 B0 it 0 0 5T S0k A 4 78 5 4 225K ) ); and the Questions and Answers Regarding
the Capital Supervisory Policy ((EAEEBURM)). In September 2015, the CBRC revised the
Administrative Measures on the Liquidity Risk of Commercial Banks (Trial) (P ZE SR AT 0 B 1 J g
EHEHEE (G047) )). In January 2014, the Basel Committee issued the Leverage Ratio Framework and
Disclosure Requirements in the Third Installment of Basel Accords ({55 = hit L Z€ 77 17 i b H R AE 42
F1% #%% 23K ) ), which revised the international rules in relation to leverage ratio. According to the new
rules of leverage ratio by the Basel Committee, in 2015, the CBRC revised the Administrative
Measures on the Leverage Ratio of Commercial Banks (P ZR1T MR REMAL)) which was
issued on June 1, 2011, and put forward clearer and stricter requirements for the disclosure of leverage
ratio of commercial banks.
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LOAN CLASSIFICATION, ALLOWANCES AND WRITE-OFFS
Loan Classification

On July 3, 2007, the CBRC issued the Guidelines of Risk-based Classification of Loans (£
JEB 73 %546 51 ) ), requiring banks in China to classify the loans by judging the possibility that the
debtors could repay in full the loan principals and interests timely in accordance with the
five-category loan classification system. The five-category loan classification refers to “normal,”
“special mention,” “substandard,” “doubtful” and “loss”. Loans classified as substandard, doubtful
and loss are regarded as non-performing. The primary factors for evaluating the likelihood of
repayment include the borrower’s cash flow, financial conditions and credit record.

Loan Loss Allowance

According to the Guidelines of Risk-based Classification of Loans, a loan classified as
substandard, doubtful or loss is considered to be non-performing, and commercial banks are required
to make allowance based on a reasonable estimate of the probable loss on a prudent and timely basis.

Under the Guidelines on Bank Loan Loss Allowance ({ERITHEZIBREMFIILIES]))
promulgated by the PBoC on April 2, 2002, commercial banks are required to make a general loan loss
allowance on a quarterly basis and to have a general allowance of not less than 1% of the loan balance
at the end of the year. The guidelines provide additional guidance on the proportion of specific
allowance for each loan category: 2% for special mention loans; 25% for substandard loans; 50% for
doubtful loans and 100% for loss loans. Allowance for losses of substandard and doubtful loans may
be set aside within a floating range of 20%. Commercial banks may make special allowance in
accordance with special risk factors (including risks in association with certain industries and
countries), probability of losses and historical experience.

In accordance with the Administrative Measures for Loan Loss Allowance of Commercial
Banks ({7 ZE 8R4 BB R MEM A FEH19%) ), which was promulgated by the CBRC on July 27, 2011
and became effective on January 1, 2012, the adequacy ratio of loan loss allowance of commercial
banks is assessed based on its allowance to total loan ratio and its allowance to non-performing loan
ratio, the benchmarks of which are 2.5% and 150%, respectively. The higher of the two ratios will be
taken to be the supervisory standard. The boards of directors of commercial banks are required to
assume ultimate responsibility for the management of loan loss allowance. Systematically important
banks are required to reach the standard by the end of 2013, and non-systematically important banks
are required to reach such standard by the end of 2016. Those failing to reach the standard by the end
of 2016 are required to formulate a plan on how to reach such standard, submit the same to banking
regulatory authorities and reach such standard by the end of 2018 at the latest.

CBRC’s Supervision of Loan Classification and Loan Loss Allowance

Commercial banks are required to formulate detailed internal procedures that clearly define the
responsibilities of each relevant department with respect to loan classification, approval, review and
related matters. In addition, commercial banks are required to report to the CBRC information
regarding loan classification and loan loss allowance on a regular basis via quarterly report and annual
report. Based on the review of these reports, the CBRC may require commercial banks to explain
significant changes in loan classification and loan loss allowance levels, or to carry out further
inspections. After the Administrative Measures for Loan Loss Allowance of Commercial Banks took
effect on January 1, 2012, banking regulatory authorities can issue risk notices to a commercial bank
and require remediation to be made accordingly if the commercial bank fails to meet the relevant
minimum loan loss allowance standards for consecutive three months. Banking regulatory authorities
have the power to take further regulatory actions pursuant to the PRC Banking Supervision and
Regulatory Law if such non-compliance lasts for consecutive six months.
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Bulk Transfer of Non-performing Assets

Pursuant to the Administrative Measures for Bulk Transfer of Non-performing Assets of
Financial Enterprises (€<l {264 R & 7 it 5 #58 4 PEHZ) ) promulgated by the MOF and CBRC
on January 18, 2012, financial enterprises may carry out bulk transfer of their non-performing credit
assets and non-credit assets generated from their business operations, including loans in the
substandard, doubtful and loss categories recognized according to statutory processes and standards,
written-off book assets, assets for the offsetting of debt and other non-performing assets.

Loan Write-offs

Under the regulations issued by the CBRC, PBoC and MOF, commercial banks are required to
establish a strict audit and approval process to write off loan losses. In order to be written off, a loan
needs to meet the standards set by the MOF. Losses realized when writing off loans are deductible for
tax purposes, but such deduction is subject to the review and approval of the tax authorities.

Allowance and Statutory General Reserve for Impairment Losses

On March 30, 2012, the MOF issued the Administrative Measures for the Provisioning for
Reserves of Financial Enterprises (€<l {3 EAM 5 wH42 % BHZ) ), which requires the statutory
general reserve to be generally no less than 1.5% of the risk-bearing assets of the financial institutions
at the balance sheet date. Financial enterprises that have adopted the standardized approach to
calculate the statutory general reserve should temporarily use the following standard risk weightings
for credit assets: 1.5% for normal loans, 3% for special mention loans, 30% for substandard loans,
60% for doubtful loans and 100% for loss loans. If the level of general reserve of a financial enterprise
fails to reach 1.5% of the aggregate amount of risk assets at the balance sheet date, the financial
enterprise is allowed to achieve the requirement within a certain period of time, in principle not
exceeding five years.

OTHER OPERATIONAL AND RISK MANAGEMENT RATIOS
The Core Indicators (Provisional) issued by the CBRC became effective on January 1, 2006.

The table below sets forth the required ratios of Core Indicators (Provisional) and the ratios of
the Bank on an unconsolidated basis under PRC GAAP as of or for the years ended December 31,
2014, 2015 and 2016. The calculation approach is the same as our Bank submitted to the CBRC / its
local office.

Ratios of our Bank (%)

As of and for the year ended
December 31,

Risk level Primary indicators  Secondary indicators Requirement 2014 2015 2016
(%)
Risk Level
Liquidity Risk ... Liquidity ratio'" RMB =25 55.40 32.54 48.13
Foreign currency N/A N/A 111.83
Core liabilities ratio® =60 63.98 53.32 4431
Liquidity gap ratio® =(10) 26.26 3.59 5.87
Credit risk.......... Non-performing asset <4 1.17 1.01 1.03
ratio™®
Non-performing loan <5 1.83 1.87 1.87
ratio®
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Ratios of our Bank (%)

As of and for the year ended
December 31,

Risk level Primary indicators  Secondary indicators Requirement 2014 2015 2016
(%)
Credit exposure to a <15 0.69 5.80 3.56
single group
customer'®
Loan exposure to a <10 0.47 5.80 2.22
single customer”
Overall credit <50 0.00 1.16 3.53
exposure to related
parties®
Market risk......... Cumulative foreign <20 N/A N/A 0.39
currency exposure
ratio
Risk Cushion
Profitability ....... Cost-to-income <45 36.39 39.51 42.42
ratio"'?
ROAAMD =0.6 1.38 1.19 0.93
ROAE"? =11 12.15 10.22 10.15
Allowance Allowance adequacy >100 333.10 353.12 293.77
Adequacy ...... ratio for asset
losses'?
Allowance adequacy >100 340.74 356.95 347.93
ratio for loan"*
Capital Capital adequacy
adequacy ........ ratio"”
Capital adequacy ratio =10.5 19.78 16.21 12.17
Tier-one capital =8.5 18.67 15.09 11.17
adequacy ratio
Core tier-one capital =75 18.67 15.09 11.17

Notes:

(1)

(2)

(3)

(4)

(5)

adequacy ratio

Liquidity ratio = Current assets/Current liabilities x 100%. Current assets include cash, gold, surplus deposit reserve, net
placement and deposits with banks and other financial institutions due within one month, interest receivable and other
receivables due within one month, qualified loans due within one month, bond investments due within one month, debt
securities that can be liquidated on the domestic or international secondary market at any time and other liquid assets
due within one month (excluding the non-performing portion of such assets). Current liabilities include demand deposits
(excluding fiscal deposits), time deposits due within one month (excluding fiscal deposits), net placements and deposits
from banks and other financial institutions due within one month, issued bonds due within one month, interest payable
and all kinds of payables due within one month, borrowings from PBoC due within one month and other liabilities due
within one month.

Core liabilities ratio = Amount of core liabilities/amount of total liabilities x 100%. Core liabilities refer to the total of
time deposit with remaining maturities of three months or longer, issued debt securities and 50% of demand deposits in
the past 12 months. Total liabilities refer to total liabilities on the balance sheet prepared under PRC GAAP.
Liquidity gap ratio = Liquidity gap/Amount of on- or off-balance sheet assets with maturities of 90 days or less x 100%.
Liquidity gap refers to the amount of on- or off-balance sheet assets with maturities of 90 days or less minus the amount
of on- or off-balance sheet liabilities with maturities of 90 days or less.

Non-performing asset ratio = Amount of non-performing assets subject to credit risk/Amount of assets subject to credit
risk x 100%. Non-performing credit risk assets include non-performing loans and other credit risk assets categorized as
non-performing. The categorization of non-loan credit risk assets is in accordance with relevant CBRC regulations.
Non-performing loan ratio = Amount of non-performing loans/Amount of total loans x 100%. Non-performing loans refer
to loans in the substandard, doubtful and loss categories according to PBoC and CBRC'’s five category loan classification
system.
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(6)  Credit exposure to a single group customer = Total credit granted to the largest group customer/Net capital x 100%.
Largest group customer refers to the single group customer granted the highest credit limit at the end of the period.

(7)  Loan exposure to a single customer = Total loans to the largest customer/Net capital x 100%. Largest customer refers
to the customer with the highest amount of loans outstanding at the end of the period.

(8)  Overall credit exposure to related parties = Total granted credit limit to all related parties/Net capital x 100%. Related
parties refer to parties defined in the Administrative Measures on Connected Transactions with Insiders and Shareholders
of Commercial Banks (7 28R4 7 B A 5 A B B I 52 5 4 B3I ) ). Total granted credit limit to all related parties
refers to total credit limit granted to such parties minus cash deposit guarantees and collateral in the form of bank
deposits and Chinese government bonds.

(9)  Cumulative foreign currency exposure ratio = Amount of cumulative foreign currency exposure/Net capital x 100%.
Cumulative foreign currency exposure refers to exchange rate sensitive foreign currency assets subtracted by exchange
rate sensitive foreign currency liabilities.

(10) Cost-to-income ratio = Operating expenses/Operating income x 100%.

(11) Return on average assets = Net profit/average balance of assets x 100%.

(12) Return on average equity = Net profit/average balance of shareholders’ equity for the period x 100%.

(13) Allowance adequacy ratio for asset losses = Actual amount of allowance for assets subject to credit risk/Required amount
of allowance for assets subject to credit risk x 100%.

(14) Allowance adequacy ratio for loan losses = Actual amount of allowance for loans/Required amount of allowance for loans
x 100%.

(15) Capital adequacy ratio = (Capital - capital deductions)/(Risk-weighted assets + 12.5 x capital charge for market risk).
Core capital adequacy ratio = (Core capital - core capital deductions)/(Risk-weighted assets + 12.5 x capital charge for
market risk). Since 2013, we have also calculated and disclosed the capital adequacy ratios according to the Capital

Administrative Measures for Commercial Banks (Provisional) ({ZE8R4T &A% M (i{4T) )). Under the Capital
Administrative Measures for Commercial Banks (Provisional) ({38R4T &EAE BLHED: (il47) )), capital adequacy
ratio = (Total capital - corresponding capital deductions)/risk-weighted assets; tier-one capital adequacy ratio = (tier-one
capital - corresponding capital deductions)/risk-weighted assets; core tier-one capital adequacy ratio = (core tier-one
capital - corresponding capital deductions)/risk-weighted assets. According to the Capital administrative Measures, as of
December 31, 2016, the Bank’s capital adequacy ratio, tier-one capital adequacy ratio, and core tier-one capital adequacy
ratio were 12.17%, 11.17%, and 11.17%, respectively.

As at the end of 2014, 2015 and 2016, the core liabilities ratio of the Bank was 63.98%, 53.32%
and 44.31%, respectively, which didn’t meet the core liabilities ratio requirement under the Core
Indicators (Provisional). It was primarily attributable to the increase in our funds from interbank
market, which are considered non-core liabilities, as a percentages of our total liabilities, which has
increased due to our continuously diversified funding sources and financing channels. Therefore, such
non-compliance does not shed light on any material liquidity issues. As advised by King & Wood
Mallesons, our PRC legal advisor, the Core Indicators (Provisional) provides no penalties in respect
of any incompliance with the core liabilities ratio therein. As stated under the Core Indicators
(Provisional), unless otherwise stipulated by laws, administrative regulations and department rules,
the Core Indicators (Provisional) shall not be taken as the direct basis of any administrative penalties.
Moreover, failing to meet the core liabilities ratio may not necessarily lead to any direct significant
liquidity risks. Pursuant to the Administrative Measures on the Liquidity Risk of Commercial Banks
(Provisional) (K7 S8R4T it B M EL B 4 BE A% (3047) )) promulgated by the CBRC on January 17,
2014 and implemented on March 1, 2014, the core liabilities ratio no longer acted as one of regulator
indicators.

To improve our core liabilities ratio and manage liquidity risks, we have been actively attracting
time deposits from customers, particularly, time deposits with remaining maturities over three months
through improved marketing efforts and service quality to customers. In addition, the Bank also
closely monitors and timely manages the interbank liabilities so that it could properly manage the size
of its total liabilities to ensure the compliance with the required core liabilities ratio.

The return on average equity of 12.15% in 2014 complied with the requirement under the Core
Indicators (Provisional). In 2015 and 2016, the return on average equity of the Bank was 10.22% and
10.15%, respectively, which didn’t meet the requirement under the Core Indicators (Provisional). It
was mainly due to the two increases in share capital made by the Group in 2014 and 2015, which in
aggregate increased the net assets by RMB&8.4 billion and made the capital increased by 45% as
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compared with that in 2014, diluting the return on average equity in a short time. As advised by King
& Wood Mallesons, our PRC legal advisor, the Core Indicators (Provisional) provides no penalties in
respect of any incompliance with the return on average equity therein. As stated under the Core
Indicators (Provisional), unless otherwise stipulated by laws, administrative regulations and
department rules, the Core Indicators (Provisional) shall not be taken as the direct basis of any
administrative penalties.

The Bank will disclose any incompliance with regulatory regulations in interim reports and
annual reports upon listing.

In addition, the Core Indicators (Provisional) sets out guidance on other ratios, including ratios
relating to interest rate sensitivity, operational risk and loan migration. The CBRC may make these as
mandatory requirements in the future.

DEPOSIT INSURANCE REGIME

On February 17, 2015, State Council promulgated the Deposit Insurance Regulation ( {£7 K & b
& 451)), effective from May 1, 2015. Under this regulation, all deposit-taking financial institutions in
China, excluding branches of foreign banks, are subject to the newly established deposit insurance
regime. Upon the failure of a deposit-taking financial institution, each depositor of the failed financial
institution is entitled to protection of up to RMB500,000 on deposits with the failed financial
institution. Within this limit, depositors are fully protected (including principal of and accrued interest
on the deposits denominated in Renminbi or foreign currencies).

Deposit-taking financial institutions are required to pay insurance premiums consisting of a flat
premium and risk-based premium. The premium structure is decided by the deposit insurance
institution and approved by the State Council. The premiums are paid every six months. The funds
from the deposit insurance premium payments will be kept with the PBoC, or invested in PRC
government bonds, PBoC bills and high-grade bonds.

CORPORATE GOVERNANCE AND INTERNAL CONTROLS
Corporate Governance

The PRC Company Law, the PRC Commercial Banking Law and other laws, regulations and
regulatory documents provided specific requirements for corporate governance. Among them, the
Guidelines on Corporate Governance of Commercial Banks (P £4R1TA FIIGHAE5])), which were
issued by the CBRC on July 19, 2013, require commercial banks to establish a sound corporate
governance system and a clear organizational structure, with management and supervisory powers,
functions and responsibilities being clearly split among the board, the supervisory board and the
senior management. The guidelines also require commercial banks to abide by the principles of
independent operation, effective checks and balances, mutual cooperation and coordinated running,
and establish reasonable incentive and restraint mechanisms in order to achieve reasonability and
efficiency in decision-making, execution and supervision.

As for the composition of the board of directors, according to Guidelines on the Duties of the
Board of Directors of Joint Stock Commercial Banks (Provisional) (%% 7 24047 25 2F & Fa ik 45
51 (#17))) issued by the CBRC, a commercial bank with a registered capital exceeding RMB1 billion
is required to have at least three independent directors. As for the composition of the supervisory
board, according to the Guidelines on the Functioning of Supervisory Board of Commercial Banks (
CPIZESRITE: & T/E4551)) issued by the CBRC, the proportion of employees representative
supervisors or that of external supervisors cannot be less than one-third of the supervisory board. In
addition, the Guidelines on Independent Directors and External Supervisors of Joint Stock
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Commercial Banks (<0 il 7 SE 4R 1T M8 37 % F AN AN B S5 I BE48 51 )) requires that the board of
directors of a commercial bank should have at least two independent directors and the supervisory
board should have at least two external supervisors. According to the Measures for Evaluating the
Performance of Directors of Commercial Banks (Provisional) ({7 34817 # & B I FEE IHEGLIT))),
commercial banks are required to evaluate the performance of their directors in accordance with
applicable laws, regulations and rules. According to the Supervisory Guidelines on Sound
Compensation in Commercial Banks (i S8R 17 T8 (@ %M B 5 5 51) ), commercial banks are required
to establish a compensation mechanism in line with the cultivation of talents and risk control.

Internal Controls

The CBRC promulgated and amended the Internal Control Guidelines for Commercial Banks
(P ZESRITNFEERI 551 ) ) on July 3, 2007 and September 12, 2014, respectively. Commercial banks
are required to establish internal controls to ensure effective risk management for their business
activities. PRC commercial banks are also required to appoint a dedicated department to be the
internal control management functional department which shall take the lead in making overall
planning and organizing the implementation, inspection and appraisal of internal control system. In
addition, an internal audit department should also be established to exercise supervision over internal
control, audit the sufficiency and effectiveness of the internal control, report the problems discovered
in the auditing to the board of directors and supervise the remediation.

On May 22, 2008, the Basic Rules on Enterprise Internal Control (A& A1 &8 il 3 A K i) )
were promulgated jointly by the MOF, CBRC, NAO, CSRC and CIRC and became effective on July
I, 2009. The rules require enterprises to establish and implement internal control systems, utilize
information technology to strengthen internal control and establish information systems addressing
their operational and management needs, among other matters.

In accordance with the Guidelines on the Corporate Governance of Commercial Banks
promulgated by the CBRC on July 19, 2013, commercial banks are required to establish an
accountability system for a sound internal control environment. Under this system, the board of
directors and senior management are required to maintain their respective accountability for the
effectiveness of internal control and are required to be liable for material losses caused by a
breakdown in internal control. In addition, the supervisory board is required to perform its internal
control and supervisory obligations by supervising directors and senior management, and refining the
system and rules of internal control. Commercial banks are required to establish an independent
department for effectively supervising and evaluating internal control, which reports directly to the
board of directors, supervisory board and senior management on the progress of developing the
internal control system and its enforcement.

On April 16, 2016, the CBRC issued the Guidelines for the Internal Audit of Commercial Bank
( CPHZESRATINERAEFTFE5])). Commercial banks are required to establish an audit committee of the
board with at least three members, a majority of whom must be independent directors. Commercial
banks are also required to establish an internal audit department consisting of sufficient internal
auditors, who shall in principle represent 1% or more of the bank’s total number of employees. The
guidelines set forth the responsibility range of the internal audit department and the process of the
internal audit work.

Information Disclosure Requirements

Pursuant to the Measures for the Information Disclosure of Commercial Banks (P ZE4R17 15 5
P% #& }#7% ) ) and the Guidelines on Corporate Governance of Commercial Banks (P 268172\ Al iR
$851)) promulgated and implemented by the CBRC on July 3, 2007 and July 19, 2013, respectively,
a PRC commercial bank is required to publish an annual report (including an audited financial report)
within four months of the end of each financial year disclosing its financial position and operational
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results. The board of directors of the commercial banks shall be responsible for the disclosure of
information. Disclosure documents include periodical reports, interim reports and other relevant
materials required by the regulations. The commercial banks shall disclose information via annual
reports, website or other methods to facilitate timely access to the disclosed information by the
shareholders and other stakeholders. The listed commercial banks shall also disclose information in
compliance with the relevant provisions promulgated by the securities regulatory authority.

Transactions with Related Parties

The Administrative Measures on Connected Transactions with Insiders and Shareholders of
Commercial Banks (<7 384T B A 3 A\ 0 0 o BH Gt 28 &) &7 L 3#7%: ) ) promulgated by the CBRC in
April 2004, which provided stringent and detailed requirements on the related party transactions of
PRC commercial banks, require PRC commercial banks to adhere to the principles of good faith and
fairness in conducting related party transactions. PRC commercial banks are not allowed to grant
unsecured loans to related parties. Under PRC laws and regulations, related party transactions of
commercial banks are required to be based on commercial principles and on terms no more favorable
than similar transactions with non-related parties.

These measures set out detailed provisions on the definition of a related party, the form and
content of a related party transaction as well as the procedures and principles which must be followed
in related party transactions.

Pursuant to these measures, commercial banks must submit to the CBRC, on a quarterly basis,
status reports regarding their related party transactions, and must disclose information relating to
related parties and related party transactions in the notes to their financial statements. Furthermore,
the board of directors of commercial banks is required to report specifically on the implementation of
the management of related party transactions and such related party transactions annually to the
shareholders’ general meeting. The CBRC has the power to take actions against the bank and/or the
related parties, including ordering remediation of the non-compliance, imposing limitations on
shareholders’ rights, ordering transfer of shares, ordering change of directors or senior management
and imposing fines.

RISK MANAGEMENT

Since its inception, the CBRC has published, in addition to guidelines concerning granting loan
and credit to certain specific industries and customers and measures in respect of the implementation
of Basel Accords, numerous risk management guidelines and rules in an effort to improve the risk
management of PRC commercial banks, including operational risk management, market risk
management, compliance risk management, liquidity risk management, information technology risk
management and a supervisory rating system. For the guidelines concerning loans and credit to certain
specific industries and customers and measures in respect of the implementation of Basel Accords,
please see “

113

— Regulation on Principal Commercial Banking Activities — Lending” and “—
Supervision Over Capital Adequacy — Introduction of the New Leverage Requirements — Basel
Accords”. The CBRC also issued the Core Indicators (Provisional) as a basis of supervising the risk
management of PRC commercial banks. The CBRC established requirements for certain ratios relating
to risk levels and risk provisions in the Core Indicators (Provisional) and is expected to establish
requirements for certain ratios relating to risk mitigation for the purpose of evaluating and monitoring
the risks of PRC commercial banks. Please see “— Other Operational and Risk Management Ratios”.
The CBRC periodically collects data through off-site surveillance to analyse such indicators and
evaluate and issue early warnings of the risks on a timely basis.
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Operational Risk Management

On March 22, 2005, the CBRC promulgated the Circular on Strengthening Control of Operational
Risk (CBH I K By o #5 /E JE B L AE Sy B4 A1) ) to further strengthen PRC commercial banks’
ability to identify, manage and control operational risks. Under this Circular, commercial banks are
required to establish internal policies and procedures specifically for the management and control of
operational risks. A bank’s internal audit department and business operations department are required
to conduct independent and ad hoc reviews and examinations of the bank’s business operations from
time to time, as well as ongoing reviews and examinations for business areas involving a greater
degree of operational risks. Moreover, a commercial bank’s headquarter is required to assess the
implementation of, and compliance with, its internal policies and procedures on operational risks.

The Circular sets out detailed requirements relating to, among other things, establishing a system
under which officers at junior level responsible for business operations are required to rotate on a
regular basis and have compulsory leave; establishing a system to encourage employees to fully
comply with applicable regulations and internal rules and policies; improving the regular checking of
account balances of their customers by PRC commercial banks; improving the timely checking of the
banks’ internal accounting; segregating persons responsible for bookkeeping from those responsible
for account reconciliation; and establishing a system to strictly control and manage the use and
keeping of chops, specimen signatures and evidential vouchers.

Furthermore, on May 14, 2007, the CBRC promulgated the Guidelines on Operational Risk
Management of Commercial Banks ({3817 #:/E E B & #HE51)) to enhance the risk management
abilities of the PRC Commercial banks. These guidelines mainly address, among other things, the
supervision and controls of the board of directors, responsibilities of senior management, proper
organizational structure, and operational risk management policies, approaches, procedures and rules
in relation to capital requirement for operational risks of provisions. Those policies and procedures
are required to be submitted to the CBRC for filing. If a significant operational risk occurs and the
commercial bank fails to adopt effective corrective measures within a specified period, the CBRC has
the power to take relevant regulatory measures.

On June 2, 2015, the CBRC issued the Notice of the General Office of the China Banking
Regulatory Commission on Strengthening Internal Control Management of Banking Financial
Institutions and Effectively Preventing Operational Risks of Counter Business (€ " [ $ & € /A BE B
TP TN SR AT S 4 AR A PR 42 A SR K S T SE AR AE R A M) in order  to  promote
standardized operation of banking institutions, effectively prevent cases arising from external frauds
and internal corruptions and risk events, practically strengthen the risk control for operational risks
of counter business, and protect the legal rights for banking consumers more effectively. This notice
has set out the detailed requirements in regards to the following aspects: strengthening the
construction of the internal control system, the establishment of the three lines of defense, the process
control of the counter business, account opening management, account reconciliation management,
account surveillance, chops and certificates management, agency business management, risk alerts,
maintaining the security of client information, voice recording and video surveillance, business
location management, staff behavior management, handling risk events, linked investigations for risk
events and double rectification, dual accountability for risk events, internal reporting and inspections,
reviews and checking, etc.

Market Risk Management
On December 29, 2004, the CBRC promulgated the Guidelines on the Market Risk Management

of Commercial Banks (<ﬁﬁ¥§ﬁﬁﬁﬁ%}ﬂ|@%@#§§| »), which became effective on March 1, 2005, to
strengthen the market risk management of PRC commercial banks. These guidelines mainly address,
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among other things, (i) the responsibilities of the board of directors and the senior management in
supervising market risk management; (ii) the policies and procedures for market risk management;
(iii) the detection, quantification, monitoring and control of market risk; (iv) the responsibilities for
internal control and conducting external audits; and (v) appropriate capital allocation mechanism for
market risks. Under these guidelines, commercial banks are required to have official policies and
procedures in writing in respect of the management of market risks.

In addition, the Capital Administrative Measures provide for the basic criteria, approval
procedure and other requirements pursuant to which commercial banks may adopt the internal model
to measure their market risk capital.

Compliance Risk Management

The CBRC promulgated the Guidelines on Compliance Risk Management of Commercial Banks
( CPHZEMITEHEREHFE5])) on October 20, 2006. These guidelines have clarified the
responsibilities of the board of directors and the senior management of a PRC commercial bank with
respect to compliance risk management, standardized the organizational structure for compliance risk
management and set out the regulatory mechanisms for a bank’s risk management.

Liquidity Risk Management

The Administrative Measures on the Liquidity Risk of Commercial Banks (Provisional)
(CBRC Order [2014] No.2) (73847 Uit B 1 Ja b o B A GRUAT) ) (7 B R B 8 2 20144F 565258
promulgated by the CBRC on January 17, 2014, which became effective on March 1, 2014, mainly
introduced: (i) the liquidity risk management responsibilities of a commercial bank’s board of
directors, senior management, board of supervisors and the specialized internal department in charge
of liquidity risk management; (ii) the strategy, policy and procedure of liquidity risk management; (iii)
the identification, measurement, supervision and control of liquidity risk; and (iv) the calculation
methods of liquidity coverage ratio, loan-to-deposit ratio and liquidity ratio, and it is also stated that
the PRC commercial banks’ liquidity coverage ratios must reach 100% by the end of 2018. According
to the Administrative Measures on the Liquidity Risk of Commercial Banks (Provisional), the CBRC
should apply regulatory requirement indicators and monitoring reference indicators in its supervision
and management of the liquidity risk level and liquidity risk management of commercial banks. In
particular, liquidity coverage ratio is a regulatory requirement indicator for liquidity risk and liquidity
gap ratio, core liability ratio, loan-to-deposit ratio and liquidity ratio are monitoring reference
indicators for liquidity risk.

On June 30, 2014, the CBRC released the Notice on Adjusting the Calculation of
Loan-to-Deposit Ratio for Commercial Banks (<[ 41 B & BH 7 7 % i £ 4R T A B LU RT3 AR i 48
1)) to adjust the rules for calculating the loan-to-deposit ratio beginning from July 1, 2014.

On August 29, 2015, the Standing Committee of the NPC promulgated the Decision on Amending
the Commercial Banking Law of the PRC (CBHAE < 3 A R ILFNE i 3EMRATES B RE D ).
According to such decision, with effect from October 1, 2015, the requirement on commercial banks
that the loan-to-deposit ratio shall not exceed 75% when applying loans was revoked and relevant
provisions on the penalties for non-compliance with the aforementioned loan-to-deposit ratio imposed
by the banking regulatory authorities of the State Council were also abolished.

In September 2, 2015, the CBRC revised the Administrative Measures on the Liquidity Risk of
Commercial Banks (Provisional), according to the amendments of which the loan-to-deposit ratio will
cease to be the regulatory indicator of liquidity risk control and management and the requirement that
the loan-to-deposit ratio must not exceed 75% was cancelled. The revised measures became effective
on October 1, 2015.
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Information Technology Risk Management

On March 3, 2009, the CBRC promulgated the Guidelines on Information Technology Risk
Management of Commercial Banks (26401715 BB A& 48 51)), which explicitly stipulates
the requirements in relation to, among other things, information technology governance structure,
information technology risk management, information security, information system development,
testing and maintenance, information technology operation, business continuity management,
outsourcing management and internal and external audit. Meanwhile, the Guidelines pointed out that,
information technology risk management aims to recognize, measure, monitor and control the
information technology risk of the commercial banks through establishing an effective mechanism,
facilitate safe, sustained and stable operation of commercial banks, promote business innovation,
improve the utilization level of information technology, and enhance core competitiveness and
sustainable development capacities.

On February 16, 2013, the CBRC promulgated the Regulatory Guidelines on Information
Technology Outsourcing Risk of Banking Financial Institutions ({#R17 2 & Bl AE (5 BB 7 /1 JEl
B4 $851)) to further standardize information technology outsourcing activities of banking financial
institutions to reduce information technology outsourcing risk.

On September 3, 2014, the CBRC promulgated the Guiding Opinions on the Use of Secure and
Controllable Technology by Banks to Strengthen Internet Security and Information System
Construction (B ME Al %2 2 nl ¥ 45 BB s SR A7 MK L 2 MG B & ERZ L)), which
requires banking financial institutions to (i) improve information technology governance mechanism;
(i1) maximize information system structure; (iii) prioritize the use of secure and controllable
technology; (iv) promote the independent development capability of information technology; (v)
actively participate in the research and development of secure and controllable technology; and (vi)
strengthen intellectual property rights protection.

Management of Other Risks

In addition to the above, the CBRC has promulgated guidelines in relation to several other risks,
including the Guidelines on Reputational Risk Management of Commercial Banks (P4 2E 8117 % 2 &
B #4551)), the Guidelines on Bank Account Interest Risk Management of Commercial Banks ({7
SEERATERATIR P AR JE( B & F2 45 51 ) ), the Guidelines on Information Technology Risk Management of
Commercial Banks ({PiZESRITE ERHLJEFRE H4E5])) and the Guidelines on Country Risk
Management of Banking Financial Institutions (R 17 3£ 4> fill 4 # 20 7l JE\ 5 45 #4851 ) ), all in an effort

to strengthen commercial banks’ risk management capacity in relevant fields.

On September 11, 2014, the General Office of CBRC, General Office of MOF and General Office
of PBoC jointly promulgated the Notice on Issues Concerning Strengthening Management of Deposit
Deviation of Commercial Banks (B I 48 7 3 SR A7 47 5K fm Bk J2 4 B AT B SF R840 ) ). By setting
up a deposit deviation indicator, it aims to prevent banks from “scrambling to meet regulatory deposit
level” by requiring deviations in deposits at the end of each month not to exceed 3%. Deviations in
deposits at the end of the month equals (“balance of various deposits on the last day of the month”
minus “average daily deposit of the month”) divided by “average daily deposit of the month”
multiplied by 100%.

Supervisory Rating System

On December 30, 2005, the CBRC promulgated the Internal Guidelines on Supervisory Ratings
for Commercial Banks (Tentative) ({P3E4R1T B AN A 5] (547) )). All commercial banks
legally incorporated in China (not applicable to newly established commercial banks) are subject to
evaluation by the CBRC based on a provisional supervisory rating system. Under these guidelines, the
capital adequacy, asset quality, management quality, profitability, liquidity and exposure to market
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risk, etc., of commercial banks are evaluated and scored by the CBRC on a continuous basis. Each
bank is classified into one of six supervisory rating categories based on the scores. The results of
ratings will serve as the basis for the regulatory authorities to implement their classified supervision
and supervisory measures. Such supervisory rating system has not been disclosed to the public.

OWNERSHIP AND SHAREHOLDER RESTRICTIONS
Regulations on Equity Investment in Banks

On June 5, 2015, the CBRC promulgated Measures for the Implementation of Administrative
Licensing Matters Concerning Chinese-funded Commercial Banks (& i 2804747 BUFF ] 25 TH B it
#Ei2:)). An application of a city commercial bank for modifying the shareholders that hold 5% or more
of its total amount of capital or shares, or an application of an overseas financial institution for making
investments or buying shares shall be subject to the acceptance, examination and decision of the local
offices of the CBRC. If a city commercial bank changes shareholders that hold more than 1% but less
than 5% of its total amount of capital or shares, it shall report to the local offices of the CBRC within

10 days after the share is transferred.

Under the Measures for the Administration of the Investment and Shareholding in
Chinese-funded Financial Institutions by Foreign Financial Institutions ({5 &M R E AR &
S RS BUFIL ) ), foreign financial institutions that meet certain conditions can make investments
or hold shares in PRC domestic commercial banks, subject to the CBRC’s approval. However, no
single foreign financial institution may own 20% or more of the equity interest of such a bank. In
addition, if foreign investment in the aggregate exceeds 25% of the total equity interest in a non-listed
PRC commercial bank, such bank will be regulated as a foreign-invested bank. Listed PRC
commercial banks are regulated as PRC banks even if foreign investment in the aggregate exceeds
25% of their total equity interest.

Restrictions on Shareholders

The Guidelines on Corporate Governance of Commercial Banks impose additional requirements
on shareholders of commercial banks. For example, shareholders, especially substantial shareholders,
are required to support the reasonable capital planning formulated by the board of directors of the
commercial bank so that the capital of the bank can meet the regulatory requirements on an on-going
basis. If the capital of a commercial bank fails to meet the regulatory requirements, it is required to
develop a capital replenishment plan to increase capital adequacy ratio to meet regulatory
requirements within a specified period of time. If the requirements are not met within the timeframe,
dividends are required to be decreased or even suspended from distribution, and capital is required to
be replenished by means of increasing core capital. Under such circumstances, substantial
shareholders cannot obstruct capital injection by other shareholders or the participation of new
qualified shareholders. If shareholders of a PRC commercial bank fail to repay outstanding loans when
due, their voting rights will be restricted for the period during which the relevant loan is overdue.

In addition, the PRC Company Law and relevant the CBRC rules and regulations impose certain
restrictions on the ability of a commercial bank’s shareholders to pledge their shares. For example, a
commercial bank may not accept its own shares as collateral. According to the Guidelines on
Corporate Governance of Commercial Banks: (i) any shareholder of a commercial bank must give
prior notice to the board of directors of the bank if it wishes to pledge its shares as collateral; and (ii)
where the balance of loans extended by a commercial bank to a shareholder exceeds the audited net
value of his or her equity for the preceding year, the shareholder cannot use his or her stake in the bank
as pledge. In November 2013, the CBRC promulgated the CBRC Notice on Enhanced Management of
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Pledge of Equity Interest in Commercial Banks (<[ # B & B I i v 36 8 A7 1 M B 0 45 2L 1) 2
1)) (the “Notice”), pursuant to which commercial banks are required to clearly stipulate the
following matters in their articles of associations in addition to those as stipulated in the foresaid
Guidelines on Corporate Governance of Commercial Banks: (i) where a shareholder, who has
representation on the board of directors or the board of supervisors, or directly, indirectly or jointly
holds or controls more than 2% of share capital or voting rights in the bank pledges his equity interests
in the bank, it shall make a filing to the board of directors of the bank prior to the pledge. The filing
shall state the basic information of the pledge, including the reasons for the pledge, the number of
shares involved, the term of pledge and the particulars of the pledgees. Where the board of directors
considers the pledge to be materially adverse to the stability of the bank’s shareholding structure, the
corporate governance as well as the control of risk and connected transactions, the filing shall not be
accepted. The director(s) nominated by a shareholder proposing to pledge his shares in the bank shall
abstain from voting at the meeting of the board of directors at which such proposal is considered; (ii)
upon the registration of pledge of equity interests, the shareholder involved shall provide the bank
with the relevant information in relation to the pledge of equity interests in a timely manner, so as to
facilitate the Bank’s risk management and information disclosure compliance; and (iii) where a
shareholder pledges 50% or more of his equity interests in the bank, the voting rights of such
shareholder at the shareholders’ general meetings, as well as the voting rights of the director(s)
designated by such shareholder at board meetings, shall be subject to restrictions.

The Notice provides that when a commercial bank fails to meet the regulatory requirements, PRC
regulatory authorities may require the bank to formulate rectification plans and may take
corresponding regulatory actions if necessary, however, the Notice does not explicitly provide the
details of such regulatory actions.

To satisfy the requirements under the Notice, the Bank has amended its articles of association
by adding voting restriction provisions which will be subject to the approval of the CBRC Henan
Bureau and become effective upon the listing of the H Shares.

Anti-money Laundering Regulation

The PRC Anti-Money Laundering Law (% A R ALFIE S % 8872 ) ), which became effective
on January 1, 2007, sets out the responsibilities of the relevant financial regulatory authorities
regarding anti-money laundering, including formulating anti-money laundering rules and regulations
for financial institutions and requires financial institutions to establish sound internal control systems
regarding anti-money laundering.

On November 14, 2006, the PBoC issued the Anti-Money Laundering Regulations for Financial
Institutions ({4 flHERE Y8 HIE ) ) which required PRC commercial banks to establish specific
bodies for anti-money laundering or designate internal bodies to be responsible for anti-money
laundering work. On the same day, the PBoC issued the Administrative Measures for the Financial
Institutions’ Report of Large-Sum Transactions and Doubtful Transactions (4 il # ki K 56 28 & Fi o]
5822 5 Wl A B AL ) ) (implemented on March 1, 2007) pursuant to which upon the detection of any
suspicious transactions or transactions involving large amounts, commercial banks are required to
report the transactions to the PBoC or the SAFE (if applicable). Where necessary and pursuant to
appropriate judicial proceedings, commercial banks are required to cooperate with government
authorities in preventing money laundering activities and in freezing assets. The PBoC supervises and
conducts on-site examinations of commercial banks’ compliance with its anti-money laundering
regulations and may impose penalties for any violations thereof in accordance with the PRC
Anti-Money Laundering Law and Anti-Money Laundering Regulations for Financial Institutions.
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On June 21, 2007, the PBoC, the CBRC, the CSRC and the CIRC jointly issued the Measures on
the Administration of Client Identity Identification and Materials and Transaction Recording of
Financial Institutions (&Rl 5 B 00 sk Al A1 & 5 B A R K 38 5 0 8% PR A7 FR B ) ) pursuant
to which commercial banks are required to establish a system to record identities of all customers and
their respective deposits, settlement and status of other transaction information in relevant banks.

On November 11, 2014, the PBoC promulgated the Measures for the Supervision and
Administration of the Anti-money Laundering Operations by Financial Institutions (Provisional) ({4
Tl M A S TG B8 S B B (R04T7) D) which became effective on December 9, 2014. Pursuant to the
measures, PBoC is required to establish a regular anti-money laundering information reporting system
for financial institutions, and financial institutions are required to report anti-money laundering work
related information to PBoC and actively cooperate with PBoC and its branches in supervisory
inspections.

THE U.S. FOREIGN ACCOUNT TAX COMPLIANCE ACT (“FATCA”)

As described above in “Risk Factors — Withholding tax may be imposed on payments on the H
Shares”, U.S. law known as FATCA targets non-compliance by U.S. taxpayers using foreign accounts.
FATCA seeks to obtain information on accounts held by U.S. taxpayers in other countries by requiring
FFIs to report to the U.S. Internal Revenue Service (“IRS”) information about financial accounts held
by U.S. taxpayers, or by foreign entities in which U.S. taxpayers hold a minimum ownership interest.

A withholding tax of 30% may be imposed under FATCA on certain payments made to us and our
subsidiaries that are treated as FFIs, including payments of United States source interest and
dividends, as well as the gross proceeds of the disposition of assets that can produce United States
source interest or dividends, unless we and our subsidiaries that are treated as FFIs (a) enter into an
agreement with the United States Treasury to collect and provide to the U.S. tax authorities
information regarding United States persons (or foreign entities in which United States persons hold
a minimum ownership interest) that directly or indirectly maintain accounts with the FFI (including,
in certain circumstances, owning equity or debt issued by the FFI), or (b) comply with legislation that
implemented an IGA between the applicable FFI’s jurisdiction and the United States.

Governments have the option of permitting their FFIs to enter into agreements directly with the
IRS to comply with FATCA under U.S. Treasury Regulations or to implement FATCA by entering into
one of two alternative model IGAs with the United States.

The PRC IGA is a Model 1 IGA. Under a Model 1 IGA, FFIs will report the information required
under FATCA about U.S. accounts to their home governments, which in turn will report the
information to the IRS. These agreements are reciprocal, meaning that the United States will also
provide similar tax information to these governments regarding individuals and entities from their
jurisdictions with accounts in the United States.

The Bank and its subsidiaries in the PRC intend to comply with any applicable requirements of
FATCA. Although the U.S. and the PRC have in substance agreed to a Model 1 IGA, the PRC
government has not promulgated any legislation to interpret or implement FATCA. In a recent
announcement, Announcement 2016-27, the IRS has stated that beginning on January 1, 2017, the
United States Treasury will begin to update the list of jurisdictions treated as if they have an IGA in
effect to provide that certain jurisdictions that have not brought their IGA into force will no longer
be treated as if they have an IGA in effect. We will continue to monitor the regulatory changes and
adopt measures in accordance with the interpretation and implementation of FATCA by the PRC
government once they are promulgated, including providing training and guidance to employees with
respect to FATCA knowledge.
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OTHER REQUIREMENTS
Use of Funds

Under the PRC Commercial Banking Law, commercial banks are not permitted to engage in trust
investment or securities business, or invest in real property other than for their own use, or invest in
non-banking financial institutions and enterprises, unless otherwise approved by the relevant
government authorities or otherwise specified in relevant laws and regulations. The use of funds by
commercial banks is limited to the following:

° short-term, medium-term and long-term loans;
° acceptance and discounts on instruments;

° interbank loans;

° trading of government bonds;

° trading of bonds issued by financial institutions;
° investment in banking institutions; and
° other uses as may be approved by the relevant government authorities.

Upon approval by the CBRC and other relevant authorities, commercial banks may invest their
funds in domestic insurance companies, fund management companies and financial lease companies
in accordance with relevant regulation.

Periodic Reporting System

In accordance with the Notice of China Banking Regulatory Commission on the Official
Operation of Off-site Regulatory Information System in 2007 (B> I 8135 B &5 B £ 5120074 1E X
HATHAEAN) ) promulgated by the CBRC, banking institutions are required to regularly submit to the
banking regulatory authorities relevant statements, including basic financial information, credit risk,
liquidity risk, capital adequacy ratio and such other information as required under such notice. Of the
statements submitted, the statistical statement of balance sheet items, the checklist of liquidity ratio
etc., are required to be submitted monthly; the table of financial derivative business and income
statement etc., are required to be submitted quarterly; the table of interest rate re-pricing are required
to be submitted semi-annually; and the statement of profit distribution and the table of credit quality
migration etc., are required to be submitted annually.

Pursuant to the Guidelines on the Management and Regulation of Consolidated Financial
Statements of Commercial Banks ({3817 Jf R & ML B 4551 )) promulgated by the CBRC, the
scope of account consolidation of commercial banks shall be determined in accordance with the
prevailing PRC accounting standards for enterprises, while the scope of capital regulations shall be
determined in accordance with capital regulations and other relevant regulatory requirements.

Pursuant to the Capital Administrative Measures (CEZARE L)), when calculating the
consolidated capital adequacy ratio, a commercial bank shall consolidate the following domestic and
overseas financial institution investees: (i) a financial institution investee in which the commercial
bank directly or indirectly holds more than 50% of voting rights; (ii) a financial institution investee
in which the commercial bank holds 50% or less of voting rights but which falls within any of the
following circumstances: the commercial bank holds more than 50% of voting rights in such financial
institution in accordance with an agreement with other investors; the commercial bank has the power,
as vested by the articles of association or any agreement, to decide the financial and operating policies
of such financial institution; the commercial bank has the power to appoint or remove any members
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of the board of directors or a similar power body of such financial institution; or the commercial bank
holds a majority of voting rights within the board of directors or any other similar power body of such
financial institution investee; and (iii) a financial institution investee which is actually controlled by
the commercial bank as proved by other evidences. “Control” means that a company is able to decide
the financial and operating policies of another company and gain profits from the business operations
of the latter.

REGULATORY AND SHAREHOLDERS’ APPROVALS

We have obtained our shareholders’ approval for the proposed listing. Please see “Appendix VII
— Statutory and General Information — 1. Further Information about Our Bank — D. Resolution of
Our Shareholders” to this prospectus.

We have also obtained approval from CBRC Henan Office and CSRC for the Global Offering and
the application to list the H Shares on the Hong Kong Stock Exchange on March 23, 2017 and June
13, 2017, respectively.
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OUR HISTORY
Overview

Our Bank is a city commercial bank headquartered in Zhengzhou, Henan Province, the PRC and
was established as a joint stock commercial bank under the name of “HJEER1T I A RA A
pursuant to the relevant PRC laws and regulations on December 23, 2014. The predecessors of the
Bank were the Thirteen City Commercial Banks, each being located in Henan Province, the PRC. The
Bank was formed through the consolidation of the Thirteen City Commercial Banks, which were
promoted and authorized by Henan Government and the CBRC, and supported by the PBoC pursuant
to the Guidance Opinions of the State Council on Supporting Henan Province to Expedite the
Development of Central Plains Economic Zone (Guofa [2011] 32) (SRS 5 B A 2 F T e 5 b 2 st
Hp S8 7 I ) 5 2R W) B E£12011]132%%) in order to, among others, create a city commercial bank in
Henan Province with higher capital base, stronger capability to withstand potential risks, better brand
awareness and quality of services, and to better serve the development of the Central Plains Economic
Zone (JRALE®). At the time of the establishment, the registered capital of the Bank was
RMB15,420,540,741, divided into 15,420,540,741 Domestic Shares with a nominal value of RMB1.00
each.

Our principal businesses include corporate banking, retail banking, and financial markets
business. We offer corporate customers a broad array of products and services to support their business
needs, including corporate loans, bill discounting, corporate deposits, transaction banking services,
investment banking services and other fee- and commission-based products. We provide our retail
customers with a wide range of products and services, including personal loans, personal deposits,
bank cards, and various fee- and commission-based products and services. Our financial markets
business primarily includes money market transactions, investment business, wealth management,
debt securities underwriting and distribution, and bill discounting and rediscounting.

Milestones
Key milestones in our history up to the present are as following:

December 2014 The Bank was officially established in Zhengzhou, Henan
Province, the PRC.

March 2015 The Bank entered into its first strategic cooperation
agreement with the Government of Puyang, Henan Province
(10 Rl 4 10 5 T IELURT).

December 2015 The Bank increased its registered capital by issuance of

1,204,459,259 Domestic Shares and its paid-up capital
amounted to RMB16,625,000,000.

July 2016 The Bank ranked the 210" among the “Top 1000 World
Banks” in terms of tier-one capital as of December 31, 2015
by The Banker in 2016, being the 31 among all PRC
commercial banks, and the 9™ among all PRC city commercial
Banks on this list.

August 2016 The Bank’s first batch of rural payment service points across
Henan Province commenced their businesses.
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October 2016 The Bank launched its innovative online loan product secured
by real properties — “Yong Xu Dai (FK#HH)”, which was
granted “The Outstanding Contribution Award for Product
Innovation in Financial Industry in 2016 (20164F & Ml 17 3%
FE i BT 2 B R 28)” by Financial Computerizing.

November 2016 The Bank’s Luoyang Branch officially opened, which marked
our realization of a full coverage in all 18 provincial cities
across Henan Province.

February 2017 The Bank entered into an agreement with Grameen Inclusive
Finance & Targeted Poverty Alleviation International

Cooperation Program (% 3i& 35 25 <5 fill BELKG o 5 2 B 15 6 1
HH).

REORGANIZATION

On December 10, 2013, Henan Government issued the Notice of the Overall Plan for the Reform
and Reorganization of Certain City Commercial Banks in Henan Province (Yuzhengban [2013] 100)
( T RE A N BB 2 BE BH 7 BN 58T 5 A BB 20 00T P SESRAT O A AR AR O A E ) (FREL
#E [2013]100%%)) (“Yuzhengban Circular No. [2013] 100”), which set out a work plan for the
consolidation of the Thirteen City Commercial Banks, including, among others, the structure and
process of the reform and restructuring of these banks and the governing bodies during the process of
the Reorganization.

Details of the Thirteen City Commercial Banks prior to completion of the Reorganization are set
out in the following table:

Thirteen City Date of Registered
Commercial Banks establishment Location capital Shareholders™ Principal business

(RMB)

Anyang Bank July 19, 2002 Anyang, 556,209,485 34 non- Deposits  taking from the public;

Henan individual extending short-term, medium-term and

Province, shareholders long-term loans; effecting domestic

the PRC and 485 payment settlements; accepting and

individual discounting instruments; issuing financial

shareholders bonds; acting as the issuing agent,

payment agent and underwriter of
government bonds; trading government
bonds and financial bonds; engaging in
inter-bank lending; engaging in bank card
business; collecting and making payment
as agents and acting as insurance agents;
providing safe deposit box service; and
other businesses approved by the banking
regulatory authorities under the State
Council.
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Thirteen City Date of Registered
Commercial Banks establishment Location capital Shareholders™ Principal business
(RMB)
Hebi Bank November 7, Hebi, 322,437,368 17 non- Deposits  taking from the public;
2006 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 246 payment settlements; accepting and
individual discounting instruments; issuing financial
shareholders® bonds; acting as the issuing agent,
payment agent and underwriter of
government bonds; trading government
bonds and financial bonds; engaging in
inter-bank lending; engaging in bank card
business; collecting and making payment
as agents and acting as insurance agents;
providing safe deposit box service; and
other businesses approved by the banking
regulatory authorities under the State
Council.
Kaifeng August 25, Kaifeng, 726,000,000 170 non- RMB business; deposits taking from the
Commercial Bank 1998 Henan individual public; extending short-term,
Province, shareholders medium-term  and  long-term  loans;
the PRC and 1,115 effecting domestic payment settlements;
individual discounting instruments; issuing financial
shareholders® bonds; acting as the issuing agent,
payment agent and underwriter of
government bonds; trading government
bonds; engaging in inter-bank lending;
providing guarantee; collecting and
making payment as agents and acting as
insurance agents; providing safe deposit
box service; engaging in the deposit and
loan business of the entrusted funds from
the local financial credit turnover; and
other businesses approved by the banking
regulatory authorities under the State
Council.
Luohe Bank September 20, Luohe, 705,203,800 16 non- Deposits  taking from the public;
2002 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 252 payment settlements; accepting and
individual discounting instruments; issuing financial
shareholders® bonds; acting as the issuing agent,
payment agent and underwriter of
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Thirteen City Date of Registered
Commercial Banks establishment Location capital Shareholders™ Principal business
(RMB)
Nanyang Bank December 30, Nanyang, 396,562,524 40 non- Deposits  taking from the public;
1998 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 3,748 payment settlements; discounting
individual instruments; issuing financial bonds;
shareholders trading government bonds; engaging in
inter-bank lending; providing guarantee;
collecting and making payment as agents
and acting as insurance agents; providing
safe deposit box service; engaging in the
deposit business of the entrusted funds
from the local financial credit turnover;
and other businesses approved by the
banking regulatory authorities under the
State Council.
Puyang Bank December 31, Puyang, 620,836,000 38 non- Deposits  taking from the public;
2006 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 540 settlements; accepting and discounting
individual instruments; issuing financial bonds;
shareholders acting as the issuing agent, cashing agent
and underwriter of government bonds;
dealing in government bonds and
financial bonds; engaging in inter-bank
lending; engaging in bank card business;
collecting and making payment as agents
and acting as the insurance agent;
providing letters of credit and guarantee
services; providing safe deposit box
service; and other businesses approved by
the banking regulatory authorities in
China and the PBoC; house leasing.
(Those subject to approval according to
laws and regulations shall not be operated
without approval.)
Sanmenxia Bank April 10, Sanmenxia, 1,030,493,842 25 non- Deposits  taking from the public;
2002 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 291 settlements; accepting and discounting
individual instruments; issuing financial bonds;
shareholders acting as the issuing agent, cashing agent

and underwriter of government bonds;
dealing in government bonds and
financial bonds; engaging in inter-bank
lending; engaging in bank card business;
collecting and making payment as agents
and acting as the insurance agent;
providing safe deposit box service; and
other businesses approved by the banking
regulatory authorities in
China.(Permission for the agency to
operate businesses approved by the
banking regulatory commission in China
according to relevant laws, administrative
regulations and other rules. The scope of
business is subject to those listed in the
approval documents.)
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Thirteen City Date of Registered
Commercial Banks establishment Location capital Shareholders™ Principal business
(RMB)
Shangqiu Bank September 30, Shangqiu, 852,984,232 27 non- Deposits  taking from the public;
2006 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 555 settlements; accepting and discounting
individual instruments; issuing financial bonds;
shareholders'® acting as the issuing agent, cashing agent
and underwriter of government bonds;
dealing in government bonds and
financial bonds; engaging in inter-bank
lending; engaging in debit card business;
collecting and making payment as agents
and acting as the insurance agent;
providing safe deposit box service; and
other businesses approved by the banking
regulatory authorities.
Xinyang Bank December 10, Xinyang, 625,974,208 19 non- Deposits  taking from the public;
2002 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 477 settlements;  discounting instruments;
individual issuing financial bonds; acting as the
shareholders issuing agent, cashing agent and
underwriter of government bonds; dealing
in government bonds; engaging in
inter-bank lending; collecting and making
payment as agents and acting as the
insurance agent; providing safe deposit
box service; engaging in the deposit and
loan business of the entrusted funds from
the local financial credit turnover; and
other businesses approved by the PBoC.
Xinxiang Bank August 19, Xinxiang, 1,007,989,487 138 non- Deposits  taking from the public;
1997 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 1,115 settlements;  discounting instruments;
individual issuing financial bonds; acting as the
shareholders issuing agent, cashing agent and

underwriter of government bonds; dealing
in government bonds; engaging in
inter-bank lending; providing guarantees;
collecting and making payment as agents
and acting as the insurance agent;
providing safe deposit box service;
engaging in the deposit and loan business
of the entrusted funds from the local
financial credit turnover; and other
businesses approved by the PBoC.
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Thirteen City Date of Registered
Commercial Banks establishment Location capital Shareholders™ Principal business
(RMB)
Xuchang Bank October 16, Xuchang, 1,002,280,000 11 non- Deposits  taking from the public;
2005 Henan individual extending short-term, medium-term and
Province, shareholders long-term loans; effecting domestic
the PRC and 436 settlements;  discounting instruments;
individual issuing financial bonds; acting as the
shareholders issuing agent, cashing agent and
underwriter of government bonds; dealing
in government bonds; engaging in
inter-bank lending; collecting and making
payment as agents and acting as the
insurance agent; providing safe deposit
box service; accepting instruments;
providing guarantees; dealing in financial
bonds; and other businesses approved by
the banking regulatory committee in
China.
Zhoukou Bank September 3, Zhoukou, 658,797,811 41 non- Permission for the agency to operate
2009 Henan individual businesses approved by the CBRC
Province, shareholders according to relevant laws, administrative
the PRC and 477 regulations and other rules, and the scope
individual of business is subject to those listed in the
shareholders® approval documents.
Zhumadian Bank May 22, 2002 Zhumadian, 788,793,289 33 non- Permission for the agency to operate
Henan individual businesses approved by the CBRC
Province, shareholders according to relevant laws, administrative
the PRC and 415 regulations and other rules, and the scope
individual of business is subject to those listed in the
shareholders approval documents.

Notes:

()

)

(3)

(4)

(5)

(6)

reorg

The numbers of shareholders were based on the data provided by the Thirteen City Commercial Banks and had not been
verified.

24,209,261 shares beneficially owned by 246 individual shareholders in aggregate, representing approximately 7.51% of
the issued share capital of Hebi Bank, were held by YU Jianguo (T # ) as a nominee.

55,690,398 shares beneficially owned by 150 non-individual shareholders and 1,115 individual shareholders in
aggregate, representing approximately 7.67% of the issued share capital of Kaifeng Commercial Bank, were held by the
labor union of Kaifeng Commercial Bank as a nominee.

15,719,200 shares beneficially owned by 252 individual shareholders in aggregate, representing approximately 2.23% of
the issued share capital of Luohe Bank, were held by the labor union committee of Luohe Bank as a nominee.

16,031,232 shares beneficially owned by 555 individual shareholders in aggregate, representing approximately 1.88% of
the issued share capital of Shangqiu Bank, were held by the labor union committee of Shangqiu Bank as a nominee.

40,542,260 shares beneficially owned by 477 individual shareholders in aggregate, representing approximately 6.15% of
the issued share capital of Zhoukou Bank, were held by the labor union committee of Zhoukou Bank and Zhoukou Shenda
Economic Development Co., Ltd. (J& KT H %22 #8857 BR 2 7]) as nominees.

On September 3, 2014, the Thirteen City Commercial Banks entered into a merger and
anization agreement, pursuant to which, among others:

° a new joint stock company with limited liability, i.e. the Bank, shall be established through
the consolidation of the Thirteen City Commercial Banks;

° each of the Thirteen City Commercial Banks shall be dissolved and deregistered;
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° all assets (including creditors’ rights) and liabilities of each of the Thirteen City
Commercial Banks shall be assumed by the Bank upon the completion of the
Reorganization;

° the equity of the Thirteen City Commercial Banks shall be converted into the equity of the
Bank based on the assessed net asset value of each of the Thirteen City Commercial Banks
as of December 31, 2013;

° for the period from January 1, 2014 to June 30, 2014, the vast majority of profits of each
of the Thirteen City Commercial Banks shall be appropriated in the form of general reserve
and retained by the Bank, while any net profits (after appropriation of general reserve and
others, if any) for the same period of each of the Thirteen City Commercial Banks shall be
declared and distributed in the form of dividends by each of them to its then equity owners;
and

° the results of operations of each of the Thirteen City Commercial Banks from July 1, 2014
to the date of establishment of the Bank shall be attributable to the Bank.

Subsequently, on December 23, 2014, upon completion of the consolidation of the Thirteen City
Commercial Banks and with the approval from the CBRC Henan Office, the Bank was promoted and
established as a joint stock company with limited liability jointly by (i) former shareholders of the
Thirteen City Commercial Banks, who contributed to the Bank’s registered capital with assessed net
assets of the Thirteen City Commercial Banks and were entitled to 11,624,873,951 Domestic Shares
with a nominal value of RMB1.00 each; and (ii) seven of the former shareholders of the Thirteen City
Commercial Banks and six new investors, who contributed to the Bank’s registered capital in cash and
subscribed for 3,795,666,790 Domestic Shares with a nominal value of RMB1.00 each. Thereafter, the
Thirteen City Commercial Banks were all dissolved and deregistered following the completion of the
Reorganization.

Details of the shareholding structure of the Bank immediately after the Reorganization are set out
in the following table:

Number
of Domestic Shareholding

Shareholders Shares held percentage
Former shareholders of the Thirteen City Commercial Banks who contributed to the

Bank’s registered capital with assessed net assets of the Thirteen City Commercial

Banks
Former shareholders of Xinxiang Bank ... 1,441,112,290 9.35%
Former shareholders of Sanmenxia Bank ........ocoooiiiiiiiii e 1,212,506,285 7.86%
Former shareholders of Xinyang Bank ..........oooooiiiiiiiiiiiiiii e 1,097,504,033 7.12%
Former shareholders of Xuchang Bank ... 1,093,744,046 7.09%
Former shareholders of Zhumadian Bank ... 1,087,623,633 7.05%
Former shareholders of Kaifeng Commercial Bank ...............ccoooiiiiiiiiiin, 1,027,837,476 6.67%
Former shareholders of Shangqiu Bank ............ccoiiiiiiiiiiiiiiii e 886,591,267 5.75%
Former shareholders of Zhoukou Bank .........ccoooiiiiiiii e 751,298,721 4.87%
Former shareholders of Luohe Bank ........coooiiiiiiiii e 740,658,621 4.80%
Former shareholders of Anyang Bank ..........oooooiiiiiiiiii e 624,336,899 4.05%
Former shareholders of Puyang Bank ............cooooiiiiiiiiiiiiiii e 620,836,000 4.03%
Former shareholders of Hebi Bank ........cocooiiiiiiiii e 544,792,567 3.53%
Former shareholders of Nanyang Bank ..............cooiiiiiiiiii e 496,032,113 3.22%

— 152 —



OUR HISTORY AND DEVELOPMENT

Number
of Domestic Shareholding

Shareholders Shares held percentage
Former shareholders of the Thirteen City Commercial Banks who contributed to the

Bank’s registered capital in cash
Henan Investment Group Co., Ltd.

(R EHE A FR/AF]) (“Henan Investment Group™) ..............ocooovoieeineeeaeeeen.. 1,213,309,796 7.87%
Yongcheng Coal and Electricity Holding Group Co., Ltd.

(K IR TR 2 I 42 [ A FRZA F]) (“Yongcheng Coal and Electricity”) ............................ 1,157,356,994 7.51%
Henan Hanfeng Culture Development Co., Ltd.

(TR BB SCALBE AT PR T oo 50,000,000 0.32%
Henan Hengchang Trading Co., Ltd.

G BB T B A PR D) e 35,000,000 0.23%
Henan Haihong Industrial Co., Ltd.

I P 2 AT PR 1) e 20,000,000 0.13%
Zhumadian Hengsheng Pharmacy Chain Co., Ltd.

CEERS TR TR ZE S B AT R0 T]) o 10,000,000 0.06%
Zhumadian Yongxin Electric Appliance Co., Ltd.

CBEERS TR AR BATBRA D) o 10,000,000 0.06%
New investors who contributed to the Bank’s registered capital in cash
Henan Shengrun Holdings Group Co., Ltd.

T T S P B AR B AT RS T ) o 500,000,000 3.24%
Zhengzhou Kanggiao Real Estate Development Co., Ltd.

(S H AR 75 M BB AT R AT 2 T i 250,000,000 1.62%
Henan Zongheng Gas Pipeline Co., Ltd.

(TR HERE IR B TE A PR T ) oo 200,000,000 1.30%
Henan Guangcai Group Development Co., Ltd.

TR EE A BRI T ) oo 150,000,000 0.97%
Shanghai Kimberlite Jewelry Development Co., Ltd.

(I ESAFIERE ZE TR AT PR TD) oo e 100,000,000 0.65%
Zhengzhou Yongwei Property Co., Ltd.

CHEIN T ACTEZEATBRZYTT) oo 100,000,000 0.65%
TO AL ... 15,420,540,741 100 %

The PRC legal advisors of the Bank, King & Wood Mallesons, have confirmed that the
Reorganization was legally completed, and that the Bank has obtained the necessary approvals from
the relevant PRC regulatory authorities.

The predecessor of the Nanyang Branch of our Bank, Nanyang Bank, obtained a borrower’s
equity interests in another enterprise as repossessed assets in 1998 to settle outstanding loans to
which, that borrower defaulted in making repayment. We assumed such repossessed assets through the
Reorganization. Prior to our Reorganization, such assets were RMB19.4 million as of December 31,
2013. Since the establishment of our Bank, we have not identified any suitable buyer. Pursuant to the
relevant PRC laws and regulations, we shall dispose of such repossessed assets within two years since
assuming the assets. Pursuant to the Administrative Measures on Repossessed Assets to Banks ({4
ITHCAE & E P AL ) ) issued by the CBRC, which does not specify any specific penalties or legal
consequences for the failure to comply with such requirement, such a failure may result in actions as
the relevant regulatory authority deems fit. During the Track Record Period and as of the Latest
Practicable Date, we had not been subject to any investigation or penalty in relation to such
repossessed assets. We intend to continue to seek proper opportunities to dispose of such repossessed
assets in due course.

— 153 —



OUR HISTORY AND DEVELOPMENT

Changes in Registered Capital

At the time of the establishment of the Bank on December 23, 2014, the initial registered capital
of the Bank was RMB15,420,540,741 divided into 15,420,540,741 Domestic Shares with a nominal
value of RMBI1.00 each, to which the former shareholders of the Thirteen City Commercial Banks
contributed by net assets of the Thirteen City Commercial Banks and the seven of the former
shareholders of the Thirteen City Commercial Banks and six new investors contributed in cash. For
further details, please see “ — Reorganization”.

On December 31, 2015, the registered capital of the Bank was increased to RMB16,625,000,000
by way of issuing 1,204,459,259 Domestic Shares with a nominal value of RMB1.00 each, which were
subscribed by the following seven Shareholders in cash:

Number of Domestic
Shareholders Shares subscribed Shareholding percentage

Henan Aike Industrial Development Co., Ltd.

(MHEEEREEBERABRATD) e 300,000,000 1.80%
Henan Xingda Investment Co., Ltd.

(TR BB BT BR A ED) o 300,000,000 1.80%
Henan Shengrun Holdings Group Co., Ltd.

IR R PR IR R T AT PR 1) e 200,000,000 1.20%
Henan Guangcai Group Development Co., Ltd.

(M FER AR E A TR FD) oo 104,459,259 0.63%
Southern Henan Highway Investment Co., Ltd.

G B TR R A PR AT e, 100,000,000 0.60%
Henan Wanzhong Group Co., Ltd.

(TR B R AR AT PR D) o 100,000,000 0.60%
Henan Hongbao Group Co., Ltd.

TR P B R A PR FD) e 100,000,000 0.60%
TOtAL. ..o e 1,204,459,259 7.23%

The PRC legal advisors of the Bank, King & Wood Mallesons, have confirmed that the
procedures for the state-owned assets valuation and filing of valuation results relating to the above
changes in the Bank’s registered capital have been duly completed, and that the Bank has obtained the
approvals from the relevant PRC regulatory authorities and have completed the registration procedure
of the above changes with the relevant local office of the Administration of Industry and Commerce.

Financial Restructuring

Pursuant to Yuzhengban Circular No. [2013] 100, the Notice of the General Office of Henan
Province People’s Government on Circulating the Overall Plan for the Disposal of Non-performing
Assets and Risks of Certain City Commercial Banks in Henan Province (Yuzhengban [2014] 95) (£
BN BB 2 R 7 B T R AR O AT AN RO R B R AR T R ) (FREU
[2014]195%%)) (“Yuzhengban Circular No. [2014] 95”), and the Implementation Rules for the Disposal
of Historical Burdens of Certain City Commercial Banks in Henan Province (Yuchengshanggaiban
[2014] 3 (a7 7 #B 23 ok 7 47 JEE S G MR R 5 0 it 4 JU)) (B A 7 B[ 201413 958)), we disposed of and
transferred historical burden with a gross amount of approximately RMB5,284.3 million (primarily
including certain assets of Nanyang Bank, Kaifeng Commercial Bank, Puyang Bank, Anyang Bank and
Zhoukou Bank, which comprise repossessed assets of RMB3,504.3 million, investments of
approximately RMB1,280.0 million, loans of approximately RMB200.0 million and intangible assets
of approximately RMB300.0 million) prior to the Reorganization in 2014. Our disposals were
undertaken in the forms including (i) the former shareholders of these five city commercial banks
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bearing approximately RMB493.0 million by way of reducing net assets of the respective banks, and
(i1) Henan Investment Group acquiring the remaining historical burden at a consideration of
approximately RMB4,791.3 million as specified in Yuzhengban Circular No. [2014] 95. Upon
completion of such disposals of historical burden, they were removed from the balance sheets of these
five city commercial banks prior to the Reorganization. Please see “Appendix IA — Note 40 —
Related Party Relationship and Transactions — (b) Related Party Transactions and Balances — (v)
Assets Transfer”. Our PRC legal advisor is of the view that such disposals of historical burden by us
did not violate any relevant laws and regulations.

In addition, in order to continue to dispose of historical assets and improve our assets quality,
we, according to the guidance of Yuzhengban Circular No. [2013] 100, transferred and sold certain
loans in 2015 and 2016 with a gross amount of RMB213.8 million and RMBS8,623.8 million,
respectively, which had been approved to be granted prior to the Reorganization. The loans transferred
in 2015 were primarily relating to borrowers in the wholesale and retail, residential community
services and other services, and manufacturing industries. The transferee was one of the major asset
management companies in China and the full consideration we received amounted to RMB23.0
million. The loans we transferred in 2016 were primarily relating to borrowers in the manufacturing,
wholesale and retail, real estate, construction, and agriculture, forestry, animal husbandry and fishery
industries. The transferees include two major asset management companies and certain other
companies in Henan Province. The loans we transferred in 2016 had credit enhancement provided by
Henan Government, and were transferred at a total consideration of RMBS&,270.0 million. As of
December 31, 2016, we had received a cash consideration of RMB6,456.8 million for the loans we
transferred in 2016 and the remaining consideration was recorded as other assets after discounting
based on its repayment schedule. Please see “Appendix IB — Note 20 — Loans and Advances to
Customers — (g) Disposal of Loans and Advances to Customers”. Most of our loan transfers were
quoted for bidding at AFCA Financial Assets Exchange (Ningxia) and Tianjin Financial Assets
Exchange and the counterparties mainly included major assets management companies in the PRC.

SUBSIDIARIES OF THE GROUP

As of the Latest Practicable Date, we had a total of 10 subsidiaries located in 10 different cities
across Henan Province, the PRC. Details of our subsidiaries are set out in the following table:

Date of Registered
Subsidiary establishment Location capital Principal business
(RMB)
Consumer Finance December 29, Zhengzhou, 500,000,000 Deposits taking from domestic subsidiaries
Company 2016 Henan Province, of its shareholders and from its domestic
the PRC shareholder; extending individual consumer

loans; incurring borrowings from domestic
financial institutions; issuing financial bonds
upon approval; engaging in domestic
inter-bank lending; engaging in consulting
and agency businesses relating to consumer
finance; acting as sales agent for insurance
products relating to consumer loans;
engaging in fixed-income securities
investment; and other businesses approved
by the banking regulatory authorities. (For
the items subject to approval according to
laws, the operating activities could only be
carried out upon approval from relevant
authority.)

— 155 —



OUR HISTORY AND DEVELOPMENT

Subsidiary

Date of
establishment Location

Registered

capital

Principal business

Linzhou Defeng
County Bank

Lushi Defeng County
Bank

Puyang Zhongyuan
County Bank

September 30, Linzhou, Anyang,
2011 Henan Province,
the PRC

May 15, 2012 Lushi County,
Henan Province,

the PRC
March 16, Puyang County,
2012 Henan Province,
the PRC

(RMB)

50,000,000

60,000,000

58,750,000

156 —

Deposits taking from the public; extending
short-term, medium-term and long-term
loans; effecting domestic  settlements;
accepting and discounting instruments;
engaging in inter-bank lending; engaging in
bank card business; acting as the issuing
agent, cashing agent and underwriter of
government bonds; collecting and making
payment as agents and acting as the insurance
agent; other businesses approved by the
banking regulatory authorities. (The above
operating items have been carried out based
on effective financial license.) (For the items
subject to approval according to laws, the
operating activities could only be carried out
upon approval from relevant authority.)

Deposits taking from the public; extending
short-term, medium-term and long-term
loans; effecting domestic  settlements;
accepting and discounting instruments;
engaging in inter-bank lending; engaging in
bank card business; acting as the issuing
agent, cashing agent and underwriter of
government bonds; collecting and making
payment as agents; other businesses
approved by the banking regulatory
authorities. (Projects involving
administrative permit within the business
scope with the valid permit or approval
documents to operate.)

Deposits taking from the public; extending
short-term, medium-term and long-term
loans; effecting domestic  settlements;
accepting and discounting instruments;
engaging in inter-bank lending; engaging in
bank card business; acting as the issuing
agent, cashing agent and underwriter of
government bonds; collecting and making
payment as agents; other businesses
approved by the Dbanking regulatory
authorities under the State Council. (Those
subject to approval according to laws and
regulations shall not be operated without
approval.) (For the items subject to approval
according to laws, the operating activities
could only be carried out upon approval from
relevant authority.)
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Date of

Subsidiary establishment

Location

Registered
capital

Principal business

December 23,
2010

Qixian Zhongyuan
County Bank

March 12,
2012

Suiping Hengsheng
County Bank

October 27,
2011

Huipu County Bank

Qi County,
Hebi,

Henan Province,
the PRC

Suiping County,
Zhumadian,
Henan Province,
the PRC

Xiangcheng County,
Xuchang,

Henan Province, the
PRC

(RMB)

50,000,000

50,000,000

61,000,000
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Deposits taking from the public; extending
short-term, medium-term and long-term
loans; effecting domestic  settlements;
accepting and discounting instruments;
engaging in inter-bank lending; engaging in
bank card business; acting as the issuing
agent, cashing agent and underwriter of
government bonds; collecting and making
payment as agents. (Those forbidden by laws
and regulations shall not be operated; those
subject to approval according to laws and
regulations shall not be operated without
approval.) (For the items subject to approval
according to laws, the operating activities
could only be carried out upon approval from
relevant authority.)

Deposits taking from the public; extending
short-term, medium-term and long-term
loans; effecting domestic  settlements;
accepting and discounting instruments;
engaging in inter-bank lending; engaging in
bank card business; acting as the issuing
agent, cashing agent and underwriter of
government bonds; collecting and making
payment as agents and acting as the insurance
agent; other businesses approved by the
banking regulatory authorities. (For the items
subject to approval according to laws, the
operating activities could only be carried out
upon approval from relevant authority.)

Deposits taking from the public; extending
short-term, medium-term and long-term
loans; effecting domestic  settlements;
accepting and discounting instruments;
acting as the issuing agent, cashing agent and
underwriter of government bonds; dealing in
government bonds bonds;
engaging in inter-bank lending; engaging in
debit card business; collecting and making
payment as agents and acting as the insurance
agent; other businesses approved by the
banking regulatory authorities in China. (For
the items subject to approval according to
laws, the operating activities could only be
carried out upon approval from relevant
authority.)

and financial
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Date of Registered
Subsidiary establishment Location capital Principal business

(RMB)

Xinxiang Xinxing March 23, Xinxiang, 130,000,000  Deposits taking from the public; extending
County Bank 2010 Henan Province, short-term, medium-term and long-term
the PRC loans; effecting domestic  settlements;

accepting and discounting instruments;

engaging in inter-bank lending; engaging in

bank card business; acting as the issuing

agent, cashing agent and underwriter of

government bonds; collecting and making

payment as agents; other businesses

approved by the Dbanking regulatory

authorities. (Projects involving operating are

allowed with the permit to operate.) (For the

items subject to approval according to laws,

the operating activities could only be carried

out upon approval from relevant authority.)

Xinyang Pingqiao December 13, Xinyang, 69,600,000 Operating businesses approved by the
Zhongyuan County 2010 Henan Province, banking regulatory commission in China
Bank the PRC according to relevant laws, administrative

regulations and rules. The scope of business
is subject to those listed in the approval
documents. (For the items subject to approval
according to laws, the operating activities
could only be carried out upon approval from
relevant authority.)

Xiping Caifu County December 17, Xiping County, 208,524,259  Deposits taking from the public; extending
Bank 2009 Zhumadian, short-term, medium-term and long-term
Henan Province, loans; effecting domestic  settlements;
the PRC accepting and discounting instruments;
engaging in inter-bank lending; engaging in
bank card business; acting as the issuing
agent, cashing agent and underwriter of
government bonds; collecting and making
payment as agents and acting as the insurance
agent; other businesses approved by the
banking regulatory authorities. (For the items
subject to approval according to laws, the
operating activities could only be carried out
upon approval from relevant authority.)

Concert Party Arrangement for Certain Subsidiaries

The Group consolidates entities controlled by the Bank., i.e. our subsidiaries. The Group ceases
to consolidate a subsidiary when the Bank loses control of such subsidiary. According to applicable
financial reporting standards, control is achieved if and only if the Bank has: (i) the power over the
investee; (ii) exposure to risks or rights to variable returns from the Bank’s involvement with the
investee; and (iii) the ability to use the Bank’s power over the investee to affect the amount of variable
returns. As of the Latest Practicable Date, among the 10 subsidiaries of the Group, five were
non-majority-owned subsidiaries, the consolidation of which is based on the concert party
arrangements. During the period from December 31, 2015 to December 31, 2016, the Bank entered
into acting-in-concert agreements with certain minority shareholders of these five
non-majority-owned subsidiaries (the “Concert Parties”), pursuant to which, the Concert Parties
agreed to communicate thoroughly before the respective shareholders’ meetings of the
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non-majority-owned subsidiaries in order to align their votes with the Bank in respect of all meterial
matters of the relevant subsidiary, and in the absence of the Concert Parties’ presence during the
respective shareholders’ meetings of the non-majority-owned subsidiaries, the Concert Parties agreed
to align their votes with the Bank by entrusting their voting rights to the Bank through power of
attorney. Therefore, the Bank controls such subsidiaries as it has the power over the investees and the
rights to variable returns by virtue of such power.

Details of the above-mentioned five non-majority-owned subsidiaries and their concert party
arrangements are set out in the following table:

Aggregate
Effective shareholding
date of of parties
Non-majority-owned  Date of control Individual acting in
subsidiaries establishment established Parties acting in concert shareholding concert
Xiping Caifu December 17, January 1, Our Bank 34.65% 67.64%
County Bank 2009 2016
Xinjiang Xinliangji Industrial Co., Ltd. 8.48%
CRT R R ZEH A PR D)
Xinjiang Guofu Mining Project Co., 5.93%
Ld. GHf 8810 ' W26 TAR A RO Al
LIU Zuocheng (#I1Em) 4.88%
Xinjiang Feihao Trading Co., Ltd. 4.66%
CHT 8 B2 2 A IR A )
Guangdong Lingnan Renjia (Henan) 4.52%
Wine Making Co., Ltd.
(B R38R R ) BTG A7 R 22 1)
Henan Yijiu Group Co., Ltd. 4.52%
(T Pl S 4 T A7 R )
Lushi Defeng May 15, 2012 January 1, Our Bank 35.00% 55.00%
County Bank 2014"
CHEN Bo (Bi1#) 10.00%
HAN Shuli (% #UF0) 10.00%
Suiping Hengsheng March 12, January 1, Our Bank 45.00% 78.00%
County Bank 2012 2015@
Henan Renmin Zaixian Internet Co., 9.00%
Ltd.

(I PN R A SR A A R 7])

Henan Wodefeng Fertilizer Co., Ltd. 8.00%
(T e IR 15 1 26 B 2 D)

Xiangcheng County Xiangqian 8.00%
Spinning Co., Ltd.
(F AR 1] T &7 4 A B WD)

Xiangcheng County Lianchuang 8.00%

Spinning Co., Ltd.
(2 SRR I A1 277 4 A B2 WD)
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Aggregate
Effective shareholding
date of of parties
Non-majority-owned Date of control Individual acting in
subsidiaries establishment established Parties acting in concert shareholding concert
June 30, Our Bank 45.00% 78.00%
2016
Zhumadian Development Zone 9.00%
Yongsheng Trading Co., Ltd.
(15 0 717 B 4% it 7k R 7 B A PR A )
Zhumadian Gonghao Trading Co., Ltd. 8.00%
CRERS i 17 L 47 5 5 A R )
Zhumadian Yicheng District Changda 8.00%
Trading Co., Ltd.
CHE RS i 7 B3 0k [k B K 78 5 A1 PR 7))
Zhumadian Hengrun Trading Co., Ltd. 8.00%
CHE RS Ji i 5 8 7 A R A )
Xiangcheng Huipu  October 27, January 1, Our Bank 41.00% 51.00%
County Bank 2011 2015
Shangqiu Huaqgiang Construction 10.00%
Materials Co., Ltd.
(T 117 32 30 b A B WD)
Xinxiang Xinxing March 23, January 1, Our Bank 31.54% 53.46%
County Bank 2010 2014
Chunjiang Group Co., Ltd. 10.00%
LA A R R
Henan Taiyangshi Group Cement Co., 6.92%

Notes:

(1

(2)

(3)

Led. (7R & A B 77 45 1 K I8 A1 BRZS W)

Xinxiang Textile Chemical Fiber Co., 5.00%
Ltd. CHi#s T & 4k (b 45 kLA BRA W)

On December 13, 2016, our Bank entered into a share transfer agreement with each of LUAN Hongxun (%%5L8h), HU
Zuozhou (M) and Lushi Defeng County Bank, respectively, pursuant to which the Bank agreed to acquire the
respective shares held by each of them, including the shares previously acquired by Lushi Defeng County Bank itself
from one of its shareholders due to an unsold auction during the compulsory enforcement process undertaken by the
relevant PRC court against such shareholder. The above transaction is pending on the approval by the relevant regulatory

authorities.

On June 30, 2016, Henan Renmin Zaixian Internet Co., Ltd., Henan Wodefeng Fertilizer Co., Ltd., Xiangcheng County
Xiangqian Spinning Co., Ltd., and Xiangcheng County Lianchuang Spinning Co., Ltd. transferred their respective shares
held in Suiping Hengsheng County Bank to Zhumadian Development Zone Yongsheng Trading Co., Ltd., Zhumadian
Gonghao Trading Co., Ltd., Zhumadian Yicheng District Changda Trading Co., Ltd. and Zhumadian Hengrun Trading
Co., Ltd. Subsequently, the Bank entered into a new acting-in-concert agreement with the abovementioned transferees.

On December 16, 2016, the shareholders of Suiping Hengsheng County Bank adopted a shareholders’ resolution,
pursuant to which, our Bank agreed to increase the registered capital of Suiping Hengsheng County Bank by subscribing
for 6,150,000 new shares. The above transaction is pending on the approval by the relevant regulatory authorities.
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The PRC legal advisors of our Bank, King & Wood Mallesons, have confirmed that (i) each of
these acting-in-concert agreements is legally binding on the signing parties and does not violate PRC
laws, and (ii) none of the parties to the acting-in-concert agreements has the contractual right to
unilaterally terminate the agreements, and pursuant to the Contract Law of the PRC, in principle, the
acting-in-concert agreements may only be terminated by mutual agreements.

SHAREHOLDING AND CORPORATE STRUCTURE
Shareholding Structure

As of the Latest Practicable Date, the Bank had 557 non-individual Shareholders and 9,324
individual Shareholders, all of which were domestic Shareholders, holding in aggregate approximately
95.45% and 4.55% of the Shares, respectively. Among them, two Shareholders were directly interested
in 5% or more of the Shares, namely Henan Investment Group and Yongcheng Coal and Electricity,
directly holding approximately 9.02% and 7.42% of the Shares, respectively. Having made due and
careful inquiries, Henan Investment Group and Yongcheng Coal and Electricity are independent from
each other, save that they are both ultimately wholly-owned by Henan Government. For details of
these two Shareholders, please see “Substantial Shareholders”. As of the Latest Practicable Date, no
nominee arrangement is involved in the Shares held by the Shareholders whose shareholding had been
verified.

As of the Latest Practicable Date, the Bank was unable to verify the shareholding of 228
non-individual Shareholders and 800 individual Shareholders, holding approximately 0.71% and
0.18% of the Shares, respectively. The existence of any of such Shareholders whom the Bank is unable
to contact has no material adverse impact on the ability to carry out corporate actions, such as
convening Shareholders’ general meetings, declaring dividends and implementing the Listing.

Share Transfers prior to the Global Offering

Pursuant to the notices issued by several PRC courts demanding our assistance for enforcing
judgments or judicial decisions (the “Enforcement Assistance Notices”), the Bank assisted with the
registration for certain transfers of Shares prior to the completion of the Global Offering. Such Share
transfers resulted from certain public auctions of the relevant Domestic Shares, which were identified
as enforcement targets in civil proceedings, during the compulsory enforcement process undertaken by
the relevant PRC courts. The Directors are of the view that such Share transfers do not constitute
pre-IPO investments based on the following reasons:

° such Share transfers were as a result of the enforcement process undertaken by the relevant
PRC courts, and the Bank neither voluntarily invited new investors nor encouraged the
above share transfers among existing Shareholders; and

° the Bank was not aware of any relevant Share transfers until it received the Enforcement
Assistance Notices, as neither the Bank nor the relevant Shareholders have control over the
share transfers, and the Bank is obligated to assist with the registration for the Share
transfers as soon as practicable upon receiving the Enforcement Assistance Notices.

From the date of the establishment of the Bank and as of the Latest Practicable Date, 324,629,554
Domestic Shares in aggregate, representing approximately 1.95% of the total issued share capital of
our Bank, were transferred due to the abovementioned Enforcement Assistance Notices.
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Immediately prior to the Global Offering

The following chart sets forth our shareholding structure as of the Latest Practicable Date and

immediately prior to the Global Offering.

Henan Investment Yongcheng (.:0%) Other Non-individual Individual
Group® and Electricity Shareholders Shareholders 4
9.02% 7.42% 79.01% 4.55%
The Bank ®
51.00% 51.00% 51.72% 34.65% 35.00% 45.00% 51.00% 41.00% 31.54% 65.00%
Puyang Linzhou ;‘"y'?“g Xiping Lushi Suiping Qixian Xiangcheng Xinxiang
Zhongyuan Defeng Zhlonngqlzgn Caifu Defeng Hengsheng Zhongyuan Huipu Xinxing Consumer
County County C gyl County County County County County County Finance
Bank © Bank B;’:E(% Bank ® Bank (19 Bank (1D Bank (12 Bank (19 Bank (19 Company™”
Notes:
(1)  Henan Investment Group is the single largest Shareholder and one of the state-owned Shareholders. It is wholly-owned

2)

(3)

(4)

(5)

(6)

(7

by the Henan Provincial Development and Reform Commission (71 ¥ & #§ J& fil Bl 4 Z B 7). Henan Investment Group is
the investment and finance platform of Henan Government which invests and manages various kinds of financial
institutions, modern logistics, infrastructure project and high-tech projects, etc.

Yongcheng Coal and Electricity is one of the state-owned Shareholders. It is wholly-owned by Henan Energy and
Chemical Engineering Group Co., Ltd., which is in turn wholly-owned by Henan SASAC. The principal business of
Yongcheng Coal and Electricity includes the investment and management in the industries of coal, railway, chemical
engineering and mining. As of the Latest Practicable Date, all of the Shares held by Yongcheng Coal and Electricity were
pledged. Such pledge of Shares will be enforced if Yongcheng Coal and Electricity is in default of its obligations to the
relevant creditors.

As of the Latest Practicable Date, 555 other non-individual shareholders held approximately 79.01% of the Shares in
aggregate. The shareholding percentage of each of these non-individual shareholders does not exceed 5.00%.

As of the Latest Practicable Date, 9,324 individual shareholders held approximately 4.55% of the Shares in aggregate.
The shareholding percentage of each of these individual shareholders does not exceed 5.00%.

As of the Latest Practicable Date, 7,065,420,338 Shares (representing approximately 42.4988% of the Shares) held by
91 Shareholders were pledged, and 978,569,560 Shares (representing 5.89% of the Shares) held by 78 Shareholders were
frozen by several judicial bodies.

The remaining 49.00% of the issued share capital was held by Zhongyou Logistics Co., Ltd. (¥ i A FR A7), Puyang
Shiji Logistics Group Co., Ltd. (A% IREEMARAR), LI Kai (ZFH), CAO Yunfu (&%), BAI Cuiying
(FAZR3%), JIANG Guifen (Z#EJF), LIU Hongfang (#/4L77), WU Baoyin (Z2f#E)), LI Cuimei (23 M) and LIU Liru
(BIRE#) as to 8.00%, 4.00%, 5.00%, 5.00%, 5.00%, 5.00%, 5.00%, 4.00%, 4.00% and 4.00%, respectively. All above
shareholders of Puyang Zhongyuan County Bank are independent third parties of the Bank.

The remaining 49.00% of the issued share capital was held by Anyang Guofeng Alloy Co., Ltd. (%P8 & 447 R &
f£/2 7)), Linzhou Chicheng Taxi Co., Ltd. (M 17 554 1 FL /A B A7 FRA A), Anyang Guochang Metal Alloy Co., Ltd. (%
Ry B 8k 4 4 B3 AE A ), ZHAO Songzhou (#i#4JH), XIN Youqin (327 f), GUO Zhipeng (554 M5), HOU Yanhong
(FEB64T), LI Jinxi (4 ), CHENG Qiaolin (F£I54K), HAO Yongfeng (#if7kI%) and ZHOU Dang (Ji#) as to 4.60%,
3.00%, 2.00%, 9.00%, 9.00%, 6.00%, 6.00%, 4.20%, 3.00%, 1.20% and 1.00%, respectively. All the above shareholders
of Linzhou Defeng County Bank are independent third parties of the Bank.
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(8

9

(10)

(1D

(12)

The remaining 48.28% of the issued share capital was held by Xinyang Pingqiao Agriculture Comprehensive Finance
Development Co., Ltd. (5 B Tl 74 % 52 3£ 45 & %5 B %5 A ), Henan Wujian Second Construction and Installation Co.,
Ltd. (V0] g F 8 55 RS L5 A RN 7A]), Xinyang Jiamei Decoration Engineering Co., Ltd. ({75 B T £ 35 $6 fifi TREATFR 2
Al), Xinyang Wuyue Industry Co., Ltd. (fEFFHSEEAAF), Xinyang Fuhai Holdings Co., Ltd.
(515 & i A /A |]), Xinyang Longjiang Property Development Co., Ltd. ({5 F3#E7TSE b B G BR/A |), LU
Hong (4[), CUI Wen (# ), HU Xiangyu (#1#12£), HUANG Deyou (#{#), CHEN Zhenlin (B3 #£), WU Yuanxin
(BfJEf%), ZHANG Quanfeng (3%4:0%), HUANG Qiang (¥ 3), CHENG Ziang (2 ¥ &), YU Luguo (fr#k[E), YANG
Yunli (¥ 7 BE), ZHENG Dezhi (¥3f%5%), HE Huan (fi/#(), WANG Linlin (£ ##), GAO Xiurong (% 75 4%), WANG Yaqin
(FEE3E), GUO Rong ($/%) and ZHENG Wei (¥/%%) as to approximately 3.45%, 8.62%, 2.76%, 9.83%, 5.17%, 3.45%,
2.41%, 1.03%, 0.86%, 0.34%, 0.86%, 0.86%, 0.34%, 0.52%, 0.86%, 0.52%, 0.86%, 0.52%, 0.34%, 0.86%, 0.34%, 1.72%,
0.86% and 0.86%, respectively. HU Xiangyun (#4#HZK) is the vice chairperson of the Bank and an executive Director,
and HU Xiangyu (#1#12£), HUANG Deyou (# %), CHEN Zhenlin (BfIL4K), WU Yuanxin (58 7G1%), ZHANG Quanfeng
(kA %), HUANG Qiang (¥%7%i) and YANG Yunli (#;708), are the Shareholders. Save as the above, all other
shareholders of Xinyang Pingqiao Zhongyuan County Bank are independent third parties of the Bank.

The remaining 65.35% of the issued share capital was held by Guangdong Lingnan Renjia (Henan) Wine Co., Ltd. (%
FAE AN ()B4 FRZA 7)), Henan Yijiu Group Co., Ltd. (J 5 5% 4 ¥ 4 fR /2 7)), Henan Dingli Ganta Co., Ltd.
(T B b 3 AL EE B 003 BRZA ), Zhumadian Yicheng Tianzhong Vehicles Sales Co., Ltd. (%155 35 17 B2k [ K Hf iR s B &
MR/ Al), Henan Hengfeng Logistics Co., Ltd. (V175 & 58 ¥ i fi FR 2 A), Henan Fengyuan Hepu Fodder Co., Ltd. (7
RN i kLA FRZA ), Xiping Jiding Commodity Concrete Co., Ltd. (V474 & 54 dhiR#E T F /A F]), Henan
Huyuanlong Meat Products Co., Ltd. (V75 %2 J§ & I & i 47 FR 23 7)), Henan Kaiwei Ganggou Co., Ltd. (V7 5 s/l Jgi 8 i A7
M2y Al), Xiping Dingli Properties Co., Ltd. (Pi~F# /) EHEA WA A]), Suiping Huasheng Properties Co., Ltd.
CETVFERE EHMRAT), Xiping Jilong Dairy Co., Ltd. (FiTFIREHEMEAIRAF), Xinjiang Fuguo Mining
Engineering Co., Ltd. CHi8 & B3 LA A]), Xinjiang Feihao Trading Co., Ltd. (HiigRz™ % H KA #D),
Xinjiang Xinliangji Industry Co., Ltd. (¥ R I E AT A 7)), ZHANG Qingling (3R #), QIN Jianhua (% @ 3E),
YIN Ling (B %), HOU Zhiyuan (#5%), LIU Zuocheng (#IfF ), and ZHENG Chaohui (¥#I}i#) as to approximately
4.52%, 4.52%, 4.46%, 1.81%, 1.81%, 1.81%, 1.81%,2.65%, 3.61%, 0.96%, 2.56%, 0.96%, 5.93%, 4.66%, 8.48%, 0.32%,
0.60%, 3.25%, 3.22%, 4.88% and 2.53%, respectively. ZHANG Qingling (i B %), QIN Jianhua (F# %), YIN Ling
(B&f%), HOU Zhiyuan (f%7§%) and LIU Zuocheng (¥fE/%) are the Shareholders. Save as the above, all other
shareholders of Xiping Caifu County Bank are independent third parties of the Bank. Xiping Caifu County Bank is

«

deemed to be a subsidiary under our control. For details, please see “— Concert Party Arrangement for Certain

Subsidiaries”.

The remaining 65.00% of the issued share capital was held by Sanmenxia Zhongyuan Liangyi Co., Ltd. (= i1 &
&I A FR/A 7)), Henan Zhongyin Decoration Engineering Co., Ltd. (i R4 LREAABRA 7)), YANG Zhenfu
(M ¥R &), CHEN Bo (M), HAN Shuli (%% ifl#]), LIU Kewei (2IBH#), LI Yangzi (ZEW; 1), TANG Feng (Jf$%) and WU
Di (&) as to 5.00%, 5.00%, 10.00%, 10.00%, 10.00%, 10.00%, 5.00%, 5.00% and 5.00%, respectively. All the above
shareholders of Lushi Defeng County Bank are independent third parties of the Bank. Lushi Defeng County Bank is

“

deemed to be a subsidiary under our control. For details, please see “— Concert Party Arrangement for Certain

Subsidiaries”.

The remaining 55.00% of the issued share capital was held by Zhumadian Kaifaqu Yongsheng Trading Co., Ltd. (55
Ji5 T DR % Ik B 2 A PR/ ), Zhumadian Gonghao Trading Co., Ltd. (5585342 %A BR/A ), Zhumadian
Yicheng Changda Trading Co., Ltd. (%EF§ I T B4l I 2 K 3 47 PR 7)), Zhumadian Hengrun Trading Co., Ltd. (¥t/%
S5 TR P R AT BRA F]), GAO Hui (Fif#), CHEN Qian (Bff%), MA Zhanying (/5 4i%), YAO Junhua (k& #E), YAO
Huamin (B#%[X) and WANG Wengian (T 3Cf¥) as to 9.00%, 8.00% 8.00%, 8.00%, 4.00%, 4.00%, 4.00%, 2.00%, 4.00%
and 4.00%, respectively. All the above shareholders of Suiping Hengsheng County Bank are independent third parties of
the Bank. Suiping Hengsheng County Bank is deemed to be a subsidiary under our control. For details, please see “—
Concert Party Arrangement for Certain Subsidiaries”.

The remaining 49.00% of the issued share capital was held by Henan Qixian Yongda Food Co., Ltd. (1 #§ & L #77k i
BHEATR A A)), Hebi Hongda Engineering Construction Co., Ltd. (B§RETT % K TR 3% A PR /A ), Hebi Heyou Property
Development Co., Ltd. (BT & & 5 H & B35 A R /A 7)), Hongxian Xinghe Livestock Development Co., Ltd. (575
FE WA BR /A F]), ZHAO Sumei (#F M), JIN Changging (&% #) and ZHANG Xiuling (175 #) as to 9.60%,
10.00%, 10.00%, 10.00%, 4.00%, 4.00% and 1.40%, respectively. Hebi Hongda Engineering Construction Co., Ltd.
(BEBETH 72 K TR 2 58 A PR/ /), Hebi Heyou Property Development Co., Ltd. (B§BETH & /< 5 b 2 B %5 A FR/A 7)) are the
Shareholders. Save as the above, all other shareholders of Qixian Zhongyuan County Bank are independent third parties
of the Bank.
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(13)

(14)

(15)

The remaining 59.00% of the issued share capital was held by Shangqiu Huaqiang Building Materials Co., Ltd. (%% k-
7 #E 98 7 b A7 PR 22 7)), Henan Dayu Mining Co., Ltd. (77 B K & 3% 264 BR A7), Yuzhou Hongbao Silk and Cotton Textile
Co., Ltd. (&M 17 ¥5H 4 43 57 4 FR/A ), Zhengzhoudong Jiancai Nanqu Lide Decoration Materials Trading Firm (3
M B B g [ B 1% 2 i 44 F) 95 47), Henan Daozhiwan Culture Media Co., Ltd. (0 F§%8 2 8 UL A R A F]), ZHAO
Jinhong (#4:4L), AT Zhenping CGLHRH), LI Lanhua (ZHI{E£) and WANG Jiangi (E#%T) as to 10.00%, 10.00%, 7.00%,
7.00%, 4.00%, 6.00%, 5.00%, 5.00% and 5.00%, respectively. Shangqiu Huagiang Building Materials Co., Ltd. (% =77
e g 7 M A B/ H]) is the Shareholder. Save as the above, all other shareholders of Xiangcheng Huipu County Bank are
independent third parties of the Bank. Xiangcheng Huipu County Bank is deemed to be a subsidiary under our control.

<«

For details, please see

The remaining 68.46% of the issued share capital was held by Chunjiang Group Co., Ltd. (F{L&E M4 BR 2 7l), Henan
Taiyangshi Group Cement Co., Ltd. (IR &H KM EEKIEEMAT), Henan Dongyue Casting Co., Ltd.
(7] B U5k S 15 A5 FRA WD), Beijing Shuangquan Property Development Co., Ltd. (b5 8 4 5 #h & B 4% 45 FR /A 7)), Beijing
Longyuan Lvmei Technology Co., Ltd. (dtEREIRZSEFIHA/A ), Huachuan Yihe Mining Co., Ltd.
(HE)I M A% 264 FR/A 7)), Huixian Huitong Logistics and Trading Co., Ltd. (FESRTTE#EY) E A RAF). Xinyang
Yangguang Hardware Co., Ltd. GHr4RTT Bt 42 8 ¢ 5 A FR /A 7)), Xinxiang Textile and Chemical Fiber Raw Materials
Co., Ltd. (Wb %7 Ak A 4 J5RHE BR/A H]), LUO Dejun (575 55), ZHU Huiru (K& 1) and WANG Jianying (Ff#%) as
to approximately 10.00%, 6.92%, 5.38%, 10.00%, 10.00%, 10.00%, 3.08%, 1.54%, 5.00%, 5.00%, 0.77% and 0.77%,
respectively. All above shareholders of Xinxiang Xinxing County Bank are independent third parties of the Bank.

— Concert Party Arrangement for Certain Subsidiaries”.

Xinxiang Xinxing County Bank is deemed to be a subsidiary under our control. For details, please see “— Concert Party
Arrangement for Certain Subsidiaries”.

The remaining 35.00% of the issued share capital was held by Shanghai Yiqian Network Information Technology Co.,
Ltd. (J_“?ﬁ@} T‘%%%Eﬁﬁﬁﬁﬁﬁ/&ﬂ) , which is a substantial shareholder of Consumer Finance Company, and thus a
connected person of the Bank at the subsidiary level by virtue of Rule 14A.06(9) of the Listing Rules.

Immediately after the Completion of the Global Offering

The following chart sets forth our shareholding structure immediately following the completion

of the Global Offering, assuming no exercise of the Over-allotment Option and no change in

shareholding by each of the Shareholders listed below after the Latest Practicable Date.

Notes:

Henan Investment Yongcheng Coal N th,erd 1 Individual Sh P}Ll'blléc ;
Group") and Elcclricity(z' on-indivi ug) Shareholders® areholders o
Shareholders H Shares
7.23% 5.94% 66.16% 3.85% 16.82%
The Bank®
51.00% 51.00% 51.72% 34.65% 35.00% 45.00% 51.00% 41.00% 31.54% 65.00%
. Xinyan, - . . .
Puyang Linzhou Pinquiaf Xiping Lushi Suiping Qixian Xiangcheng Xinxiang Consumer
Zhongyuan Defeng Zhonyvyuan Caifu Defeng Hengsheng Zhongyuan Huipu Xinxing Finance
County County Co:nl County County County County County County Company'®
Bank® Bank® Bﬂ"k(i Bank® Bank 10 Bank () Bank (12 Bank 19 Bank (19

(1)-(15) Please see corresponding notes on pages 162 to 164.
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Organizational Structure

The following chart sets forth the principal organizational and management structure of the Bank

as of the Latest Practicable Date.
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Corporate Governance Structure

The Bank has established a corporate governance structure which comprises the Shareholders’
general meeting, the Board of Directors, the Board of Supervisors and the senior management.

Board of Directors

The Board of Directors is accountable to the Shareholders’ general meeting and consists of
professionals with diversified backgrounds and qualifications. The major responsibilities of the Board
of Directors include determination of policies in relation to business planning, investment planning,
risk management, internal control and compliance, determination of medium- and long-term business
strategies and material business development plans, formulating capital replenishment plans, listing
plans and plans of applying capital funds raised, and the appointment and dismissal of the senior
management of the Bank. The Board of Directors delegates certain powers to its special committees,
including the Strategy and Development Committee, the Nomination and Remuneration Committee,
the Related Party Transactions Control Committee, the Risk Management Committee and the Audit
Committee. Each committee shall report to the Board of Directors. For details of the functions of each
committee, please see “Directors, Supervisors and Senior Management — Committees under the
Board”.

Board of Supervisors

The Board of Supervisors is accountable to the Shareholders’ general meeting and is responsible
for supervising the performance of the Board and the senior management as well as financial
activities, risk management and internal control. The Board of Supervisors conducts special surveys
on specific areas and attends important meetings in order to understand the operation and management
of the Bank and provide supervisory advice, and also supervises the implementation of such advice
from time to time. The Board of Supervisors has established a Nomination Committee and a
Supervision Committee, which shall report to the Board of Supervisors.

Senior Management

The senior management of the Bank has the powers vested by the Board of Directors to manage
the daily operations of the Bank. The president of the Bank is primarily responsible for carrying out
the decisions made by our Board of Directors and shall report to the Board of Directors. The Bank has
also appointed four vice presidents and other senior management members to work with the president
of the Bank and perform their respective management responsibilities.

Operational Reform

To meet the requirement of the development of the Bank and the industry’s regulation, the Bank
has continuously sought to improve our management and operations and have implemented reform and
improvement measures in areas including corporate governance, organizational structure, risk
management, human resources and information technology. For further information, please see
“Business” and “Risk Management”.
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The Party Committee

According to “The Constitution of the Communist Party of China”, the Bank established the
Committee of Communist Party of China of Zhongyuan Bank Co., Ltd. (the “Party Committee”),
which plays a core political role in the Bank. The Party Committee mainly assumes the following
responsibilities:

° providing guidance for the Bank in its business operation, development and reform to
ensure the Bank conduct business and further grow in line with general principles set forth
in applicable PRC laws and regulations as well as requirements and decisions of the Party
Committee;

° enhancing the construction of the Party Committee, continuously improving the education
of the Bank’s employees to help them better understand and adhere to the requirements
under the spirit of the Communist Party of China, and to help cultivate the Bank’s corporate
culture;

° proactively promoting the latest policies and strategies of the PRC and the Communist
Party of China, supporting different types of organizations within our Bank to fulfill their
functions independently in accordance with applicable laws and their respective
constitutional documents, including organizations of general public, labour union and the
communist youth league of our Bank; and

° supervise and supporting the Shareholder’s general meetings, the Board, the board of
Supervisors and the management team to fulfill their functions in accordance with
applicable laws and regulations.
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OVERVIEW

We are the largest city commercial bank in Henan Province, in terms of total assets, total deposits
from customers, total loans to customers, total shareholders’ equity, the operating income and total
number of outlets as of and for the year ended December 31, 2016, according to the CBRC Henan
Office. We are the only city commercial bank directly administered by the provincial government in
Henan Province. We ranked 210" among the “Top 1000 World Banks” in terms of tier-one capital as
of December 31, 2015 by The Banker in 2016, being the 31°" among all PRC commercial banks, and
the 9™ among all PRC city commercial banks on this list.

We invested in building up a business network with comprehensive coverage across Henan
Province. As of December 31, 2016, we had one head office, 17 branches, 421 sub-branches, including
305 city-level sub-branches, 116 county-level and township-level sub-branches, and a total of 439
outlets, which covered all 18 prefectural-level cities and 82 counties, representing approximately 80%
of all counties across Henan Province. In addition, leveraging favorable policies promulgated by the
Henan Government, including “Opinions on Accelerating the Development of Zhongyuan Bank (<[
R SR AT EE A L) ), we successfully established and enhanced long-term relationships
with government agencies, public institutions and enterprises with strategic importance in Henan
Province and China. As of the Latest Practicable Date, our corporate banking customers included
many leading state-owned and private enterprises in Henan Province, covering a wide range of
industries.

Since the establishment of our Bank, we have invested in the development and application of
advanced financial technology to establish and maintain our competitiveness, in particular,
technologies that are crucial to our business operations and internal management. Capitalizing on our
in-depth knowledge of our customers’ preferences for financial products and services in the Internet
era, we have established a competitive edge over our industry peers by promoting various products and
services with strong technology capabilities. In 2016, we were granted “Gold Reputation Financial
Technology Security Award (4 F1 A8 4 Rl Bl 42 % 2 4%)” by the Modern Bankers and Hongru Financial
Education Foundation (¥ &RIZKE M) in recognition of our achievements in providing
technical support to our customers for secured electronic transactions.

Our total assets grew at a CAGR of 44.7% from RMB206,947.8 million as of December 31, 2014
to RMB433,071.4 million as of December 31, 2016. According to the CBRC Henan Office, our market
share in terms of total assets, total deposits from customers, total loans to customers and operating
income was 6.1%, 4.8%, 4.3% and 5.5% as of and for the year ended December 31, 2016, respectively,
among all banks in Henan Province.

We have received several honors and awards for our business performance and management
capabilities. For example:

° In 2015 and 2016, we were recognized as “The Best City Commercial Bank (4F B fz {33k
i 2 417)” by the Institute of Finance and Banking of the Chinese Academy of Social
Science ("1 EIALF}BE 4 BT 5T 1) and Financial News (4 RlRFH).

° In recognition of our outstanding performance in the interbank domestic currency market,
we were granted “The Best City Commercial Bank Award in the Interbank Domestic
Currency Market (S8R4T [ W5 i 855 s A 8 7 7 364047 88)” in 2015 and “The Outstanding
Dealer in the Interbank Domestic Currency Market (217 [H] A< 17 4518 75 28 % #6)” in 2016
by China Foreign Exchange Trading System & National Inter-bank Funding Center.
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° In 2015, in recognition of our outstanding contribution to the real economy, we were
awarded the “Best Bank in Serving the Real Economy (Hf: MR B #E S8 ER1T48)” by
Henan Banking Association ({1 & R 17 2 Ioh €).

° In 2015, in recognition of our contribution to the local economy, we were granted the “2014
Best Service to Local Economy Award (20144F F e fEMRE HL 77 895 488)” by Modern
Bankers.

OUR COMPETITIVE STRENGTHS

Being the largest city commercial bank in Henan Province, we have been continuously benefiting
from Henan Province’s rapid economic development brought by China’s further economic
reform.

We are the largest city commercial bank in Henan Province in terms of total assets, total deposits,
total loans to customers, total shareholder’s equity, the operating income and total number of outlets
as of and for the year ended December 31, 2016 according to CBRC Henan Office. In 2016, we were
ranked 210" among the “Top 1000 World Banks” in terms of tier-one capital as of December 31, 2015
by The Banker, and ranked 31°" among all PRC commercial banks, and ranked 9" among all PRC city
commercial banks named in this list.

Henan Province has achieved rapid economic development in recent years. Since 2010, its GDP
has been ranked 5™ in China and first in Central China for seven consecutive years. We believe this
growth depends on, and will continue to benefit from, the following factors:

° Henan Province is one of the largest provinces in China in terms of population with a total
population amounted to 107.9 million and an urbanization rate of 46.6% by the end of 2016,
indicating a huge potential for further urbanization. Taking into account the expected
continuous growth in urban and rural residents’ income, it is expected that financial
industries will experience a strong growth in the foreseeable future.

° Benefiting from its strategic geographic location as an important transportation hub and
materials distribution center in China, Henan Province has already established a leading
position in various industries, including food processing, light industry, new materials,
digital information, equipment manufacturing and automotive industries. As of December
31, 2016, Henan Province had nine national economic development zones and seven
national high-tech industrial development zones, ranking first in Central China.

° Henan Province is experiencing rapid economic development by leveraging favorable
policies promulgated by the PRC government, and it has steadily become an important
pillar supporting China’s current economic transformation. In 2011, the State Council
promulgated “Central Plains Economic Zone (" JEZ8E) " explicitly setting out the
economic development plan for Central China with a focus on Henan Province. In 2013,
China put forward the initiative of “One Belt, One Road (—7# —}%)” which listed Henan
Province as the core part of China’s transportation network, making it an important hub for
transportation, logistics, goods and resources distribution for implementation of this
national strategy. In March 2013, in line with the “One Belt, One Road (—H—H)
initiative, the State Council approved the construction of the first pilot airport economic
zone with national strategic importance, namely ‘“Zhengzhou Airport Economic
Experimental Zone (3 MM 2% ¥ &8 45 A BB [®)”, which is designed to become an
important international airport logistics center in China and an important national
passenger transit center, thus promoting the development of import and export industries in
Henan Province and cross-border e-commerce. On April 1, 2017, the State Council
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officially established the “China (Henan) Pilot Free Trade Zone ("B (" F5) H H & Z il 5
[#)”, leveraging Henan Province’s advantages in modern transportation and logistics
system to create a high-end service platform for the further opening up of China’s economy.
Please also see “Industry Overview” for further details.

We are the only city commercial bank directly administered by provincial government in Henan
Province. As of December 31, 2016, we ranked first among city commercial banks in Henan Province
in terms of the number of outlets in Henan Province. Since our establishment, we have benefited from
favorable policies issued by the Henan Government encouraging development of local financial
institutions, including, “Opinions on Accelerating the Development of Zhongyuan Bank (B i ik
R ERATE R E RL) )" collectively issued by various departments of Henan Province in 2015.
Leveraging the favorable policy environment and the extensive experience of our management team,
we have built our business with high conformance with the regional economy, thus creating strong
competitive edges over our industry peers. In particular, we have established a comprehensive
business network covering entire Henan Province with national reach, supported by advanced
information technology and sound risk management system. Furthermore, leveraging our deep
understanding of Henan Province’s economy, we have further penetrated into urban, county and rural
markets, providing customers with convenient and tailor-made financial products and services
embodying our advanced technological capabilities and business philosophy.

According to CBRC Henan Office, as of December 31, 2016, our market shares among all banks
in Henan Province in terms of total assets, total deposits, total loans to customers and operating
income as of and for the year ended 31 December 2016, were 6.1%, 4.8%, 4.3% and 5.5% respectively.

Led by our visionary and ambitious management team, we built up a highly effective
management structure and governance mechanism with reference to leading nationwide
joint-stock commercial banks in China, laying a solid foundation for our rapid business
development.

We believe the core competitiveness of our Bank rests upon the talents we retain and the
management system we adopt. Since our establishment, we took efforts in building up our talent
recruitment and cultivation system, organizational structure and management system with a reference
to the successful experience of leading nationwide joint-stock commercial banks in China, through
which we have successfully laid a solid foundation for our long-term sustainable development.

Members of our core management team were recruited through rigorous open-market selection,
and enjoy strong market recognition for their outstanding achievements, their insights into Henan
Province’s economy and rich first-hand experience in banking industry. Our Chairman, Mr. DOU
Rongxing, has extensive experience in the banking industry of which he had profound understanding.
He used to be a senior management member at China Merchants Bank and China CITIC Bank, as well
as Financial Services Office in Henan Government. Our president, Mr. WANG Jiong, has over 20 years
of work experience in the banking industry. He has served as senior management of China CITIC
Bank’s Haikou and Zhengzhou branches, China Guangfa Bank and China Construction Bank for many
years, through which he obtained in-depth understanding of banking business. Mr. DOU Rongxing was
recognized as the “Annual Henan Economic Leading Person (1] Fd Z8 375 4F B A#7)” in 2015 by Henan
Province Development and Reform Commission and other nine governmental departments, and Mr.
WANG Jiong was awarded the same recognition in 2016. We also adopted a modern board structure
at a very early stage of our development, focusing on the supervisory role of independent directors in
our business operations. Our independent non-executive director, Mr. JIA Tingyu, is primarily
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responsible for supervising and providing independent advice on our overall operations and
management. He has over 50 years of experience in banking operations and management and held
senior positions in charge of risk management in different banks and institutions in China, including
Hang Seng Bank (China) Limited and China CITIC Bank. Under the leadership of our core
management team, we have successfully built an enterprising bank culture, with a high degree of
professional competence and execution capability in our management teams and employees.

We designed our organization structure and management system to capture business
opportunities and cater for customer needs. We set up six business divisions in 2015, each focusing
on one specific industry sector or customer segment, namely, Healthcare Business Department,
Modern Agriculture Business Department, Auto Finance Center, Institutional Customer Department,
Real Estate Business Department, and Conglomerate Customer Department, through which we have
successfully secured a leading position in key sectors that drive continuous economic development in
Henan Province and China. For the year ended December 31, 2016, the total loans and total deposits
of our six business divisions increased by 73.0% and 44.0%, respectively as compared to 2015. In
addition, we established two business units in Beijing and Shanghai for financial products design and
development as well as technologies and policy research. This approach allows us to tap into local
talents and efficiently participate in strategically crucial innovative projects in PRC banking industry,
while obtaining latest technological information useful for business operations and risk management.

With the core value of being “prudent, innovative, enterprising and efficient (F&f& > fIf > #
B> ®%%)”, we have developed a culture of performance-oriented and fair competition. In selecting
department heads and working members, we recruit from the open market to locate candidates with
thorough understanding of regional economy, entrepreneurial spirit and advanced skill set, so that we
can ensure proper implementation of our development strategies in daily work. We strategically design
different internal training programs to equip our employees of different seniority and function
departments with the necessary skills and techniques, through which, we have cultivated a
professional talent pool that ensures our sustainable development. Please also see “— Employees”.

Based on our in-depth understanding of internet finance, we have become an industry pioneer in
product innovation through continuous investment in information technology.

We take “Technology Arms the Bank (F}4%37.47)” as a key development strategy. Since our
establishment, we invested in the development and application of advanced financial technology to
establish and maintain our competitiveness, in particular, technologies that are crucial to our business
operations and internal management. Capitalizing on our in-depth knowledge on customers’
preference for financial products and services in the Internet era, we have built up competitive edges
over our industry peers by promoting various products and services with strong technological
capabilities. In 2016, we were granted “Gold Reputation Financial Technology Security Award (% 1
i 4 Rl B} 5 % 22 48)” by the Modern Bankers and Hongru Financial Education Foundation (¥ 1% 4l
B H A ) in recognition of our achievements in providing technical support to our customers for
secure electronic transactions.

During our Reorganization, we adopted a visionary strategy for building an integrated
information technology system featuring stable and cost-efficient operations in supporting our
business decision-making and risk management. We have built up an integrated information
technology platform with advanced capabilities of applying big-data and cloud computing technology,
which allows us to efficiently collect, store, analyze and process vast amount of data in a short period
of time, so that we could achieve higher effectiveness in decision-making, real-time supervision and
management, secured data storage and migration. Please see “— Information Technology”. As a part
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of our strategy of “Internetization and Ruralization of Banking Services (L# ~4%%)”, we have
successfully utilized advanced technologies to allow our clients to conveniently access our services
and products through a broad range of terminals, including online banking, mobile banking and
WeChat banking. For the year ended December 31, 2016, the corporate banking customer transactions
and retail banking customer transactions processed through our electronic banking increased by 63.4%
and 64.7%, respectively, as compared to 2015, and accounted for 78.1% and 82.9% of the total number
of corporate banking customer transactions and retail banking customer transactions, respectively.

We actively participated in pioneering information technology research and development
programs in order to keep up with the latest technology trends in the PRC banking industry. In
December 2016, we became a member of “Financial Blockchain Shenzhen Consortium (484 %)”, with
the aim to research and explore methods of applying blockchain technology into daily banking
business operations, so as to more effectively collect, analyze, process and manage relevant data
thereby improving the convenience and security of financial services. Being a member of this
consortium allows us to gain access to the latest development in financial technology and adopt
practical research results in our business operations.

In addition, by targeting the market opportunities from customers’ growing reliance on online
transactions, we have developed a series of well-recognized products and services. In October 2016,
we launched “Yong Xu Dai (7K #£)” which allows borrowers to apply online and, upon approval, to
draw down the loans by installments at any time and on a revolving basis. In determining whether to
extend such loans, we generally receive online applications and utilize our advanced information
technology system to instantly review and analyze vast amount of data from public or third-party
proprietary database, and at the same time to efficiently identify eligible loan candidates, thus
improving efficiency of our business operations. Meanwhile, it substantially enhanced customer
experience by offering them convenient and comfortable interaction procedures. In recognition of our
achievements in terms of products innovation and our big-data analysis capabilities, we were granted
“The Outstanding Contribution Award for Product Innovation in Financial Industry in 2016 (20164F
JEE 4 AT SE R AR 28 B RK28)” by Financial Computerizing. In addition, we launched “Miao Dai
(FP#)” loan products in 2015, where every step can be completed online, from application submission
and review, loan disbursement to repayment.

Our corporate banking, retail banking and rural financial services highly accord with Henan
Province’s economy.

° Capitalizing on our leading market position and capacity of offering comprehensive products
and services, we have successfully established strong competitive edge in corporate banking
business.

As the only city commercial bank directly administered by provincial government in Henan
Province, we received strong support from the Henan Government in entering into strategic
cooperation agreements with local governments, allowing us to open designated accounts for fiscal
and social security funds, provide payroll and settlement services, participate in prominent projects,
including collection and payment services and debt securities underwriting for key state-owned
enterprises. As of the Latest Practicable Date, we entered into strategic cooperation agreements with
different governments in 17 cities and 10 counties directly administered by the provincial government,
enabling us to provide consultation and financial services for infrastructure construction projects,
local industrial restructuring and upgrading, implementation of agriculture modernization, reform and
innovation of rural financial service as well as development of small and micro enterprises.
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Capitalizing on our continuous efforts and investments in product innovation and consolidation
of inter-bank resources, we have established the market recognition of “investment banking +
transaction banking (L EER1T+3C 5 4R1T)” featuring strong capacity in offering comprehensive
financial products and services. In 2016, we, serving as the custodian bank, participated in issuance
of ABS programs of two well-recognized real estate developers in Henan Province, where the
securities were backed by property management fee receivables. In one of these two programs, we also
served as a financial advisor. During the Track Record Period, we successfully expanded our business
scope and obtained new permits and licenses for various new products and services, including foreign
exchange and international settlement. In addition, in March 2017, we became the only agency bank
to offer departure tax refund in Henan Province. We have also established long-term business relations
with many leading state-owned and private enterprises in Henan Province. As of December 31, 2016,
our corporate banking customers included 61 enterprises listed in “2016 Top 100 Manufacturing
Enterprises in Henan Province (& 20164 % H % T34 3)” recognized by Henan Government
and 47 out of all 74 public listed companies in Henan Province as of the same date, covering a broad
range of industries, including digital information, equipment manufacturing, automotive, food
processing, light industry and new materials industries.

In 2015 and 2016, we ranked first consecutively, in terms of corporate deposits growth rate in
Henan Province. According to CBRC Henan Office, we were the 6" largest bank in Henan Province
in terms of total RMB-denominated corporate deposits as of December 31, 2016, four places higher
than our ranking as of December 31, 2014. As of December 31, 2016, our market share of Henan
Province in terms of RMB-denominated corporate deposits amounted to 7.08%, rising from 4.59% as
of December 31, 2014.

° Through establishing a multi-layer customer service system and offering scenario-based
consumption financial services, we have successfully expanded our retail banking business.

As the only city commercial bank directly administered by provincial government in Henan
Province, we captured historical opportunities in enhancing our leading market position in local
market. Capitalizing on our business network covering entire Henan Province, we are committed to
becoming the “Citizens’ Bank (77 £ ##47)” in Henan Province. According to the PBoC, we ranked 2"¢
among all commercial banks in Henan Province in 2016 in terms of market share growth of personal
loans from 2015 to 2016. In addition, we invested in market research on different customer groups to
develop products with tailor-made specifications, resulting in a strong sales increase. According to
CBRC Henan Office, we ranked first among all commercial banks in Henan Province in terms of sale
volume of wealth management products issued by us for the year ended December 31, 2016, which
brings about a strong growth of the number of high- and mid-end customers. Furthermore, we offer
a broad range of agency services, including both household fees services such as utility,
communication and cable TV, bancassurance, and agency trading of precious metals.

In order to expand our retail banking business, we established a multi-layer customer service
system comprising branches, wealth management center and online channels. In order to promote
customer loyalty and our profitability, we, through internal coordination among various teams from
different departments, develop products that can effectively meet customers’ consumption needs in
daily life including real estate, automobile, education, medical and public transportation, which could
be accessed through online and offline terminals. In particular, we consider financial services based
on internet technology, a key to our future success, and invested in product innovation to build up a
retail banking products portfolio that could meet different online payment, investment and financing
needs, including “Yong Xu Dai (K HE)” and “Miao Dai (FME)”. As a result, we have successfully
improved the efficiency of client engagement and our competitiveness.
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° Through penetrating into rural markets, we established new profit growth for rural financial
services.

According to the PBoC, as of December 31, 2016, the amount of personal deposits from county
level or below accounted for approximately 55.9% of the total personal deposits in Henan Province,
demonstrating strong potential growth in market demand for quality financial services in the
corresponding area. As a part of our strategy of “Internetization and Ruralization of Banking Services
(L8 4F)”, we streamlined our management structure in relation to rural finance business and
invested in developing and marketing featured rural financial products and services, to capture
business opportunities arising from various strategic policies and plans issued by Henan Government
in encouraging the development of financial services in relation to modern agriculture and rural
infrastructure. To further penetrate our business into rural areas, improve market recognition of our
brand and customer loyalty, we began to set up convenience service stations in August 2016,
strategically placing our point of sales into locations where there used to be no convenient access to
basic financial services necessary for daily life. As of December 31, 2016, we had 806 convenience
service stations covering 17 cities and 82 counties in Henan Province. As of the Latest Practicable
Date, our rural financial service network comprised county-level and township-level sub-branches and
convenience service stations, complemented with our village and township banks, which, taken
together, constituted a comprehensive rural financial service system.

We continuously launched financial products to meet specific demands of rural residents. As of
December 31, 2016, we had issued approximately a total number of 64,011 “Zhongyuan Bank
Farmers-Benefiting Card (FJR4R47H 2 K)”. In February 2017, we entered into a cooperation
agreement with Bangladesh’s Grameen Bank, pursuant to which we planned to utilize Grameen Bank’s
successful experience in offering microcredit business to further expand our inclusive finance
operations in rural area with a view to further expand our sustainable micro loan business.

By offering diversified products, we have successfully achieved rapid expansion of financial
markets business and improved our profitability.

To successfully deal with challenges arising from interest rate liberalization, the “New Normal”
phase that China has entered into and the increased demands from customers for comprehensive
financial products and services, we took advantage of our long-term sound relationship with other
financial institutions to offer more diversified products and services and seek continuous profit growth
including investments in debt securities and interbank assets, structured finance as well as issuance
of wealth management products. As of December 31, 2016, our investments in debt securities and
Non-standard Credit Assets amounted to RMB182,972.1 million, increased from RMB36,588.8
million as of December 31, 2014, representing a CAGR of 123.6% from 2014 to 2016. The amount
of wealth management products issued by us for the year ended December 31, 2016 increased to
RMB75,612.2 million from RMB12,561.9 million for the year ended December 31, 2014, representing
a CAGR of 145.3% from 2014 to 2016.

Since our establishment, we strived to develop financial markets business by utilizing our
leading market position as the only city commercial bank directly administered by provincial
government in Henan Province, and have obtained licenses to conduct interbank borrowings, gold
transactions, fund sales and bancassurance. We became a primary member bank of the self-regulated
interest rate pricing association and membership bank of Shanghai Bills Exchange (i 229538 5 Jir).
In February 2016, we became a member of the underwriting syndicates of financial debt securities
issued by three policy banks, namely China Development Bank, Export-Import Bank of China and
Agricultural Development Bank of China. In recognition of our outstanding performance in interbank
domestic currency market, we were granted “The Best City Commercial Bank Award in terms of
Interbank Domestic Currency Market ($R17 [ 4<% 85 e 71 5 £ 4R1748)” in 2015 and “The
Outstanding Dealer in terms of Interbank Domestic Currency Market (#17 [H] 4 % i 355 48 552 ) i )
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in 2016 by China Foreign Exchange Trading System & National Inter-bank Funding Center. During the
Track Record Period, we have successfully promoted our “Heyday Fortune (%51 & )” series wealth
management products into a well-known brand name in Henan Province. In November 2016, we were
one of the first banks in Henan Province to launch “T+0” open-end wealth management products,
which has successfully satisfied relevant market demands. According to “Ranking of Personal Wealth
Management Capacity of PRC Bank (2016)” issued by PY Standard (% #i #£¥), a leading financial
data analysis company in China, we ranked first in all city commercial banks in Henan Province in
terms of personal wealth management service capacity.

We have successfully improved and maintained good asset quality through our prudent risk
management system with comprehensive enforcement.

Capitalizing on our prudent risk management system and proactive implementation of risk
management measures, we have managed to effectively improve and maintain our asset quality during
the Track Record Period. Since the establishment of our Bank, we systematically consolidated
respective risk management systems in each of the Thirteen City Commercial Banks, and migrated
their key data into our new system. We have successfully established an vertical integrated risk
management and internal control systems covering the entire Bank. Our prudent risk management can
be demonstrated in the following respects:

° We have introduced a risk management structure that clearly delineates responsibilities of
different positions and departments while ensuring effective check-and-balance
mechanism. The top-down supervision and management structure also allows our
headquarter to effectively control our branches and sub-branches. Our bank-wide risks are
under the centralized management of the Risk Management Department at our head office,
supported by various functional departments, each taking charge of one aspect of work in
relation to the risk management. Similar structures have been established at branches, so
that corresponding departments could work together under centralized management to
implement daily work which is strictly in accordance with the standards set forth in our
head office.

° Our head office dispatches chief risk officers to our branches, who oversee risk
management work at each of the branches and are not permitted to manage any business
department. They are required to report to directly the Chief Risk Officer at our head office,
and are working under supervision of our head office in relation to quality and results of
their work, so that we could effectively ensure independence of our vertical risk
management system while making timely solutions of relevant risks. We also established
mandatory rotation policies for chief risk officers to mitigate risks associated with conflict
of interest and implemented specialized evaluation system on these positions, through
which, we cultivated a team of experts with abundant experience and professional skills to
improve our risk management work.

° We actively introduce advanced technologies in order to improve the efficiency and
effectiveness of our risk management in light of challenges brought up by clients being
increasingly inclined to use Internet-based financial products and services. By utilizing
big-data technologies, we have successfully improved efficiency and accuracy of our
pre-loan investigation, approval and post-loan disbursement management work, resulting in
optimized client experience in our financial products and services and thus enhance our
competitiveness over our industry peers.

— 175 —



BUSINESS

In addition, we endeavor to deal with risks associated with business undertaken by the Thirteen
City Commercial Banks prior to the Reorganization and have continuously improved our asset quality
during the Track Record Period. We strived to optimize loan portfolios by focusing on our
development of industries relating to modern services, new information technology, modern
agriculture and transportation and limit our credit exposure to high-risk sectors such as steel, cement,
flat glass, electrolytic aluminum and photovoltaic. By virtue of our prudent risk management system,
we have successfully improved our asset quality while rapidly expanding our business since
establishment of our Bank. As of December 31, 2014, 2015 and 2016, our total loans to customers
increased from RMB111,132.8 million to RMB139,599.5 million and further increased to
RMB164,888.5 million, while our NPL ratio amounted to 1.92%, 1.95% and 1.86%, respectively, as
of the same dates. Our NPL ratio as of December 31, 2014, 2015 and 2016 was higher than the industry
average as of the same dates mainly because during the Reorganization we inherited from the Thirteen
City Commercial Banks certain assets and customers of unsatisfying quality. After the Reorganization,
the Bank has continuously made efforts to recover existing non-performing loans, strengthen risk
management measures, and develop quality customers with good credit records. However, the decrease
in the non-performing corporate loan ratio was offset by higher non-performing personal loan ratio as
a result of deteriorated financial condition and repayment abilities of certain individual business
during the slowdown of the PRC economy. As of December 31, 2014, 2015 and 2016, our allowance
coverage ratio amounted to 219.32%, 210.48%, 207.09%, respectively, while our allowance to loan
ratio was 4.21%, 4.10% and 3.85%, respectively, as of the same dates.

OUR DEVELOPMENT STRATEGIES

Our vision is to become a leading commercial bank in China. In line with our development
strategies of “offering featured products in traditional banking business, accomplishing break-through
by innovation and taking first-mover advantage in developing future business (5 4% S BAE #r , AlH
R R, RAEHKEIT)”, we intend to further enhance our risk management and internal
control systems, and continue to develop efficient, convenient and innovative financial services that
cater to different customers’ needs while keep on expanding the scope of our products and services,
so that we can further enhance and promote market recognition of our brand name.

We plan to realize this vision through implementing the following measures:

In line with our strategy of “rooted in Henan with country-wide radiation CR# AR » EH 2
El)”, we intend to further enhance our leading market position in Henan Province while
observing opportunities to expand our business scope.

Leveraging historical opportunity and the expected further development of Henan Province’s
economy as a result of multiple favorable policies, including the core national strategies, such as
“Henan Grain Production Core Region (V7 Fdfg & /EEZ [&)”, “Central Plains Economic Zone
(R £8P @), “Zhengzhou Airport Economic Experimental Zone (35 T 22 5 £8 5 45 & 5l B 1) and
“China (Henan) Pilot Free Trade Zone ('E(®)H H ¥ % #lBil@)”, we intend to enhance our
leading market position in this region by taking advantage of the development trend of local economy.
In particular, we plan to:

° improve profitability through enhancing services for industries of strong growth potential
based on studies on global and regional economy, including modern agriculture, healthcare
and logistics. For instance, we intend to (i) establish a rural finance supply chain where we
can offer tailor-made products based on customers’ specific needs at different stages of
production cycle including various market players in the agriculture sector; (ii) take
advantage of the national healthcare development strategies and medical service system
reform, to develop financial services designed to meet specific demands of healthcare
industry and strengthen the cooperative relationship with hospitals, pharmaceutical
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enterprises and geracomium and extended care institutions. We also intend to launch
different types of products and services that cater to medical industry with a focus on large
public hospitals in Henan Province; (iii) further develop services for logistics and
transportation industry to capture opportunities arising from expected strong growth of
these sectors as Henan Province plays an ever increasingly important role in “One Belt, One
Road (—#—#%)” national initiative;

° optimize the layout of our business network and capitalize on our existing network
coverage, thereby we could vigorously improve the function of our sales and marketing
channel as well as achieve efficient management of and supervision over different outlets,
so that we can enhance our competitiveness in the existing market while expanding into
new regions. We plan to (i) establish a distribution network with clear delineation of city
and county areas, where we will optimize the layout of business channel comprising
branches and outlets of different administration levels; and (ii) promote integration of
online and offline sales channels to enhance client experience and create different scenes
focusing on specific needs of different target customer groups, so as to standardize
management of our outlets and thus improve our profitability.

In line with our strategy of “offering featured products in traditional banking business (E#t 3
45 )7, we intend to build a well-recognized brand name associated with quality products
and services

By further enhancing competitiveness of different business arms and taking active measures to
improve cost-efficiency and profitability, we could make our brand name well-recognized in the
market.

° For corporate banking, (i) we intend to make full use of our unique advantage as the only
city commercial bank directly administered by provincial government in Henan Province
and our long-term cooperative relationship with the local government that can be traced
back to the businesses undertaken by the Thirteen City Commercial Banks before our
establishment. We plan to actively strengthen our business cooperation with government
agencies and their subordinate enterprises and institutions, through obtaining agent
qualifications to conduct various public projects, including developing collection and
settlement systems in relation to fiscal and social security funds, and participating in
government infrastructure projects or debt securities underwriting; (ii) we intend to further
deepen our business relationship with different enterprises to better explore and capture
business opportunities. In respect of large enterprises, we will focus on offering products
tailored to each enterprise’s specific demand. For medium and small enterprises, our focus
is delivering standardized and/or innovative online products and services. Industry wise, we
intend to look into enterprises with operations in line with pillar industries in Henan
Province or with strategic importance to PRC economy, such as modern agriculture,
healthcare, education, real estate, tourism, science and technology information and (iii) we
will continue to develop and promote a variety of business systems in order to improve our
information technology capabilities, streamline business processes, enhance customer
loyalty and optimize the income structure. We plan to continue to develop and promote our
online bill payment platform, “e Travel” WeChat platform, supply chain finance system, the
use of big-data technology to develop small micro-business’s online business system.
Through the above measures, we are dedicated to building our reputation as a bank capable
of offering comprehensive financial solutions for different industries.
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° For retail banking, we intend to (i) provide tailor-made products and services designed to
meet specific need of each of the four different customer groups that we have categorized
based on various criteria in order to enhance customer loyalty and improve profitability. For
details on these four categories, namely, ordinary customers, valuable customers, wealth
customers and private banking customers, please see “— Retail Banking Business — Retail
Banking Customer Base”; (ii) continue exploring potential market demand for our retail
banking business and improve brand-recognition among our high- and mid-end customers,
so that we can further improve profitability; (iii) take advantage of our leading market
position in personal loan products, such as “Yong Xu Dai (K& &), “Miao Dai (7 &)” and
automobile loans so as to further increase our market share; and (iv) continue upgrading the
core technology utilized by “Yong Xu Dai (7K##)” to enhance market awareness of this
series and in the same time improving our customer loyalty.

° For rural financial services, we intend to further optimize distribution network and
organization structure, in line with our strategy of “Internetization and Ruralization of
Banking Services (_#9 N 4)”. We plan to expand both online channels and offline outlets
to build a three-layer business network structure by laying outlets in counties, placing
self-service banking facilities in townships, building convenience service stations in
villages. Through introducing innovative products and services, we aim to continuously
enhance our competitiveness and market influence in rural areas.

° For financial markets business, we intend to optimize our investment portfolio in debts,
bills and equity assets, improve our research and trading capabilities with a focus on debt
related business featured in active market presence, strong influence and well-recognized
brand name.

In line with our strategy of “accomplishing break-through by innovation (2|37 ¥ 2 5)”, we
intend to develop comprehensive financial products and services to meet demands of specific
target customer groups, so as to improve our profitability.

We intend to promote our brand as a transaction bank capable of offering comprehensive
financial services. We will focus on developing businesses that could effectively integrate with ease
into services under corporate banking, investment banking and financial markets business so as to
enable us to explore different innovative business models permitted by PRC laws and regulations.

Following our marketing strategy and customer base that accord with Henan Province’s
economy, we intend to vigorously promote the development of our investment banking and transaction
banking business, so that, we could (i) propel the further development of our business through
capturing financing and settlement demands of clients and delivering comprehensive services featured
in “transaction banking + investment banking + internet (3¢ 5 817+ & RAT+ H B 49)”; (ii) improve
and , in the meantime, benefit from integrated growth of real economy and financial industry, as well
as (iii) continuously enhance the quality of our foreign exchange business for PRC enterprises seeking
overseas opportunities. While focusing on providing fiscal services that we believe to be the key
driving force to develop corporate banking business, we plan to undertake “Internet + Innovative
Electronic Products (ELHt4d + BIH & 1L E M) service model, place corporate banking business
online, and further improve our capabilities in serving institutional customers so as to secure a stable
source of deposits.

We further intend to enhance our multi-layer operation system serving corporate clients, by
optimizing organization structure, complementing service portfolio, improving product innovation and
promoting “supply side reform (f:45 12X #)” in relation to our product development. We will focus
on identifying clients’ demands, making timely solution to problems our clients may encounter and
improving client satisfaction. We intend to position ourselves as a bank capable of offering large and
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medium enterprise customers with innovative financial products featuring investment banking and
transaction banking business, while offering small clients with tailor-made and online services. We
also intend to develop asset-light corporate banking business model to actively deal with challenges
from interest rate marketization, financial disintermediation and internet finance. In addition, we plan
to promote product innovation, further expand precious metal, foreign exchange and derivative
businesses. We also intend to actively expand our product portfolio of interbank business and asset
management business. We intend to leverage product innovation in order to penetrate into new market
and enhance new profit source.

In line with our strategy of “taking first-mover advantage in developing future business (KRR %
& R4E%)”, we intend to further strengthen our IT capabilities to be better positioned as a “Bank
of Future (R2R#R47)” in dealing with future challenges.

We plan to transform our Bank into a “smart bank (¥ Z£4R817)” where we can rely on advanced
technologies, particularly big-data and cloud computing technologies to improve cost-efficiency of
our business operations. We intend to enhance our technological capabilies in internet finance, in
particular, to (i) effectively utilize big-data technology to enhance our capacity in designing and
offering tailor-made financial products for target customers; (ii) establish technology management
system emphasizing on efficiency and innovation to seamlessly implant advanced technologies into
our daily management; (iii) further develop our online channels, construct service platforms for
product portfolios and actively engage third party technology companies to improve client experience;
(iv) continue investing in big-data utilization to improve precision marketing, risk management and
business operations; use cloud computing technology to optimize allocation flexibility and
cost-efficiency of IT resources; advance biometrics authentication technologies to improve our risk
management capability, business operation efficiency and client experience; (v) enhance security of
information and improve IT risk management system; (vi) deepen our cooperation with financial
institutions to explore innovative offline and online business model that could satisfy requirements
from both asset and liability sides, so that we could be well-positioned to take leading positions in the
future.

We also intend to improve the way we delineate responsibilities among business departments and
the information technology department during the products development, so that we can better
streamline the process, enhance evaluation mechanism and improve upgrading progress. We will
implement delicate information technology financial management and assist our information
technology department to more accurately set a direction for our systems progression. In terms of
product launch, we plan to strategically focus on the mobile finance and online supply chain finance
business. To become a “Citizens’ Bank”, we will emphasize on launching more products and services
that meet our customers’ needs in settlement and wealth management.

Strengthen and improve corporate governance, and optimize organizational structure with
market-oriented philosophy.

We will keep investing in establishing a modern commercial bank governance structure to ensure
smooth implementation of our development strategies. In line with our business concept of being
customer-oriented, we intend to further improve our flat management structure, vertical supervision
system and professional ethics in delivering services. In this way, we aim to enhance our structure
which consists of front offices offering comprehensive products, middle offices strictly supervising
quality and risk management measures and back offices serving effective and capable supporting
roles. We intend to optimize allocation of responsibilities across all levels, emphasizing vertical
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management and efficient process. In particular, we will improve the head office’s capacity in decision
making, managing and monitoring operations of our branches and sub-branches, and thus improving
overall management and execution efficiency.

Guided by our strategy of “Talents Bloom the Bank (AA¥L17)” we plan to adhere to the
“people-oriented, performance-oriented (PAAZA » FEAE[M])” concept in building a human
resources management mechanism so that we are more capable of mobilizing and motivating talents’
potential. In determining remuneration, we intend to keep emphasizing performance-oriented concept,
so that we can retain and recruit competent talents.

Continuously enhance the risk control system to improve asset quality.

We plan to keep upgrading our risk management system and our related policies to ensure quick
identification of risks and proper assessment of provisions that correlate with our business nature,
scope, complexity and risk tolerance preference. In addition, we manage to meet the regulatory
requirements, properly cover major risk categories, and guarantee continuity, stability and adaptability
of our risk management system. We intend to utilize advanced technologies to improve our capacity
for identifying, monitoring, reporting and mitigating risks associated with our daily operations and
banking industry as a whole. We will actively cultivate our compliance culture, adhere to the
management ideas of stable operation, and strictly comply with laws so that our employees are
mindful of ensuring the Bank’s compliance with regulation requirements, strictly abiding by
professional ethics and properly executing our internal policies.

OUR PRINCIPAL BUSINESS ACTIVITIES

Our principal lines of businesses include corporate banking, retail banking, and our financial
markets business. The following table sets forth our operating income by segments for the periods
indicated.

For the year ended December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Corporate banking.... 6,266.6 65.8% 6,625.8 60.0% 7,261.1 61.5%
Retail banking...........ccoovieiiiiiiiinnn.. 2,021.1 21.2% 2,538.4 23.0% 2,768.0 23.5%
Financial markets business"........... 1,076.3 11.3% 1,668.6 15.1% 1,563.6 13.2%
Others™ ..o 156.0 1.7% 217.5 1.9% 211.0 1.8%
Total™ ...l 9,520.0 100.0 % 11,050.3 100.0 % 11,803.7 100.0 %

Notes:

(1)  Consists primarily of money market transactions, investment business, wealth management, debt securities underwriting
and distribution, and bill discounting and rediscounting.

(2)  Consists primarily of income that is not directly attributable to any specific segment.

(3)  Our operating income from these segments represents the net interest income derived solely from the respective lines of
business, which is further added/deducted by net fee and commission income/(expense), net trading gains/(losses), net
gains/(losses) arising from investment securities or other operating income/(expense), as applicable, attributable to the
respective lines of business. As a result, the operating income set forth in this table is different from the income from
our investment business set forth in the tables on page 198 of this prospectus.
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Corporate Banking
Overview

We offer corporate banking customers a broad array of products and services to support their
business needs, including corporate loans, corporate deposits, discounted bills, transaction banking
services, investment banking services and other fee- and commission-based products and services. Our
corporate banking customers primarily include government agencies and public institutions,
state-owned enterprises, private enterprises, and foreign-invested enterprises. Corporate banking is
one of our main sources of operating income and operating profit. Our corporate banking business has
grown steadily in recent years. For the years ended December 31, 2014, 2015, and 2016, operating
income from our corporate banking business was RMB6,266.6 million, RMB6,625.8 million and
RMB7,261.1 million, respectively, accounting for 65.8%, 60.0% and 61.5% of our total operating
income, respectively. As of December 31, 2016, we had 8,314 corporate loan customers with total
corporate loans of RMB110,633.0 million and 159,131 corporate deposit customers with total deposits
of RMB141,832.9 million. Our corporate loans increased from RMB71,329.8 million as of December
31, 2014, to RMB110,633.0 million as of December 31, 2016. Our corporate deposits increased
significantly from RMB82,900.5 million as of December 31, 2014 to RMB141,832.9 million as of
December 31, 2016.

Corporate Loans

The majority of our corporate loan customers are enterprises incorporated or otherwise have their
primary operations in Henan Province. Corporate loans have been the largest component of our loan
portfolio during the Track Record Period, most of which are RMB-denominated loans. As of December
31, 2014, 2015 and 2016, our corporate loans amounted to RMB71,329.8 million, RMB99,261.4
million, and RMB110,633.0 million, respectively, accounting for 64.2%, 71.1% and 67.1%,
respectively, of our total loans to customers as of the same dates.

Distribution of Corporate Loans by Product Type

We provide our corporate banking customers with a variety of loan products, including working
capital loans, fixed asset loans and trade finance loans. The following table sets forth our corporate
loans by product type as of the dates indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Working capital loans ..................... 64,394.0 90.3% 86,709.4 87.4% 96,416.0 87.1%
Fixed asset loans ..............cccoueennnen. 6,483.1 9.1% 10,830.1 10.9% 13,032.3 11.8%
Trade finance loans......................... — — 10.0 — 219.7 0.2%
Others™") ..o 452.7 0.6% 1,711.9 1.7% 965.0 0.9%
Total corporate loans .................... 71,329.8 100.0 % 99,261.4 100.0 % 110,633.0 100.0 %
Note:

(1)  Consist primarily of advances under bank acceptances.
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Distribution of Corporate Loans by Maturity

In terms of loan maturity, our corporate loans comprise short-term loans and advances, medium-
and long-term loans. The following table sets forth our corporate loans by maturity as of the dates

indicated.
As of December 31,
2014 2015 2016
Amount % of total Amount % of total Amount % of total
(in millions of RMB, except percentages)

Short-term loans and advances"..... 61,145.2 85.7% 81,210.3 81.8% 87,314.3 78.9%
Medium- and long-term loans® ...... 10,184.6 14.3% 18,051.1 18.2% 23,318.7 21.1%
Total corporate loans ................... 71,329.8 100.0 % 99,261.4 100.0 % 110,633.0 100.0 %
Notes:

(1) Consist of loans with maturity of one year or less and advances.

(2)  Consist of loans with maturity of more than one year.
Short-term Loans and Advances

Under the General Rules of Loans of the PBoC, short-term loans are loans with maturity of one
year or less. As of December 31, 2014, 2015 and 2016, our short-term loans and advances were
RMB61,145.2 million, RMB81,210.3 million and RMB87,314.3 million, respectively, accounting for
85.7%, 81.8%, and 78.9%, respectively, of our total corporate loans as of the same dates.

Medium- and Long-term Loans

Under the General Rules of Loans of the PBoC, medium- and long-term loans are loans which
mature in more than one year. As of December 31, 2014, 2015 and 2016, our medium- and long-term
loans were RMB10,184.6 million, RMB18,051.1 million and RMB23,318.7 million, respectively,
accounting for 14.3%, 18.2%, and 21.1%, respectively, of our total corporate loans as of the same
dates.

Distribution of Corporate Loans by Customer Types

We provide differentiated loan products and services to our loan customers of various categories
and sizes. Our corporate loan customers primarily include state-owned enterprises and
privately-owned enterprises, engaging in a broad range of industries primarily including
manufacturing, wholesale and retail, real estate, construction, as well as leasing and business services.
For details of the distribution of our corporate loans by industry categories, please see “Assets and
Liabilities — Assets — Loans and Advances to Customers — Distribution of Corporate Loans by
Industry.”
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The following table sets forth our corporate loans by size of corporate banking customers as of
the dates indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Large enterprises'" ..........c..coeeei. 1,996.7 2.8% 7,845.0 7.9% 12,242.8 11.1%
Medium enterprisesm ...................... 23,531.8 33.0% 24.841.4 25.0% 18,082.3 16.3%
Small and micro enterprises(])... 43,299.2 60.7% 61,448.2 61.9% 74,745.2 67.6%
Others® ..o 2,502.1 3.5% 5,126.8 5.2% 5,562.7 5.0%
Total corporate loans .................... 71,329.8 100.0 % 99,261.4 100.0 % 110,633.0 100.0 %

Notes:

(1)  The classification criteria for large, medium, small and micro enterprises are based on the number of their employees,
operating income and total assets stated in the Classification Standards of Small and Medium Enterprises. Please see
“Definitions”.

(2)  Primarily includes loans to public institutions, such as hospitals and schools.
Loans to Large and Medium Enterprises

Large and medium enterprises are our important customers. We provide comprehensive loan
products to assist them in meeting their financial needs, including working capital loans, fixed assets
loans and trade finance loans. Our customers include state-owned private enterprises with leading
market position in Henan Province, covering a wide range of industries. For details of our large and
medium enterprise customers, please also see “— Corporate Banking Customer Base”.

As of December 31, 2014, 2015 and 2016, our loans to large and medium enterprises amounted
to RMB25,528.5 million, RMB32,686.4 million, and RMB30,325.1 million, respectively, accounting
for 35.8%, 32.9% and 27.4%, respectively, of our total corporate loans as of the same dates.

Loans to Small and Micro Enterprises

Aiming to better serve our small and micro enterprise customers and to develop our financial
services brand, we are committed to offering professional, tailor-made and efficient financing
solutions and services to meet their financing needs. During the Track Record Period, our small and
micro enterprise loan customers were engaged in a wide range of industries, primarily including
manufacturing, wholesale and retail, services and education. As of December 31, 2014, 2015 and
2016, our loans to small and micro enterprises amounted to RMB43,299.2 million, RMB61,448.2
million and RMB74,745.2 million, respectively, accounting for 60.7%, 61.9% and 67.6% of our total
corporate loans, respectively, as of the same dates.

Leveraging our deep understanding of the local economy and local market trends in Henan
Province, we have successfully launched a number of products and services with innovative features
that had strong market reception. For instance, our “Tea Aroma (7% fill)” joint-guaranteed loan was
developed to target tea wholesalers in Xinyang, a city in southeastern Henan Province, where tea
production accounts for a significant part of local economy. To cater to local tea wholesalers’
financing needs, the micro loans department in our Xinyang branch cooperated with an industry
association, through which about 100 tea wholesalers with sound credit history were selected to whom
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we granted loans. In addition, these tea wholesalers formed multiple joint-guaranteed groups, in which
each individual borrowers will be jointly and severally liable for whole credit limit of entitle group.
To further mitigate the risk, borrowers are required to buy insurance and appoint our Xinyang branch
as the first beneficiary. The maximum loan amount we can grant is RMB3.0 million with maturities
ranging from three months to one year. This loan product was awarded the “Top Ten Outstanding
Innovative Loan Products to Small and Micro Enterprises in 2013” (IR¥ES/Mu 43 I = B B+ 1E
&l AT ZE 5h ) by the Henan Province Banking Association. As of December 31, 2016, the total
amount of loans under this “Tea Aroma (s fil)” category was RMB25.2 million.

Bill Discounting

Bill discounting refers to our purchase of bank acceptance bills and commercial acceptance bills
with a remaining maturity of one year or less at a discount from our corporate banking customers. Bill
discounting provides short-term financing to our corporate banking customers. As of December 31,
2014, 2015, and 2016, our discounted bills amounted to RMB15,587.6 million, RMB11,965.0 million
and RMB9,595.7 million, respectively, accounting for 14.0%, 8.6% and 5.8%, respectively, of our
total loans to customers as of the same dates.

Corporate Deposits

We offer our corporate banking customers time and demand deposits in RMB and major foreign
currencies, including USD, HK dollar, British Pound, and Euro. We provide RMB-denominated time
deposits with maturities ranging from one month to five years to our corporate banking customers. We
offer deposits products with different terms on interests rate and tenor to capture the demands of
various target customer groups. The table below sets forth our corporate deposits by product type as
of the dates indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Demand depositS..........ccccceeeeeeniiin. 53,282.0 64.3% 66,857.0 58.5% 96,176.0 67.8%
Time deposits.......ccooeeiiiiiiiiiiiniiiii. 29,618.5 35.7% 47,437.7 41.5% 45,656.9 32.2%
Total corporate deposits................ 82,900.5 100.0 % 114,294.7 100.0 % 141,832.9 100.0 %

Our corporate deposit customers primarily include fiscal and government agencies, public
institutions, state-owned enterprises, private enterprises and foreign-invested enterprises. As of
December 31, 2014, 2015 and 2016, the number of our corporate deposit customers were 118,661,
145,228, and 159,131, respectively, with total corporate deposits amounting to RMB82,900.5 million,
RMB114,294.7 million and RMB141,832.9 million, respectively, accounting for 50.4%, 55.7%, and
57.8% of our total deposits from customers, respectively, as of the same dates.

Transaction Banking

In managing our transaction banking business, we offer cash management services, supply chain
finance services, trade finance services and settlement services. We consider these services as our key
competitive edges, which we believe allow us to leverage our broad geographic coverage, advanced
technology capacities and long-term relationship with strategic customers to capture business
opportunities from the dynamic economic development in Henan Province as well as in PRC.
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Cash Management Services

We provide integrated cash management services to our corporate banking customers to assist
them in managing their cash flows, including account management, collection and payment
management, liquidity management, bills management, and investment and financing services. We
believe that our cash management services are able to assist our corporate banking customers to reduce
their financial costs, increase capital gains, optimize the structure of assets and liabilities, and achieve
a balance between liquidity and profitability. We had already provided cash management services to
large enterprise, government departments and public institutions. As of December 31, 2016, we had
241 cash management customers. For the year ended December 31, 2016, the total transaction volume
amounted to RMB184,053.3 million.

In February 2017, we established “Bills Pool” where we place bill instruments of relevant
customers into a “pool”, so as to generate credit or financing limits for such customers and provide
comprehensive financial services, including bill information queries, entrusted collection of payment
and bills pledge and credit extension, through which our corporate banking customers are able to
improve their bills management, lower their financing costs, increase their assets liquidity and
mitigate bills management-related risks. We believe that by providing this service, we are able to
attract corporate banking customers to utilize our system to manage their cash flow and increase their
reliance on our services, particularly those large corporate banking customers who demand constant
or large volume of bill settlement services.

Supply Chain Finance

We also provide supply chain finance to the upstream suppliers and downstream customers of our
core enterprise customers so as to meet their financing needs. We have developed a customer-centric
products and services system to better meet their various financing needs, which consists of accounts
receivables financing (such as order financing, domestic factoring, loans pledged by receivables and
lease factoring) as well as prepayment financing. In September 2016, to better enhance user
experience, we started to offer supply chain financing services online, which enables our customers
to conveniently access our services.

Trade Finance

We started our trade finance business in 2015. We provide trade finance services to customers
engaging in both domestic and international trading. To better facilitate trading activities for our
corporate banking customers, we group our trade finance products into four categories, each of which
is designed to address specific demands that may arise from different stages of a transaction, details
of which are set forth below:

Categories Products
(1) Financial products and services designed for Export bill advance under letters of credit,
export trading export discounting under letters of credit,

forfeiting and export bill advance under
documentary collection;

(ii)  Financial products and services designed for Import letters of credit, import payments,
import trading import collection and import bill advance
under letters of credit;
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Categories Products

(iii)  Financial products and services designed for Financing and non-financing domestic letters
domestic trading of guarantee and domestic letters of credit
(including packing loans, buyer’s and seller’s
financing, negotiation and forfeiting);

(iv)  Financial products and services designed for Cross-border guarantees, including financing
cross-border transactions and non-financing cross-border guarantees.

Our trade finance service customers came from a wide range of industries, including nonferrous
metals industry, wholesale and retail industry, construction, and food processing industry. The
transaction volume of our trade finance services amounted to approximately RMB255.0 million and
RMB2,003.6 million, for the years ended December 31, 2015 and 2016, respectively.

Settlement Services
We offer our corporate banking customers both domestic and international settlement services.

° Domestic settlement. Our domestic settlement products and services primarily include
settlement effected through bank and commercial acceptance, letters of credit, collection
and telegraphic transfer.

o International settlement. We obtained the qualification to operate international banking
business in November 2015 and commenced, and offered our international settlement
services in April 2016 for both our corporate and retail banking customers, which primarily
include inbound and outbound remittances, export documentary collection, import and
export letters of credit. As of December 31, 2016, we had business relationship with a total
number of 171 corporate banking customers, and for the year ended December 31, 2016 our
international settlement transaction volume amounted to USD91.1 million. As of the Latest
Practicable Date, we had established cooperation relationship with 91 overseas banks
covering settlement services for major international currencies, including USD, Euro,
Japanese Yen, HKD, British Pound, Australian Dollar, Canadian Dollar and Singapore
Dollar. In March 2017, we became the exclusive agency bank to offer departure tax refund
to overseas visitors in Henan Province.

Investment Banking

During the Track Record Period, we steadily expanded products portfolio of our investment
banking business and devoted efforts in the recruiting and training of qualified employees with
relevant expertise. Our investment banking services include financial advisory and consulting and
structured finance.

Financial Advisory and Consulting

Our financial advisory and consulting services primarily provide high-quality corporate banking
customers with enterprise restructuring, mergers and acquisitions, asset securitization, as well as
capital and financing operations services. In addition, we also proactively participate in projects of
strategic value in terms of product innovation and customer development. For instance, in 2016, we,
serving as the custodian bank, participated in the issuance of ABS programs of two well-recognized
real estate developers in Henan Province where the securities were backed by property management
fee receivables. In one of these two ABS programs, we also served as a financial advisor. Relying on
our all-round consulting services in project marketing, intermediary selection, project design,
regulatory communication, issuance and sales, we helped the clients improve their capital utilization
rate.
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Capitalizing on our well-established relationship with local governments and to further tap into
dynamic economic activities across Henan Province, we focus on identifying and capturing business
opportunities arising from cooperation with local governments. As of the Latest Practicable Date, we
entered into strategic cooperation agreements with different governments covering 17 cities and 10
counties directly administered by Henan Government, which allows us to fully participate in,
especially providing professional financial advice and carrying out comprehensive financial services,
for local government-led financial projects, including infrastructure construction, industrial
restructuring and upgrading, implementation of agriculture modernization, reform and innovation of
rural financial service as well as development of small and micro enterprises. We believe that such
strategic cooperation exposes us to a broader base of customer group.

Structured Finance

Our investment banking business also provides structured finance services, where we offer
entrusted loans and provide financing through investments in debt securities and Non-standard Credit
Assets. We have built up stable and long-term cooperative relationship with our structured finance
corporate banking customers who are engaged in a wide range of industries, including commerce
services, real estate, manufacturing, construction and transportation. For the years ended December
31, 2014, 2015 and 2016, our investment made through structured finance services to our corporate
banking customers amounted to RMB20,656.0 million, RMB21,854.8 million and RMB36,539.3
million, respectively. For details, please also see “— Financial Markets Business — Investment
Business”.

Other Fee- and Commission-Based Corporate Banking Products and Services

We provide our corporate banking customers with fee- and commission-based products and
services, primarily including corporate wealth management services, guarantee services and entrusted
loans services.

Corporate Wealth Management Services

We provide differentiated wealth management products with flexible terms and yields based on
customers’ needs and risk tolerance. Our corporate wealth management products mainly consist of
principal protected and non-principal protected products with floating yields. Since August 2015, we
started to issue corporate wealth management products under the brand of “Heyday Fortunes
(S BEWEE ). This series offers both principal protected and non-principal protected products. For the
years ended December 31, 2015 and 2016, the total sales volume of wealth management products to
corporate banking customers amounted to RMB1,133.0 million and RMB4,896.0 million, respectively.
As of December 31, 2016, the balance of our wealth management products sold to corporate banking
customers amounted to RMB2,601.0 million. For the year ended December 31, 2016, the expected
yield of our corporate wealth management products under the “Heyday Fortunes (4#8:81 %) series
ranged from 2.8% to 4.0%.

Guarantee Services

We provide our corporate banking customers with various non-financing guarantee services, in
the form of bid guarantees, contract performance guarantees, prepayment guarantees, quality and
maintenance guarantees, within-one-year payment guarantees and other non-financing guarantees.

Entrusted Loans

We extend entrusted loans to borrowers on behalf of our corporate banking customers according
to their lending purpose, amount, term, and interest rate. We monitor the loan utilization and assist
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with the collection of loans for our corporate banking customers who, being the principals, assume the
default risk of the loans, while we receive agency fees determined based on the entrusted loans
amount.

Corporate Banking Customer Base

Our corporate banking customers are mainly from (i) manufacturing industry, (ii) wholesale and
retail industry, (iii) construction industry, (iv) real estate industry, and (v) agriculture, forestry, animal
husbandry and fisheries. As of December 31, 2016, our loans to customers in these industries
accounted for 30.6%, 19.4%, 9.0%, 8.7% and 4.9%, respectively, of our total corporate loans as of the
same dates. Please see “Assets and Liabilities — Assets — Loans and Advances to Customers —
Corporate Loans — Distribution of Corporate Loans by Industry”. As of December 31, 2016, we had
8,314 corporate loan customers and 159,131 corporate deposits customers.

Large corporate enterprises have been our important strategic customers. We established a
Conglomerate Customer Department (£ [ % 7 i) at our head office, which is in charge of marketing,
exploring potential business opportunities, and executing customized business solutions for large
corporate enterprise customers, particularly those strategic customers that we listed in our “Core
Customer List (% #4845 )”. As of the Latest Practicable Date, we have established stable business
relationship with a number of leading state-owned and private enterprises in Henan Province.

In addition to our strong relationships with large corporate enterprises, we have also proactively
and effectively developed a number of loyal medium enterprises as well as small and micro enterprises
to expand our corporate banking customer base. In 2016, we entered into strategic cooperation
agreement with Henan Provincial Science and Technology Department and became the first batch of
banks to extend “Science and Technology Loans (F}[4%#)” to medium and small enterprises focusing
on technology innovation, which aims to encourage their sustainable growth and long-term expansion.
In the same year, we launched the “One Out of A Hundred (A ##k— 5t #)” project, where we selected
from a large pool of candidate enterprises, approximately 50 medium and small enterprises or
technological innovative-based enterprises with strong potential growth to offer these selected
enterprises tailor-made financial services, including granting different types of loan products to meet
their specific financing demands, offering financial consultation and other value-added services. We
have built up a team which consists of professional advisors and consultants with abundant experience
in the relevant industry sectors, through whom, our selected enterprises in the project will be able to
keep up with the latest industry trends, adopt suitable business models accordingly and thereby better
cope with the ever increasing challenges in their respective industry.

Besides enterprises customers, we established Institutional Customer Department (H1# 35 3£0)
at our head office in order to strengthen our strategic cooperation with institutional customers,
including government agencies, public institutions such as public hospitals and universities.

Retail Banking
Overview

We provide our retail banking customers with a wide range of products and services, including
personal loans, personal deposits, bank cards, and various fee- and commission-based products and
services. For the years ended December 31, 2014, 2015, and 2016, operating income from our retail
banking business amounted to RMB2,021.1 million, RMB2,538.4 million and RMB2,768.0 million,
respectively, accounting for 21.2%, 23.0%, and 23.5%, respectively, of our total operating income for
the same periods. For the year ended December 31, 2016, our retail banking incurred loss before tax
of RMB49.9 million primarily because we significantly increased the allowance for impairment losses
for our personal loans in accordance with our prudent risk management policies. Personal business
loans had historically accounted for a significant portion of our total personal loans, which were
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mainly extended to business owners operating in industries sensitive to business cycles fluctuations.
The recent slowdown of economic growth in China has resulted in operating difficulties of these
personal business owners, which thereby brought about a decrease in credit quality of our related loans
and an increase in our allowance for impairment losses correspondingly. However, during the Track
Record Period, we had endeavored to optimize the structure of our personal loans to minimize the
associated risks, bringing the percentage of our personal business loans to our total personal loans
from 62.8% as of December 31, 2014 to 43.6% as of December 31, 2016. Going forward, to further
improve performance of our retail banking business, we plan to (i) fully implement our strategy of
“Internetization and Ruralization of Banking Services (44 T 4F)”, ensuring our retail services will
be more accessible both online and offline to local customers; (ii) continuously optimize the structure
of our personal loans, focusing on businesses with low risk and higher level of collaterals or
guarantees to avoid associated risks. As of December 31, 2016, we had 139,539 personal loan
customers and 8,461,900 personal deposits customers.

Leveraging our local advantages in Henan Province and with business orientation to be a
“Citizens’ Bank (T [R4R17)”, we strive to provide high quality services to local residents by
continuously conducting in-depth study of their daily needs, thereby designing tailor-made financial
products accordingly. We are dedicated to building up a multi-layer retail banking service framework,
enhancing our capabilities in products innovation and our comprehensive service capabilities, and
increasing the loyalty of our retail banking customers.

Personal Loans

We provide our customers with various personal loans, including personal business loans,
residential mortgage loans and personal consumption loans. As of December 31, 2014, 2015 and 2016,
our personal loans amounted to RMB24,215.4 million, RMB28,373.1 million, and RMB44,659.8
million, respectively, accounting for 21.8%, 20.3%, and 27.1% of our total loans to customers,
respectively, as of the same dates.

The following table sets forth information on our personal loans by product type as of the dates
indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Personal business loans .................. 15,213.4 62.8% 17,638.3 62.2% 19,460.5 43.6%
Residential mortgage loans ............ 4,105.7 17.0% 6,366.1 22.4% 18,878.3 42.3%
Personal consumption loans ........... 4,702.7 19.4% 4,155.6 14.6% 6,127.2 13.7%
Others™") ... 193.6 0.8% 213.1 0.8% 193.8 0.4%
Total personal loans ..................... 24,215.4 100.0 % 28,373.1 100.0 % 44,659.8 100.0 %
Note:

(1) Consist primarily of corporate credit cards.
Personal Business Loans

We provide personal business loans to owners of privately- or individually-owned business and
other retail banking customers to serve their needs in relation to business operations, including
business start-up, working capital replenishment, rental payments, and facilities purchase.
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In line with our strategy to capture the growing market demands for retail banking services in
different regions of Henan Province, we have launched a series of personal business loan products
under the brand of “Zhong Yuan Micro Loans (H'J5{#&)”, for example “Xiaohan Micro Loans
(WG )" and “Xiao Wei Shi Dai (/M#FFE)”, which we tailor made according to demands of
different customer groups. Our micro loans generally have a maximum credit line of RMB1.0 million
with a term up to two years. We proactively reach out to micro-loan customers by visiting business
owners within close proximity of our outlets. Through such customer-focused approach, we are able
to identify customers’ needs more accurately, and thus able to offer tailor-made products to them based
on their needs and thereby further solidify our customers’ loyalty in local communities. In addition,
in order to capture the market opportunities arising from business operations of newly established
enterprises in Henan Province, we offer micro-entrepreneur loans to qualified entrepreneurs and
self-employed individuals, where we, according to the relevant agreements, receive guarantees
provided by government funds specializing in supporting start-ups and professional third-party
guarantee companies established by government agencies.

As of December 31, 2014, 2015 and 2016, our personal business loans amounted to
RMB15,213.4 million, RMB17,638.3 million and RMB19,460.5 million, respectively, accounting for
62.8%, 62.2% and 43.6% of our total personal loans, respectively, as of the same dates.

Residential Mortgage Loans

We provide our retail banking customers with residential mortgage loans for their purchase of
new and second-hand residential properties. Residential mortgage loans are secured by the underlying
real property being purchased by borrowers and can have a term of up to 30 years. Generally, the
residential mortgage loan amount will not exceed 80% of the purchase price or appraise value of the
property. As of December 31, 2014, 2015 and 2016, residential mortgage loans amounted to
RMB4,105.7 million, RMB6,366.1 million and RMB18,878.3 million, respectively, representing
17.0%, 22.4% and 42.3%, of our total personal loans respectively, as of the same dates.

Personal Consumption Loans

We provide personal consumption loans to our retail banking customers for their personal and
household consumption needs such as house renovation, education, traveling and purchase of durable
consumer goods including automobiles. We believe our competitive edges rest on, among other things,
our strong technology capabilities which include our ability to provide customers with convenient and
secure access to our services such as our ability to efficiently and accurately screen and analyze the
applicants’ credit history. As of December 31, 2014, 2015 and 2016, our personal consumption loans
amounted to RMB4,702.7 million, RMB4,155.6 million and RMB6,127.2 million, respectively,
representing 19.4%, 14.6% and 13.7% of our total personal loans, respectively, as of the same dates.

In October 2016, we launched “Yong Xu Dai (K4 )", a product that allows borrowers to make
applications online and, upon approval, to draw down the loans by installments at any time and on a
revolving basis during the term of the loan, with a maximum amount up to RMB10.0 million, or no
more than 80% of the appraised value of mortgaged real properties, whichever is lower. The loan
generally has a term of up to 30 years. When we review received applications, we utilize our advanced
information technology system to quickly review and analyze vast amount of data we collect from
public and third-party proprietary database to quickly identify qualified candidate for further on-site
interview and documentation, covering administrative penalties records, involved litigations and tax
payment records of the applicant, as well as appraisal value of the property serving as security. As of
December 31, 2016, we had 1,077 “Yong Xu Dai (JK#&%)” loan customers with total granted loan
amounted to RMB1,056.0 million.
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In recognizing our achievements in terms of products innovation and our capacity to utilize
big-data during our development of operation of “Yong Xu Dai (FK#H)”, we were granted “The
Outstanding Contribution Award for Product Innovation in Financial Industry (& Rl 17 3£ 78 5 81587 %€
HIE22)” in 2016 by Financial Computerizing.

We introduce our “Miao Dai (FP#)” product in December 2015. This is another innovative
internet-based loan product which we had tailor-made for our customers. Its features include efficient
approval process and convenient drawdown, where an applicant can complete every step online, from
application submission and review, drawdown to repayment. To mitigate relevant risks, we only grant
loans to employees of our payroll services customers, including government agencies, public
institutions, and large reputable enterprises operating in industries in line with national development
strategies. Similar to “Yong Xu Dai (7K %5 £)”, our customers can make applications online and we can
quickly determine the specifications of loans to individual borrowers based on analysis of vast amount
of information such as customers’ monthly salaries, transaction records of bank accounts and credit
history. Generally, the term of this loan ranges from three months to one year, and the maximum loan
amount is up to RMB300,000. As of December 31, 2016, our “Miao Dai (F2H)” loan product had 633
customers with total loan amount of RMB24.4 million.

We also offer automobile loans to our customers. Our ordinary automobile loan generally has a
term up to five years with a maximum amount of RMB3.0 million. It is secured by the automobile
purchased by borrowers, and jointly guaranteed by the dealer or the professional guarantee company
and the insurance company. In December 2016, we also started to offer syndicated automobile loans
to customers through cooperation with a trust company and an auto finance company. We, together
with the trust company, provide loans according to pre-agreed proportion, to the relevant borrower.
Each loan is secured by the automobile purchased by borrowers, and guaranteed by the auto finance
company which also is required to deposit, in our Bank, no less than 1% of the loan amount that we
extended. According to such arrangements, we shall receive the loan repayment with priority over the
trust company.

Personal Deposits

We provide retail banking customers with various demand deposit, time deposit and notice
deposit products, primarily denominated in RMB and foreign currencies. Our personal time deposits
have maturities ranging from three months to five years. In June 2016, we obtained the qualification
to issue certificates of deposits. As of December 31, 2014, 2015 and 2016, total personal deposits
amounted to RMBS81,695.3 million, RMB91,075.7 million and RMB103,519.9 million, respectively,
accounting for 49.6%, 44.3% and 42.2% of our total deposits from customers, respectively, as of the
same dates. As of December 31, 2014, 2015 and 2016, the total number of our personal deposit
customers reached 5.6 million, 6.9 million and 8.5 million, respectively.

Bank Card Services
Debit Cards

We issue various types of debit cards to retail banking customers who have deposit accounts with
us. Our debit cards are issued under the brand name of “e World (e%# K T)”, through which we offer
comprehensive financial services, including cash deposit and withdrawal, money transfer and
remittance, payroll services, other fee related payment and wealth management products purchase. In
2015, our “e World (e## K T)” debit card was awarded one of “The Most Distinguishing Bank Card
in Zhongyuan of 2015 Q015FEimAfFEM4TR)” by Zhongyuan News (H1J5HH,
www.zynews.com.cn), one of the news website recognized by the State Council News Office.
Currently, our debit cards are classified into four categories, ordinary card, gold card, platinum card
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and diamond card based on customers’ daily average financial asset balances in our Bank. Each
category allows respective customer group to access different types of services. We believe that by
offering differentiated service packages, we could improve our service quality, customer loyalty and
our profitability.

To broaden our service coverage and raise our brand awareness, we have established cooperation
with various governmental agencies and public institutions. For instance, together with Department of
Human Resources and Social Security of Henan Province, we issued “Social Security Card
(L€ fRFE )", a two-in-one card which in addition to the ordinary functions of debit card, offers the
card holders social security services, including social security information enquires, medical and
hospital expenses payment, and social insurance premiums payment. As of December 31, 2016, we had
issued such cards in a total number of 1.6 million.

As a member of China UnionPay, our debit cards are accepted through the China UnionPay
network in China and around the world. As of December 31, 2014, 2015, 2016, the accumulative
number of our debit cards which we had issued were 5.2 million, 6.3 million and 8.0 million,
respectively, representing a CAGR of 24.0% from 2014 to 2016.

Credit Cards

In November 2016, we obtained the qualification from CBRC Henan Office to issued credit
cards. We are planning to develop our credit card business in the future.

Fee- and Commission-based Retail Banking Products and Services

For our retail banking customers, we provide various fee- and commission-based retail banking
products and services, primarily including personal wealth management services, fund distribution,
bancassurance, agency trading of precious metals, payroll and payment services and settlement
services. For the year ended December 31, 2014, our fee- and commission-based retail banking
products and services incurred a loss of RMB17.0 million mainly due to our marketing effort in
promoting the related products and services in 2014. For the years ended December 31, 2015 and 2016,
our net income from fee- and commission-based retail banking products and services amounted to
RMB33.2 million and RMB76.8 million, respectively.

Personal Wealth Management Services

We provide our retail banking customers with personal wealth management products and services
under the brand of “Heyday Fortunes (%81 %&)”. This series offers both principal protected and
non-principal protected wealth management products with floating yields. To improve accessibility of
relevant products, we deliver our personal wealth management products through a variety of channels,
including our counters, mobile banking app, WeChat banking, and personal online banking website.
In addition, we are committed to reinforcing our service team to better meet our customers’
differentiated needs and provide professional advisory services.

During the Track Record Period, our personal wealth management business witnessed a rapid
growth. For the years ended December 31, 2014, 2015 and 2016, the sales volume of wealth
management products to retail banking customers amounted to RMB12,561.9 million, RMB12,815.3
million and RMB59,631.5 million, respectively, representing a CAGR of 117.9% from 2014 to 2016.
As of December 31, 2016, we have a total number of 91,744 personal wealth management customers.
For the year ended December 31, 2016, the expected yield of our retail wealth management products
ranged from 2.8% to 5.5%. We plan to further diversify our product portfolio by introducing more
types of personal wealth management products to cater to potential customers’ demands.
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In December 2016, we launched a new brand under the name of “Zhongyuan Wealth Management
("F RS & )" and established a team in charge of our wealth management center to better serve our
mid- and high-end customers.

Agency Services

Our agency services mainly include fund distribution, bancassurance and agency trading of
precious metals.

Fund Distribution. We obtained the qualification for conducting fund sales business in April
2016. Our customers can subscribe, purchase and redeem fund products over our counters, or through
our personal online banking website or mobile banking app. As of December 31, 2016, we had a total
number of 992 qualified fund sales personnel in our head office and sub-branches. We also established
business relationships with four domestic fund management companies in China and distributed 113
fund products as an agent. For the year ended December 31, 2016, the total transaction volume of fund
products we distributed reached RMB214.3 million.

Bancassurance. We distribute insurance products as an agent through our cooperation with
leading insurance companies. As of December 31, 2016, we had entered into cooperative agreements
with 10 insurance companies and provided 148 various types of insurance products as an agent,
including health insurance, life insurance, property insurance, automobile insurance, accident
insurance and investment insurance. For the year ended December 31, 2016, we had distributed
insurance products with a total transaction volume of RMB43.8 million.

Agency Trading of Precious Metals. We obtained the qualification to trade domestic precious
metals in August 2015. We conduct agency sales of gold and silver coins, gold bullion and handicrafts
made in gold and silver for specialized third-party entities. As of December 31, 2016, we had 6,177
precious metals trading customers. For the year ended December 31, 2016, we had distributed a total
amount of 1,247 kilograms precious metals with a transaction volume of approximately RMBS81.0
million.

Payroll and Payment Agency Services

Payroll Services. We provide government agencies, public institutions, including public
hospitals and schools, as well as corporations, particularly large group corporations with agency
services for their payroll. Besides payroll, we also provide agency services for payment of allowance,
government subsidy disbursement, social security, stock dividends, bonuses and service fee. The
employees receive their salaries through their personal bank accounts with our Bank, which has
become an important source of our mid- and high-end retail banking customers. As of December 31,
2014, 2015 and 2016, we had approximately 0.7 million, 0.9 million and 1.5 million individual payroll
service customers, respectively. For the years ended December 31, 2014, 2015 and 2016, the average
monthly amount of salaries paid through our payroll services was approximately RMB1,185.4 million,
RMB2,046.9 million and RMB2,539.6 million, respectively, as of the same dates.

Payment Services. For the convenience of our customers to pay their daily living expenses, we
launched “Home Finance (J&Z 4 fl)” in March 2015, a comprehensive bill payment service that
includes payments for utilities such as gas, heating, telephone bills, cable TV fees and property
management fees. The above mentioned fees could be paid 24/7 through our personal online banking
websites, mobile banking apps, self-service zones, WeChat banking, telephone banking and counters.
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Settlement Services

We offer settlement services to our retail banking customers, including RMB denominated money
transfer, remittance and collection and foreign exchange business.

Rural Financial Services

In recent years, Henan Government has implemented various strategic policies and plans to
encourage the development of financial services in relation to modern agriculture and rural
infrastructure. In February 2017, we entered into a cooperation agreement with Bangladesh’s Grameen
Bank, pursuant to which we planned to utilize Grameen Bank’s successful experience in offering
microcredit business to further expand our inclusive finance operations in rural area with a view to
further expand our sustainable micro loan business.

Internal Management Structure and Rural Financial Service Network

In October 2016, guided by our strategic initiative of “Internetization and Ruralization of
Banking Services (L# ~45)”, we established the Rural Finance Department (R 4 HER) in our head
office, in charge of overall management of bank-wide rural financial services and service channels,
structurally supported by corresponding rural finance departments at all our branches and rural
account managers in county-level sub-branches, so as to better focus on providing tailor-made services
for rural households. The department in head office takes charge of (i) formulating overall
development strategies for rural financial services; (ii) strategically planning the layout of
convenience service stations; (iii) designing, launching and marketing rural financial products and
services to address specific rural customers’ daily needs in an innovative way; (iv) analyzing, building
and managing marketing channels for delivering rural financial products in a time-efficient way; (v)
assessing and evaluating the Bank’s overall performance of rural financial business, including the
growth of rural market share, the expansion of rural customers group, the implementation of rural
financial services and correlated risk control and (vi) carrying out risk management measures for the
Bank’s rural financial services.

To further penetrate into rural areas, we began to set up convenience service stations in August
2016 by strategically placing point of sales into those regions where there used to be no convenient
access to basic financial services necessary for daily life, for example, cash withdrawal, remittance,
accounts inquiries, money transfer and utilities bill payments. In each convenience service station, we
normally designate one manger to assist rural residents in handling the above-mentioned banking
businesses. As of December 31, 2016, we had 806 convenience service stations covering 17 cities and
82 counties in Henan Province. We believe this approach helped us to effectively enhance brand
awareness and client loyalty in local regions, considering that Henan Province has an abundant
number of migrant workers who have strong demand of high quality financial services which could
allow them to transfer money between rural hometowns and big cities where they work. As of the
Latest Practicable Date, our rural financial service network comprised our sub-branches at county
level, township level and convenience service stations, complemented with our village and township
banks. For details of our village and township banks, please see “ — Distribution Network — Village
and Township Banks”.
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The chart below sets forth the business network of our bank’s rural financial service.

Rural Finance Department in Head Office

Rural Finance Department in Branches

Village and township
Banks

Township-level sub-branches

| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
I County-level sub-branches I
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
I Convenience service stations I
| |

Products and Services

Besides basic banking services we provide at our convenience service stations mentioned above,
we have also designed different financial products to meet specific demands of rural residents. For
example, we provide “Xing Nong Dai (# & £)” with a maximum amount of RMB1.0 million with a
term up to two years to qualified rural small and micro enterprises owners or owners of
individually-owned business with sound credit status and stable income. Correlated risks with this
loan were addressed through guarantee offered by governmental risk compensation funds. We
launched “Zhongyuan Bank Farmers-Benefiting Card (H'Ji##47 B2 )", a debit card tailor-made for
customers in rural areas with discounted fees and charges so as to better cater to rural residents’ needs.
As of December 31, 2016, we issued approximately a total number of 64,011 “Zhongyuan Bank
Farmers-Benefiting Card (' JR4R1TH 2 ).

Retail Banking Customer Base

Capitalizing on the synergy between corporate and retail banking business and our capacity to
obtain clients in bulk, we have established an extensive and stable retail banking customer base. As
of December 31, 2014, 2015 and 2016, we had 102,351, 97,039 and 139,539 personal loan customers,
respectively, and approximately 5.6 million, 6.9 million and 8.5 million personal deposit customers,
respectively.

We classify our retail banking customers into four categories based on the balance of their
average daily assets balances in our Bank, including ordinary customers (with personal financial
assets of less than RMBS50,000), valuable customers (with personal financial assets of RMB50,000
(inclusive) to RMBS500,000), wealth customers (with personal financial assets of RMBS500,000
(inclusive) to RMB6,000,000), and private banking customers (with personal financial assets
exceeding RMB6,000,000 (inclusive)). As of December 31, 2014, 2015 and 2016, total assets of our
retail banking customers under our management amounted to RMB81,978.8 million, RMB97,787.4
million and RMB121,776.6 million, respectively.
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Strategically, we strive to expand our customer base by continuously introducing advanced
information technology into our financial products and services based on ever-changing market
demands. Since a growing number of our products and services have been made available online, we
consider young customers who are tech-savvy and relatively more willing to take advantage of
financial technology the key customer group for our future development. Furthermore, attracting a
consistent stream of mid- and high-end customers is of vital importance for us to reinvigorate our
cross-selling and grow our overall business. We plan to build up and develop a personalized customer
service system for our mid- and high-end individual customers, including civil servants, employees of
large enterprises with stable income, private business owners, professionals and other high income
individuals to provide them with a more diverse financial services and products, for example, wealth
management products, loyalty reward services and other value-added services specifically meet their
needs.

Financial Markets Business
Overview

Our financial markets business primarily includes money market transactions, investment
business, wealth management, debt securities underwriting and distribution, and bill discounting and
rediscounting. We believe we benefit from operating financial markets business, which allows us to
(i) reduce our reliance on the traditional model of providing deposit, loan and remittance services; (ii)
make adjustment on asset allocation to achieve profitability while maintaining effective risk
management, and (iii) effectively respond to the challenges that the traditional credit business faces,
such as interest rate liberalization and narrowing interest spread. For details on our risk management
measures in relation to financial markets business, please see “Risk Management — Credit Risk
Management — Credit Risk Management for our Financial Markets Business”.

During the Track Record Period, our financial markets business has experienced significant
growth. For the years ended December 31, 2014, 2015, 2016, the operating income from our financial
markets business were RMB1,076.3 million, RMB1,668.6 million and RMB1,563.6 million,
respectively. After the Reorganization, we strengthened our financial markets businesses by
establishing various departments, such as the Financial Markets Department, the Interbank Bills
Department and the Investment Banking Department, at our head office level. During the Track Record
Period, we significantly increased our holdings in PRC government bonds, debt securities issued by
PRC policy banks and other financial institutions, and Non-standard Credit Assets to achieve higher
liquidity and to reduce our liquidity risk. We also diversify our investments and optimize our
investment portfolio based on the market conditions. We believe the significant growth of our
financial markets business was in line with our strategy of “offering featured products in traditional
business” and the industry trend.

Money Market Transactions

Our money market transactions primarily consist of: (i) interbank lending and borrowings,
primarily include interbank credit extensions, short-term borrowing from and lending to other
domestic banks and non-bank financial institutions and interbank deposit services; (ii) interbank
placements; and (iii) repurchases and reverse repurchases transactions, primarily including debt
securities issued by the PRC government and policy banks, etc.

Our trading capabilities and performance were well recognized in the banking industry. In
recognition of our outstanding performance in interbank domestic currency market, we were granted
“The Best City Commercial Bank Award in terms of Interbank Domestic Currency Market (#2717 [#] 7%
Wi 3 B FE T P 2E 8RR 1T 4€)” in 2015 and “The Outstanding Dealer in terms of Interbank Domestic
Currency Market (82717 [H A< W7 8548 2L 52 55 P4)” in 2016 by China Foreign Exchange Trading System
& National Inter-bank Funding Center.
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Interbank Lending and Borrowings

As of December 31, 2014, 2015 and 2016, our deposits with banks and other financial institutions
was RMB5,159.6 million, RMB5,044.4 million and RMB12,830.5 million, respectively, and our
deposits from banks and other financial institutions was RMB5,735.5 million, RMB29,385.8 million
and RMB44,954.8 million, respectively.

Interbank Placement

As of December 31, 2014, 2015 and 2016, our placements with banks and other financial
institutions was RMB1.7 million, RMBO0.8 million and RMBS,700.0 million, respectively, and our
placements from banks and other financial institutions was nil, nil and RMB10,400.0 million,
respectively.

Repurchase and Reverse Repurchase Transactions

As of December 31, 2014, 2015 and 2016, our financial assets held under resale agreements was
RMBS,546.7 million, RMB24,559.4 million and RMB6,573.6 million, respectively, and our financial
assets sold under repurchase agreements was RMB2,126.2 million, RMB24,937.6 million and
RMB27,580.6 million, respectively.

Investment Business

In managing our investment business, we mainly invest in Standard Investment Products and
Non-standard Credit Assets. During the Track Record Period, our investment business experienced
significant growth. As of December 31, 2014, 2015 and 2016, our investments in Standard Investment
Products and Non-standard Credit Assets amounted to RMB36,588.8 million, RMB88,700.9 million
and RMB182,972.1 million, respectively, accounting for 17.7%, 29.0% and 42.2%, respectively, of our
total assets, as of the same dates. Among our total investment in Standard Investment Products and
Non-standard Credit Assets as of December 31, 2014, 2015 and 2016, RMB20,656.0 million,
RMB21,854.8 million and RMB36,539.3 million, respectively, were investments we made through our
structured finance business line. Please also see “ — Corporate Banking — Investment Banking —
Structured Finance”.

The following table sets forth a breakdown of the total balance of our Standard Investment
Products and Non-standard Credit Assets as of the dates indicated.

As of December 31,
2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except percentages)

Standard Investment Products ......... 15,932.8 43.5% 35,322.3 39.8% 73,840.1 40.4%
Non-standard Credit Assets
Trust plans.......ccooeeeviiieiiiineinnnnn. 14,467.5 39.6% 20,871.6 23.5% 27,494.5 15.0%
Asset management plans............. 2,715.2 7.4% 13,787.8 15.6% 35,230.1 19.3%

Wealth management products
issued by other PRC

commercial banks .................. 1,720.1 4.7% 18,719.2 21.1% 34,287.7 18.7%
Investment funds and others ....... 1,753.2 4.8% — — 12,119.7 6.6%
Sub-total........coeeviiiieeiiiieeie 20,656.0 56.5% 53,378.6 60.2% 109,132.0 59.6%

Total ......ccoovviiiiiiii 36,588.8 100.0 % 88,700.9 100.0 % 182,972.1 100.0 %
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The following table sets forth a breakdown of the total balance of our investments in Standard
Investment Products and Non-standard Credit Assets as of the dates indicated.

As of December 31,

2014 2015 2016

% of % of % of % of % of % of

% of net total % of net total % of net total

Amount total assets assets Amount total assets assets Amount total assets  assets

(in millions of RMB, except percentages)
Standard

Investment

Products ........ 15,932.8 43.5% 56.9% 7.7% 35,322.3 39.8% 105.7% 11.5% 73,840.1 40.4% 208.0% 17.0%
Non-standard

Credit Assets.. 20,656.0 56.5% 73.7% 10.0% 53,378.6 60.2% 159.7% 17.5% 109,132.0 59.6% 307.4% 25.2%

Total ................ 36,588.8 100.0% 130.6% 17.7% 88,700.9 100.0% 265.4% 29.0% 182,972.1 100.0% 515.4% 42.2%

The following table sets forth a breakdown of our income from our investment business for the

years indicated.

Interest income from financial investments"

Net trading income/(losses)

Net gains/(losses) from financial iINVESIMENTS ........viiiiniiiiiiiiiiiiniiiiieeiie e

For the year ended December 31,

2014

2015

2016

(in millions of RMB)

729.5 1,896.4 3,964.7
...................................................................... 142.7 142.4 (71.7)
40.5 (0.6) 9.1

...................................................................... 912.7 2,038.2 3,902.1

(I)  Consists of interest income from financial investments that is derived from our financial markets business segment

without deducting any interest expenses, not including the interest income derived from structured finance that is
classified into our corporate banking segment, which amounted to RMB1,468.5 million, RMB1,403.1 million and
RMB2,117.2 million in 2014, 2015 and 2016, respectively, without deducting any interest expenses.

The following table sets forth a breakdown of our interest income from our Standard Investment
Products and Non-standard Credit Assets and their respective average rate of return for the years

indicated.

For the year ended December 31,

2014 2015 2016

Average Average Average

% of rate of % of rate of % of rate of

Amount total return”  Amount total return”  Amount total return®

(in millions of RMB, except percentages)

Standard Investment

Products ............... 729.5 33.2% 4.65% 1,124.3 34.1% 4.59% 1,943.2 32.0% 3.56%
Non-standard Credit

Assets® ... 1,468.5 66.8% 7.36% 2,175.2 65.9% 5.88% 4,138.7 68.0% 5.09%

Total .......cccceeeeeenn. 2,198.0 100.0% 6.17 % 3,299.5 100.0 % 5.36 % 6,081.9 100.0 % 4.48 %
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Notes:

(I)  Calculated by dividing (i) our income from the corresponding assets in the year, by (ii) the average balance of these
assets at the beginning and the end of the year.

(2) Consist of interest income from financial investments that is derived from our financial markets business segment
without deducting any interest expenses, including the interest income derived from structured finance that is classified
into our corporate banking segment, which amounted to RMB1,468.5 million, RMB1,403.1 million and RMB2,117.2
million in 2014, 2015 and 2016, respectively, without deducting any interest expenses.

In 2014, 2015 and 2016, our interest income from financial investments in Non-standard Credit
Assets represented 66.8%, 65.9% and 68.0%, respectively, of our total income from our investment
business, which remained relatively stable. The average rate of return for our investment in Standard
Investment Products was 4.65%, 4.59% and 3.56% in 2014, 2015 and 2016, respectively, while the
average rate of return for our investments in Non-standard Credit Assets was 7.36%, 5.88% and 5.09%
in the same years. The continued decreases in our average rate of return of our investments were
primarily due to (i) the impact of the consecutive interest rate cuts by the PBoC and (ii) market
competition after the interest rate liberalization.

Investments in Standard Investment Products

Our investments in Standard Investment Products primarily comprise investments in bonds
issued by PRC government, and by banks and other financial and non-financial institutions. The table
below sets forth the breakdown of our debt securities investments as of the dates indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

PRC government bonds................... 1,662.9 10.4% 4,630.0 13.1% 19,886.3 26.9%

Debt securities issued by PRC
policy banks, commercial banks

and other financial institutions.... 11,356.8 71.3% 19,503.3 55.2% 45,018.4 61.0%
Debt securities issued by corporate

ISSUBTS ceeeiiiiiiiiiiiiiiiieieeeeceeeeeee, 2,913.1 18.3% 11,189.0 31.7% 8,935.4 12.1%
Total.......cccooiiiiiiiiiiiii 15,932.8 100.0% 35,322.3 100.0% 73,840.1 100.0%

As of December 31, 2014, 2015, and 2016, we held debt securities investments with an aggregate
carrying amount of RMB15,932.8 million, RMB35,322.3 million and RMB73,840.1 million,
respectively. For the years ended December 31, 2014, 2015, and 2016, the interest income generated
from our investments in debt securities amounted to RMB729.5 million, RMB1,124.3 million and
RMB1,943.2 million, respectively representing a CAGR of 63.2% from 2014 to 2016.

When investing in bonds, we conduct scenario analyses through various analytical tools on
market risks such as adverse movement of asset prices and adverse movement of benchmark rates in
the market, and formulate corresponding contingency plans and make adjustments to our investment
strategies in a timely manner. For details, please see “Risk Management — Market Risk Management
— Interest Rate Risk — Interest Rate Risk Management” on how we manage our interest rate exposure
of our banking book.
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During the Track Record Period, we also invested in debt securities issued by the PRC local
government financing vehicles. As of December 31, 2014, 2015, and 2016, our exposure to
investments in debt securities issued by local government financing vehicles amounted to RMB504.1
million, RMB593.0 million, and RMB&836.3 million, respectively. Please see “Risk Factors — Our
asset quality, financial condition or results of operation may be materially and adversely affected if
the repayment ability of local government financing vehicles deteriorates or the government policies
affecting local government financing vehicles change.”

Non-standard Credit Assets

Our investments in Non-standard Credit Assets mainly include investments in trust plans, asset
management plans, wealth management products issued by other PRC commercial bank and
investment funds.

As of December 31, 2014, 2015 and 2016, our investment in Non-standard Credit Assets
amounted to RMB20,656.0 million, RMB53,378.6 million and RMB109,132.0 million, respectively,
accounting for 10.0%, 17.5% and 25.2%, respectively, of our total assets as of the same dates. For the
years ended December 31, 2014, 2015 and 2016, interest income generated from our investments in
Non-standard Credit Assets amounted to RMB1,468.5 million, RMB2,175.2 million and RMB4,138.7
million, respectively, accounting for 11.5%, 14.0% and 24.3%, of our total interest income,
respectively, for the same periods, representing a CAGR of 67.9% from 2014 to 2016. For details on
results of our investments in Non-standard Credit Assets during the Track Record Period, please see
“Assets and Liabilities — Assets — Investment in Debt Securities and Other Financial Assets”.

The table below sets forth the breakdown of income and rates of return of our Non-standard
Credit Assets by product type for the periods indicated.

For the years ended December 31,

2014 2015 2016
Average Average Average
Interest Rate of Interest Rate of Interest Rate of
Income Return® Income Return® Income Return®

(in millions of RMB, except percentages)

Trust plans .........ccccccoiiiiiiiiiiiiinnnn. 1,346.1 8.60% 1,327.0 7.51% 1,823.5 7.54%
Asset management plans ................. 90.1 4.99% 255.7 3.10% 1,099.5 4.49%

Wealth management products issued
by other PRC commercial banks

B RPN 17.1 1.06% 592.5 5.80% 1,088.2 4.11%
Investment funds and others............ 15.2 1.73% — — 127.5 2.10%
Total........oooiiiiiiiii 1,468.5 2,175.2 4,138.7

(I)  Calculated by dividing (i) our income from the corresponding assets in the year, by (ii) the average balance of these

assets at the beginning and the end of the year.

During the Track Record Period, the interest income generated from our trust plans, asset
management plans, wealth management products issued by other PRC commercial bank and
investment funds increased significantly primarily due to our efforts to expand our financial markets
business after the Reorganization.
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The average rates of return for our investments in trust plans and asset management plans were
relatively low in 2015 primarily due to a decrease in market interest rates as a result of lower PBoC
benchmark interest rates and loose market liquidity in 2015. The average rates of return for our wealth
management products issued by other PRC commercial banks and investment funds and others were
relatively low in 2014 because we rarely conducted investments in these products before the
Reorganization and as a result, our income derived from the corresponding assets was minor.
Therefore, the average rates of return of these products in 2014 are not comparable to that in 2015 and
2016.

We evaluate and classify the risks of relevant underlying assets of other debt instruments issued
by financial institutions and conduct the risk management of our investment accordingly. The
following table sets forth the breakdown of our investments in Non-standard Credit Assets by their
underlying assets as of December 31, 2016.

As of December 31, 2016

Wealth
management
Asset products issued by Investment
Management other PRC funds and
Trust plans Plans commercial banks others Total % of total

(in millions of RMB, except for percentages)

Debt securities ........c..cceuuuneee. — 6,270.9 — 1,254.0 7,524.9 6.9%
Bank deposits ..........cceeeveennn. — 11,114.2 — — 11,114.2 10.2%
Fixed-income credit assets .... 27,494.5 14,915.7 — 5,343.4 47,753.6 43.8%
Wealth management

Products.....cceeeeeeiiiiiiiiaeenns — 2,929.3 34,287.7 5,522.3 42,739.3 39.2%
Total.........coooviiiiiiniiiiiiiiin, 27,494.5 35,230.1 34,287.7 12,119.7 109,132.0 100.0%

The table below sets forth the breakdown of our investment in Non-standard Credit Assets by
collateral type as of the dates indicated.

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Secured by collateral..................... 7,541.0 36.5% 12,796.2 24.0% 22,064.0 20.2%
Mortgaged with land or
PIOPerties ........cccccuvvuvuueennnnnnns 6,149.1 29.8% 8,811.2 16.5% 9,712.8 8.9%
Pledged with equity interests in
listed companies ..................... — — — — 442.5 0.4%
Pledged with equity interests in
unlisted companies ................. 137.9 0.7% 287.1 0.5% 1,839.6 1.7%
Pledged with certificates of
deposit ..oooeeiiiiiiiiiiiiii 982.6 4.8% 3,304.8 6.2% 4,834.5 4.4%
Pledged with receivables 271.2 1.3% 393.0 0.7% 5,234.5 4.8%
Secured by guarantees .................. 4,287.6 20.8% 8,112.1 15.2% 21,991.0 20.2%
Third-party guarantee from
unlisted companies ................. 3,449.9 16.7% 7,564.7 14.2% 21,513.6 19.7%
Third-party guarantee from
individuals.........ccoocoiiiiinninnn. 837.8 4.1% 547.3 1.0% 477.3 0.4%

— 201 —



BUSINESS

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Unsecured ...........ooeeeeiiviiiiiiieeeeennn. 8,827.4 42.7% 32,470.3 60.8 % 65,077.0 59.6 %
Securities companies................... 1,040.1 5.0% 2,823.1 5.3% 7,394.0 6.8%
Asset management companies ..... 3.1 — 8,721.8 16.3% 20,868.5 19.1%
Fund companies............cccoeeeeeinnis 1,090.7 5.3% 338.3 0.6% 388.0 0.4%
Trust COMPANIes.....ccuvvnerereneennnnns 4,117.2 19.9% 1,871.1 3.5% 1,083.9 1.0%
Banks ....ooovviiiiiieieii e, 2,576.4 12.5% 18,716.2 35.1% 35,342.7 32.4%

Total........ooooviiiiiiiiiiiiciii 20,656.0 100.0% 53,378.6 100.0% 109,132.0 100.0%

The following table sets forth the breakdown of our investments in Non-standard Credit Assets
by level of collateralization as of the dates indicated.

As of December 31, 2016

Asset Other PRC Investment
management Commercial Funds and
plans Trust plans Banks others Total % of total
Secured by collateral
Mortgaged with land or
PIOPerties ........ceeeeeeeiiiiiiuunnnnns 389.9 8,442.8 — 880.0 9,712.8 8.90%
Pledged with equity interests in
listed companies ..................... — — — 442.5 442.5 0.41%
Pledged with equity interests in
unlisted companies ................. — 1,143.6 — 696.1 1,839.6 1.69%
Pledged with certificates of
depOSits .ooeeeiiiiiiiiiee e 2,408.4 2,303.3 — 122.8 4,834.5 4.43%
Pledged with receivables............. 1,252.9 3,752.9 — 228.7 5,234.5 4.80%
Sub-total ... 4,051.2 15,642.6 — 2,370.1 22,063.9 20.23%
Secured by guarantees
Third-party guarantee from
unlisted companies ................. 2,846.7 10,290.8 — 8,376.2 21,513.6 19.71%
Third-party guarantee from
individuals......ccoooeeeeiiiiiiinnns — 477.3 — — 477.3 0.44%
Sub-total ..........coooooiiiii 2,846.7 10,768.1 — 8,376.2 21,990.9 20.15%
Unsecured
Securities companies................... 7,394.0 — — — 7,394.0 6.78%
Asset management companies ..... 19,218.2 — — 1,650.3 20,868.5 19.12%
Fund companies............ccoeeeeeinnnns 69.7 — — 318.3 388.0 0.36%
Trust Companies .. — 1,074.0 10.0 — 1,083.9 0.99%
Banks™ ..o — 0.0 34,287.7 1,055.0 35,342.7 32.39%
Sub-total ... 26,681.8 1,074.0 34,297.7 3,023.6 65,077.1 59.63%
Total......ccoooviiiiiiiiiiiiiiiiiii 33,579.8 27,484.6 34,297.7 13,769.9 109,132.0 100.00 %

Note:

(I)  As of December 31, 2016, we only had investments in non-principal protected wealth management products issued by
other PRC commercial banks which amounted to RMB34,287.7 million.
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For our risk management with respect to our unsecured investments in Non-standard Credit
Assets, please see “Risk Management — Credit Risk Management — Credit Risk Management for our
Financial Markets Business — Credit Risk Management for Investments in Standard Investment
Products and Non-standard Credit Assets — Investments in Non-standard Credit Assets”.

The table below sets forth, as of December 31, 2016, the distribution of our investments in trust
plans and asset management plans by industry classification.

As of December 31, 2016

Asset
management
Trust plans under plans under
which credit which credit
facilities were facilities were
extended to extended to
financing parties financing parties Total % of total

(in millions of RMB, except for percentages)

Manufacturing ......c..eveveuineiiiineiiiineeeiie e 727.6 29.8 757.4 1.2%
Real eState ......ovevvvieiiiiieeiiiieee e 6,329.5 1,036.3 7,365.8 11.7%
Retail and wholesale ...............ccoovviiiiiinnn. 1,114.5 3,803.3 4,917.8 7.8%
Leasing and business Services ...................... 10,121.8 2,207.6 12,329.4 19.7%
Water, environment and public facilities

MANAZEMENT «evvteiiiineiiiie e eei e — 994.4 994 .4 1.6%
CONSIIUCHION ..vii it 1,567.0 994 .4 2,561.4 4.1%
Electricity, gas and water production and

SUPPLY e 193.9 — 193.9 0.3%
FINANCE ooivvveiiie e 399.3 26,064.9 26,464.2 42.2%
Agriculture, forestry, animal husbandry and

FISHETY coeieiiiie e 348.0 — 348.0 0.6%
IMININE -t 1,668.6 — 1,668.6 2.7%
Public management, social security and

social organizations .... 1,760.0 — 1,760.0 2.8%
TranSportation ...........co.eeveeeueneeeeinneeeiieeenannns 1,760.1 —_ 1,760.1 2.8%
Education .........ooveiiiieiiiiiieeiiieeeee e 477.3 99.4 576.7 0.9%
Health and social work ..........ccooceieiiiiinn. 347.5 — 347.5 0.6%
Culture, sports and entertainment ................ 679.3 — 679.3 1.1%
Total.....ooooviiiiiii e 27,494.5 35,230.1 62,724.6 100.0 %

The table sets forth the five largest financing parties under securities held by our trust plans that
had a single financing party as of the dates indicated.

As of December 31, 2014

% of
investments in
Industry Amount trust plans
(in millions of RMB, except percentages)
Borrower A .....oooooiiiiiiiii Leasing and business services 591.0 4.1%
Borrower B ... Education 542.3 3.7%
Borrower C ....ooovvvvviiiineiiiinnnns Leasing and business services 4433 3.1%
Borrower D .....coooviiiiiiiiiiin. Manufacturing 394.0 2.7%
Borrower E Leasing and business services 295.5 2.0%
Total........oooovviiiiiiiii. 2,266.1 15.6%
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As of December 31, 2015

% of
investments in
Industry Amount trust plans
(in millions of RMB, except percentages)
Borrower F ..o, Real estate 1,799.1 8.6%
Borrower G ......ooooiiiiiiiiin.n, Real estate 1,293.5 6.2%
Borrower I Public management, social security and social 995.0 4.8%
organization
Borrower H ...l Real estate 955.2 4.6%
Borrower J ... Mining 796.0 3.8%
Borrower K......co.oooooii. Real estate 796.0 3.8%
Borrower L ....ccoooiiiiiiiiiiin. Leasing and business services 796.0 3.8%
Total ... 7,430.8 35.6%
As of December 31, 2016
% of
investments in
Industry Amount trust plans
(in millions of RMB, except percentages)
Borrower J Mining 1,491.6 5.4%
Borrower M . . Leasing and business services 1,103.8 4.0%
Borrower N Leasing and business services 994.4 3.6%
Borrower I ... Public management, social security and social 994.3 3.6%
organization
Borrower H .....cooooiiiiiiiiin. Real estate 954.6 3.5%
Total.......coooeeiiiiiiiiiiiniii, 5,538.7 20.1%

The table below sets forth the five largest financing parties under securities held by our asset
management plans that had a single financing party as of the dates indicated.

As of December 31, 2014

% of
investments in

asset
management

Industry Amount plans

(in millions of RMB, except percentages)

Borrower O Leasing and business services 985.0 36.3%
Borrower Po.....cooooiiiiii Real estate 197.0 7.3%
Borrower Q.....cccoeviiiiiiiin. Manufacturing 197.0 7.3%
Borrower R ...l Agriculture, forestry, animal husbandry and fishery 147.8 5.4%
Borrower S......... Real estate 113.8 4.2%
Total ... 1,640.6 60.4%
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As of December 31, 2015

% of
investments in
asset
management
Industry Amount plans
(in millions of RMB, except percentages)
Borrower T ..ooooviviiiiiiiin, Water, environment and public facilities management 1,990.0 14.4%
Borrower U......ccoooooiiiiin. Leasing and business services 995.0 7.2%
Borrower O .....coovvvviviinneiiinnnnn. Leasing and business services 995.0 7.2%
Borrower P.o.....coooiiiiiiiii Real estate 170.0 1.2%
Borrower R.....cooooiiiiiii. Agriculture, forestry, animal husbandry and fishery 145.5 1.1%
Total.............oiiiii, 4,295.5 31.1%
As of December 31, 2016
% of
investments in
asset
management
Industry Amount plans
(in millions of RMB, except percentages)
Borrower T .....cccoeiiiiiiiiiinn. Water, environment and public facilities management 994 .4 2.8%
Borrower U......ccoooooiiiii. Leasing and business services 994.4 2.8%
Borrower V... Construction 994 .4 2.8%
Borrower W .....oooiiiiiiiiiiins Leasing and business services 497.2 1.4%
Borrower X Leasing and business services 278.4 0.8%
Total.............oiiii, 3,758.8 10.7%

The table below sets forth, as of December 31, 2016, the breakdown of our investments in each

type of Non-standard Credit Assets by remaining maturity.

As of December 31, 2016

Wealth
management
products
issued by
Asset other PRC  Investment
management commercial Funds and
Trust plans plans banks others Total % of total

(in millions of RMB, except for percentages)

Due within 3 months...........c.cc.eeeee. 1,531.1 10,937.2 20,347.8 481.5 33,297.6 30.5%
Due over 3 months up to 1 year...... 9,330.4 15,806.0 13,910.1 4,689.0 43,735.5 40.1%
Due over 1 year up to 5 years......... 15,474.6 7,221.9 29.8 6,720.5 29,446.8 27.0%
Due over 5 years .......ccoeeevuiiinnennnnen. 10.0 1,093.8 — 228.7 1,332.5 1.2%
Subtotal ...........cccooiiii 26,346.1 35,058.9 34,287.7 12,119.7 107,812.4 98.8%
Overdue ........uvveviiiiiiiiiiiiiiiis 1,148.4 171.2 — — 1,319.6 1.2%
Total.......ccoooiiiiiiiiiiiiii 27,494.5 35,230.1 34,287.7 12,119.7 109,132.0 100.0%
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We take proactive measures to improve and maintain the liquidity of Non-standard Credit Assets.
As of December 31, 2016, approximately 70.6% of Non-standard Credit Assets portfolio had
remaining maturities up to one year. To further mitigate our liquidity risks associated with our
investments in Non-standard Credit Assets, we also formulated a fund position management
contingency plan to deal with extreme situations where we expect the disposal of Non-standard Credit
Assets may not provide sufficient liquidity for our normal business operations. According to the fund
position management contingency plan, we closely monitor liquidity risks of our Bank and make
routine liquidity assessment for our management’s review. Upon occurrence of potential liquidity
risks, we would, according to the severity of relevant situations, take measures to ensure reliability
and sufficiency of our funding sources and improve our assets and liability mix. Measures include the
control or suspension of the development of certain new asset businesses, such as bond investments,
bill discounting, loan extension, placements and deposits with banks and other financial institutions,
and disposal of certain assets to maintain sufficient liquidity support. For details, please see “Risk
Management — Liquidity Risk Management” and “Risk Factors — Risks Relating to Our Business —
Any adverse development in relation to our investments in Non-standard Credit Assets may materially
and adversely affect our profitability and liquidity.”

As of December 31, 2016, 1.2% of our total investment in Non-standard Credit Assets had
overdue payment of principal and/or interests, primarily due to slowdown of economic growth in
China in recent years, resulting in operational difficulties of underlying ultimate borrowers in relevant
trust plans or asset management plans that operate in different industries, including cement
manufacturing, real estate properties development and commodity trading. We have undertaken
proactive measures to mitigate relevant risks associated with above mentioned overdue investments,
including requesting additional securities, demanding immediate payment and initiating necessary
litigation.

We assess our investments in Non-standard Credit Assets regularly to determine whether there
is any objective evidence for impairments, and, if so, the amount of impairment losses. As of
December 31, 2016, we had made provisions for impairment losses on our overdue investment in the
above mentioned assets in an amount of RMB330.4 million in accordance with the requirements under
IFRS and our accounting policies. We believe that we have made sufficient allowance to cover the
estimated losses on our overdue investments in Non-standard Credit Assets.

In April 2014, the CBRC, jointly with other government authorities, issued the Notice on the
Regulation of Interbank Business in Financial Institutions (<[ AR & 4 fl b R [R] SE 2585 1 4 0 )
“Circular 127”), which provides that financial assets purchased for resale (sold under repurchase
agreements) shall be bank acceptance bill, bond, central bank bill and other highly liquid financial
assets traded on the interbank market and the stock exchanges with reasonable fair value. The same
circular also provides that the financial institutions that engage in the businesses of purchase for resale
(sales under repurchase agreements) and interbank investment shall not accept or offer any direct or
indirect, explicit or implicit credit guarantee from or to third-party financial institutions, unless
otherwise stipulated by the government. Since Circular 127 became effective, the financial assets
purchased for resale (sold under repurchase agreements) by us all meet the relevant requirements
under the Circular 127 and we no longer accept or offer any credit guarantee from or to third-party
financial institutions in the conduct of businesses of purchase for resale (sales under repurchase
agreements) and interbank investment business. For further details on Circular 127, see “Supervision
and Regulation — Regulation on Principal Commercial Banking Activities — Interbank Business”.
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Going forward, we intend to cautiously expand our operations in relation to investments in
Non-standard Credit Assets in compliance with relevant laws, regulations and our internal risk
management measures, to achieve stable returns with manageable risks. For details of our risk
management measures for Non-standard Credit Assets, please see “Risk Management — Credit Risk
Management — Credit Risk Management for Our Financial Markets Business — Investment Business
— Investments in Non-standard Credit Assets”.

Trust Plans

Through investing in trust plans managed by trust companies, we entrust trust companies to
manage our funds. The trust companies then extend credit to the financing parties as principals.

As of December 31, 2014, 2015 and 2016, the balances of our investments in trust plans were
RMB14,467.5 million, RMB20,871.6 million and RMB27,494.5 million, respectively.

The financing parties’ obligations owed to the trust companies are secured by mortgages or
pledges granted by the financing parties on their properties to the trust companies or by the irrevocable
joint and several guarantee provided by relevant guarantors to the trust companies. The financing
parties use the funds provided by trust companies for business operations, and shall repay the principal
as well as the agreed-upon returns pursuant to the trust term. The following chart illustrates the
relationship among the parties involved in our investments in trust plans:

Trust companies

(Counterparties)
Repay
principal
and agreed- Repay principal and
upon returns agreed-upon financing
A 4 .
P of SPV P costs/investment returns
« <« Financing parties or other
Our Bank through Trust Plans through P
(Investor) custodian SPV) custodian underlying assets
’ » ¢ » (Underlying assets)
Invest in SPV Provide financing to

financing
parties/invest in other
underlying assets

Provide guarantee (if any)

_______________>

— 207 —



BUSINESS

The following table sets forth the breakdown of our investments in trust plans in terms of

underlying assets as of the date indicated:

As of December 31,

2014 2015 2016
Amount % of total Amount % of total Amount % of total
(in millions of RMB, except for percentages)
Fixed-income credit assets .............. 13,334.7 92.2% 20,871.6 100% 27,494.5 100%
Wealth management products .......... 1,132.8 7.8% — — — —
Total...........ooiiiiiii 14,467.5 100.0 % 20,871.6 100.0 % 27,494.5 100.0 %

During the Track Record Period, all of our counterparties for trust plans were licens

ed to conduct

their trust businesses under applicable laws and regulations. In each year of our Track Record Period,
the top five counterparties of our investments in trust plans were sizable state-owned or private
enterprises with sound reputation and good track record of performance. As of December 31, 2014,

2015 and 2016, our investments in trust plans managed by the five largest counterparties accounted
for 78.4%, 73.4% and 94.5% of our total investments in trust plans, respectively. The table below sets

forth our five largest trust company counterparties as of the dates indicated.

As of December 31, 2014

Total assets as Regulatory
of December ratings/Credit
Nature 31, 2014 ratings Amount

% of
investments in
trust plans

(in millions of RMB, except percentages)

Company A . State-owned 3,472.2 N/A® 6,563.5 45.4%
Company B State-owned 5,428.1 N/A® 2,911.8 20.1%
Company C.......cc........ State-owned 12,200.3 N/A® 707.3 4.9%
Company D................. Private 3,412.8 N/A® 619.6 4.3%
Company E State-owned 3.,513.4 N/A® 541.8 3.7%
Total.............cooveeien. 11,343.9 78.4%
As of December 31, 2015
Total assets as Regulatory % of
of December ratings/Credit investments in
Nature 31, 2015 ratings Amount trust plans
(in millions of RMB, except percentages)
Company B........cc....... State-owned 6,740.8 N/A® 5,054.0 24.2%
Company A.......cceeee. State-owned 5,130.8 N/A® 4,748.5 22.8%
Company G.......coueeenne Trust company controlled 29,252.8 N/A® 2,132.3 10.2%
financial institution
Company H................. State-owned 23,798.9 N/A® 2,098.2 10.1%
Company J.........cc....... State-owned 4,848.2 N/A® 1,293.5 6.2%
Total........................... 15,326.4 73.4%
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As of December 31, 2016

Total assets as Regulatory % of
of December ratings/Credit investments in
Nature 31, 2016 ratings Amount trust plans

(in millions of RMB, except percentages)

Company A........c........ State-owned 7,589.8 N/A® 11,704.7 42.6%
Company H................. State-owned 27.921.5 N/A® 8.806.9 32.0%
Company G................. Trust company controlled 26,112.6 N/A® 2,640.1 9.6%
by financial institution

Company B................. State-owned 7,391.9 N/A® 2,410.2 8.8%
Company I.........cc....... State-owned 7,463.8 N/A® 401.8 1.5%
Total........................... 25,963.7 94.5%
Notes:

(1) Source: each company’s annual report prepared on an unconsolidated basis.

(2)  Source: There is no publicly available and reliable regulatory or credit rating.

We strive to improve our risk control measures to mitigate risks associated with investments in
trust plans through adopting various measures, including conducting stringent checks on credit history
and the business track records of relevant counterparties, keeping track of repaying abilities of
guarantors, studying the PRC laws, regulations and policies that may affect the industry trend in
relation to the trust products; and closely monitoring the fluctuations in market interest rate to select
appropriate products.

According to relevant agreements, financing parties, third parties or guarantors are requested to
provide security to the payment of principal and interest of our investments in trust plans. As of
December 31, 2016, approximately 38.1% of the fund extended under our investments in trust plans
were secured by third-party guarantees, approximately 34.3% of such funds were secured by
properties and land, and approximately 22.6% of these funds were secured by pledges of company
shares or accounts receivable. Approximately 5.0% of such fund was unsecured. In managing our
investments in trust plans, we only accept collateral in the form of properties and land with clear, legal
and valid title and ownership. The value of such collateral is assessed and determined by designated
appraisal institutions which meet our requirements. We typically require the loan-to-value ratio
(representing the financing amount to the value of the collateral) to be no more than 90%. We will not
invest in trust plans where the underlying assets are secured by pledges of company shares of value
less than the aggregate amount of principal and interest payable by the borrower. We will review the
business operations, financial condition, credit quality and the ability to repay of the guarantors to
ensure their capabilities of performing guarantee obligation.

We have been advised by King & Wood Mallesons, our PRC legal advisor, that in accordance
with the Trust Law of the PRC, trust assets shall be segregated from the assets owned by the trustee,
and may not be included in, or become part of, the trustee’s own assets. Therefore, any security
deposits obtained from the guarantor may not be used to repay the trust company’s own debts. The
security interests over the trust assets or our investments in trust plans should not be affected even if
the trust companies encounter financial difficulties.

For risk management measures we have adopted for our investments in trust plans, please see

“Risk Management — Credit Risk Management — Credit Risk Management for Our Financial Markets
Business — Investments in Non-standard Credit Assets.”
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Asset Management Plans

We enter into asset management contracts with quality asset management companies or reputable
securities companies who then proceed to invest our funds in specified products, primarily including
fixed income credit assets, through our designated accounts with third-party custodian banks. As of
December 31, 2014, 2015 and 2016, the balance of our investments in asset management plans was
RMB2,715.2 million, RMB13,787.8 million and RMB35,230.1 million, respectively.

The asset management contracts we enter into generally set out key terms including investment
scope and executive procedures for assets management plans. In addition, pursuant to the terms and
conditions of those contracts, we usually provide asset management companies or securities
companies with detailed written investment instructions including investment amount, investment
terms, interest rates and special bank accounts. Asset management companies or the securities
companies will be responsible for our loss resulting from their management of our entrusted funds if
they fail to carry out our investment instructions or breach the terms and conditions of the asset
management contracts. Custodian banks will be responsible for any losses incurred by the asset
management companies or securities companies or us as a result of their failure to perform custody
services in accordance with the asset management contracts. Asset management companies and
securities companies do not provide any guarantee in relation to the asset management plans they
sponsor.

The chart below illustrates the relationship among the parties involved in our investments in
asset management plans:

Securities companies / Fund
management companies / Insurance
companies (including their

subsidiary)
(Counterparties)
Repay
principal
and agreed- Repay principal and
upon returns agreed-upon financing
A 4 .
P of SPV _ costs/investment returns
« < Financing parties or other
Our Bank through Asset management plans through y p.
. . underlying assets
(Investor) custodian (SPV) custodian .
» (Underlying assets)
Invest in SPV Provide financing to

financing
parties/invest in other
underlying assets

Provide guarantee (if any)

_______________>

We evaluate asset management companies or securities companies cooperating with us
periodically in respect of their assets quality, regulatory compliance and reputation damages, so as to
update our cooperating companies list on a timely basis and thereby mitigate risk correlated with such
cooperation. During the Track Record Period, all of the counterparties to our investments in asset
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management plans were qualified under applicable laws and regulations to carry out their businesses.
As of December 31, 2014, 2015 and 2016, our investments in the asset management plans issued by
the five largest counterparties accounted for 87.3%, 78.3% and 67.5% of our total investment in asset
management plans, respectively.

The table below sets forth our five largest counterparties for asset management plans as of the
dates indicated.

As of December 31, 2014

% of
investments in
Total assets as Regulatory asset
of December ratings/Credit management
Nature 31, 2014 ratings Amount plans
(in millions of RMB, except percentages)
Company J..........c....... State-owned securities 28,269.2() BBB® 1,083.5 39.9%
company
Company W................ State-owned securities 19,135.5 N/A® 547.6 20.2%
company
Company L................. Asset management N/A® N/A® 344.8 12.7%
company controlled by a
state-owned trust
company
Company N.......cc..c.... Private securities 6,522.0 B® 197.0 7.3%
company
Company M ................ Asset management 1,617.0 N/A® 197.0 7.3%
company controlled by
securities companies
Total...........cooovvvinnnee. 2,369.8 87.3%
As of December 31, 2015
% of
investments in
Total assets as Regulatory asset
of December ratings/Credit management
Nature 31, 2015® ratings Amount plans
(in millions of RMB, except percentages)
Company O.......ccueeeene State-owned asset 21,701.0 N/A® 4,240.7 30.8%
management company
Company X.....cccovvne. Private asset management N/A® N/A® 2,288.5 16.6%
company
Company P................. Asset management 701,100.0 AA® 2,050.7 14.9%
company controlled by a
listed securities company
Company R................. State-owned securities 235,000.0 B® 1,107.9 8.0%
company
Company S ................. State-owned securities 1,545,000.0 AA® 1.107.2 8.0%
company
Total...........ccoovvrinnnen. 10,795.0 78.3%
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As of December 31, 2016

% of
investments in
Total assets as Regulatory asset
of December ratings/Credit management
Nature 31, 2016V ratings Amount plans
(in millions of RMB, except percentages)
Company U................. Asset management 1,011.0 N/A® 6,069.5 17.2%
company controlled by
government-owned
entities
Company O................. State-owned asset 13,236.0 N/A® 5,571.0 15.8%
management company
Company T................. Asset management 1.337.0 N/A® 5,044.7 14.3%
company controlled by
government-owned
entities
Company V.......ccc...... Private securities 11,460.8 BBB® 3,803.3 10.8%
company
Company P................. Asset management 18,050.8 BBB® 3,294.4 9.4%
company controlled by a
listed securities company
Total..........cooovviinniiii. 23,782.7 67.5%
Notes

(1) Source: each company’s annual report prepared on an unconsolidated basis.

(2)  As of the Latest Practicable Date, these companies’ annual reports were not publicly available.

3) Source: CSRC.

(4)  Source: There is no publicly available and reliable regulatory or credit rating.

The following table sets forth the breakdown of our investments in assets management plans in
terms of underlying assets as of the dates indicated.

As of December 31,

2014 2015 2016
Amount % of total Amount % of total Amount % of total
(in millions of RMB, except for percentages)
Debt securities ........oveeriveeeeiineennnnnns — — 2,525.2 18.3% 6,270.9 17.8%
Bank deposits .......ccooeeiiiiiiiiiiiiiin. — — 1,990.0 14.4% 11,114.2 31.5%
Fixed-income credit assets .............. 2,518.2 92.7% 9,272.6 67.3% 14,915.7 42.3%
Wealth management products .......... 197.0 7.3% — — 2,929.3 8.4%
Total........oooviiiiiiiiiie e 2,715.2 100.0 % 13,787.8 100.0 % 35,230.1 100.0 %

Similar to our investments in trust plans, we only accept collateral in the form of properties and

land with clear, legal and valid title and ownership in managing investments in asset management
plans. The value of such collateral is assessed and determined by designated appraisal institutions
which meet our requirements. For details of the credit approval procedures for our asset management
plans, please see “Risk Management — Credit Risk Management — Credit Risk Management for Our
Financial Markets Business — Credit Risk Management for Investments in Standard Investment

Products and Non-standard Credit Assets”.
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Wealth Management Products Issued by Other PRC Commercial Banks

We invest in wealth management products issued by other PRC commercial banks. As of
December 31, 2016, we invested in a total number of 41 wealth management products issued by nine
PRC commercial banks. These banks, as the issuers and managers of the wealth management products,
may invest the proceeds in debt securities or trust plans, asset management plans and other relevant
assets. During the Track Record Period, the wealth management products we invested in included
principal protected products with fixed or floating investment yields and non-principal protected
products with floating investment yields depending on the portfolio investments under each product.

According to the agreements we entered into with other PRC commercial banks issuing wealth
management products, we are generally requested to deposit payment for purchasing relevant wealth
management products to bank accounts designated by the commercial banks issuing such wealth
management products. Such commercial banks generally make repayment of principal and investment
yields upon the maturity of the products according to terms and conditions in relevant agreements. In
addition, the commercial banks issuing relevant wealth management products are entitled to
commissions and/or administration fees. Pursuant to relevant agreements, commercial banks issuing
wealth management products can, at their discretion, partially or entirely terminate the agreements in
advance, upon occurrence of certain events listed in the agreements, including material adverse
development in general economic conditions, regulations or policies.

The following chart illustrates the relationship among the parties involved in our investments in
wealth management products issued by other PRC commercial banks:

Other PRC commercial banks
(Counterparties)

Repay
principal
and agreed- Repay principal and
upon returns agreed-upon financing
A 4 .
| of SPV | costs/investment returns
<« <« Financing parties or other
Our Bank through Wealth Management through & P
R Products R underlying assets
(Investor) custodian custodian K
» (SPV) - - > (Underlying assets)
Invest in SPV Provide financing to
A financing

parties/invest in other
underlying assets

As of December 31, 2014, 2015 and 2016, top five counterparties to our investments in the
wealth management products issued by other PRC commercial banks accounted for 92.4%, 62.7% and
91.8%, respectively, of our total investments in wealth management products issued by other PRC
commercial banks as of the same dates.
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The table below sets forth our five largest counterparties for wealth management products as of

the dates indicated.

As of December 31, 2014

% of
investments in
Total assets as Regulatory wealth
of December  ratings/Credit management
Nature 31, 2014 ratings Amount products
(in millions of RMB, except percentages)
Large commercial bank 15,251,382.0 A® 613.4 35.7%
. Joint-stock commercial bank 4,406,399.0 AAA® 424.0 24.6%
Large commercial bank 15,891,159.0 A® 284.0 16.5%
Large commercial bank 19,553,715.0 A® 150.8 8.8%
Large commercial bank 16,319,783.0 AAA® 116.9 6.8%
1,589.1 92.4%
As of December 31, 2015
% of
investments in
Total assets as Regulatory wealth
of December  ratings/Credit management
Nature 31, 2015 ratings Amount products
(in millions of RMB, except percentages)
Bank F........ooooeiiiils Joint-stock commercial bank 3,167,710.0 AAA® 2,985.0 15.9%
Bank G ........oooooeiinls City commercial bank 716,464.6 AAA® 1,990.0 10.6%
Bank H.oooooovvvveeeeel City commercial bank 1,449,140.5 Baa2® 1,990.0 10.6%
Bank A ...l Large commercial bank 16,815,597.0 AAA® 1,791.0 9.6%
Bank I .coooeeiiiiiiennee, Joint-stock commercial bank 5,122,292.0 AAA® 1,492.5 8.0%
Bank J ..ol Joint-stock commercial bank 2,507,149.0 AAA® 1,492.5 8.0%
Total...........coeovveennnnnn. 11,741.0 62.7%
As of December 31, 2016
% of
investments in
Total assets as Regulatory wealth
of December  ratings/Credit management
Nature 31, 2016V ratings Amount products
(in millions of RMB, except percentages)
Joint-stock commercial bank 2,800,983.0 AAA® 11,044.5 32.2%
. Joint-stock commercial bank 5,709,692.0 AAA® 6,994.9 20.4%
Joint-stock commercial bank 2,273,723.0 AAA® 5,472.5 16.0%
Joint-stock commercial bank 5,857,263.0 AAAP 3,980.0 11.6%
Joint-stock commercial bank 3,836,367.0 AAA® 3,980.0 11.6%
31,471.9 91.8%
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Note:

(1) Source: each company’s annual report prepared on an unconsolidated basis.

(2)  Source: publicly available rating reports on third-party websites.

As of December 31, 2016, all of our investments in wealth management products issued by other
PRC commercial banks were non-principal protected. As of December 31, 2014, 2015 and 2016, the
balance of our investments in wealth management products issued by other PRC commercial banks
was RMB1,720.1 million, RMB18,719.2 million and RMB34,287.7 million, respectively. For details
on risk management on our investment in wealth management products, please see “Risk Management
— Credit Risk Management — Credit Risk Management for Our Financial Markets Business — Credit
Risk Management for Investments in Standard Investment Products and Non-standard Credit Assets —
Investments in Non-standard Credit Assets”.

Investment Funds and Others

In managing this business line, we mainly invest in investment funds, which then use our funds
to invest in credit assets, debt securities, wealth management products and financial assets issued by
non-financial institutions. From time to time, we may directly invest in debt securities when we deem
appropriate. As of December 31, 2016, our investments in investment funds and others amounted to
RMB12,119.7 million.

All the investment funds in which we invest are subject to the supervision and regulation by the
CBRC and other relevant regulatory authorities, and have the required qualifications for investment
fund offerings, as well as extensive experience, established reputation and solid performance in the
industry.

To manage risks associated with our investment in investment funds, we have adopted the
following measures: (i) investments are centrally managed at our head office, which is the sole
responsible office for the approval and review of such investment business; (ii) our investment
banking team is required to fully understand the operations, historical performance, investment scope
and strategies of the fund managers before making any investments; (iii) the investment plan shall be
reviewed and evaluated by specific risk management department, and then submitted to authorized
committees for final approval; (iv) we communicate with fund management companies periodically
and reallocate or rearrange our investments based on their operations scales and conditions; (v) the
underlying financing parties in our investments are required to provide adequate collateral or
irrevocable third party-guarantees. We only accept collateral in the form of properties and land with
clear, legal and valid title and ownership in managing such investments. The value of such collateral
is assessed and determined by designated appraisal institutions which meet our requirements.

Wealth Management

During the Track Record Period, we issued our own wealth management products to our
corporate banking, retail banking and interbank customers and used the proceeds generated therein to
invest in various financial products for profit. For the years ended December 31, 2014, 2015, and
2016, wealth management products issued by us amounted to RMB12,561.9 million, RMB18,758.4
million and RMB75,612.2 million, respectively. The table below sets forth a breakdown, by size of
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each tranche, of accumulative total amount of the wealth management products issued by us during
the periods indicated.

Year ended December 31,

2014 2015 2016
Number of Number of Number of
tranches Amount of tranches Amount of tranches Amount of
issued proceeds issued proceeds issued proceeds

(in millions of RMB, except number of tranches)

Up to RMB10.0 million .................. 4 28.1 1 10.0 8 67.1
Over RMB10.0 million to

RMB50.0 million............coouunennnn. 46 2,134.3 13 427.0 84 2,847.2
Over RMB50.0 million to

RMB100.0 million ...........coeevrennn. 68 6,699.6 21 1,724.2 111 9,766.4
Over RMB100.0 million to

RMB500.0 million ..................... 27 3,699.9 45 12,152.5 247 58,779.8
Over RMB500.0 million.................. — — 7 4,444.7 6 4,151.8
Total.........cooooiiiiiiiiiie e 145 12,561.9 87 18,758.4 456 75,612.2

In designing our wealth management products, we study specific demands of different groups of
target customers in the market and adjust specifications of our products accordingly. While mitigating
the risks based on customers’ risk tolerance, we seek to maximize returns to our customers by market
anticipation and the integrated use of various investment strategies and techniques during the
investment management process. We also emphasize on providing customers with convenient access
to such products at our distribution network and online platforms. In March and August 2015, we
began to issue a series of wealth management products under the brand “Heyday Fortunes
(S & BA )", containing both principal protected and non-principal protected wealth management
products, to retail banking customers first followed by corporate banking customers. For details,
please see “ — Corporate Banking — Other Fee- and Commission-Based Corporate Banking Products
and Services — Corporate Wealth Management Services” and “ — Retail Banking — Fee- and
Commission-Based Retail Banking Products and Services — Personal Wealth Management Services”.

The table below sets forth the breakdown of wealth management products issued by us into
principal protected and non-principal protected products as of the dates indicated.

For the year ended December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Principal protected products ........... 9,113.7 72.6% 2,828.6 15.1% 15,644.7 20.7%
Non-principal protected products..... 3,448.2 27.4% 15,929.8 84.9% 59.967.5 79.3%
Total.......ccooviiiiiiiiiiiiiiiiiiii 12,561.9 100.0% 18,758.4 100.0% 75,612.2 100.0%

In compliance with the CBRC’s requirements, we manage each of our wealth management
products independently through separate accounts and book-keeping, with each of our wealth
management products earmarked for its underlying investment.

Pursuant to the Measures for the Administration of the Sale of Wealth Management Products of
Commercial Banks (3817 A A 5 858 & 2L ) ) (CBRC Order [2011] No. 5) issued by the
CBRC in 2011, we classify our wealth management products into five categories based on their risk
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levels: Level 1 refers to low risk; level 2 refers to low-medium risk; level 3 refers to medium risk;
level 4 refers to medium-high risk and level 5 refers to high risk. During the Track Record Period, we
correlated the risk levels of our wealth management products to the risk tolerance level of customers
and only issued level 1, level 2 and level 3 products.

The table below sets forth details of the wealth management products issued by us by different
level of risk during the periods indicated.

Year ended December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Risk Level ..ooooviiiiiiiiiiiiini

Level 1 oo 3,957.9 31.5% 1,475.2 7.9% 15,644.7 20.7%
Level 2 i 8,604.0 68.5% 15,734.1 83.9% 41,277.7 54.6%
Level 3. — — 1,549.1 8.3% 18,689.8 24.7%
Total.......ooooviiiiiieiiiieee e 12,561.9 100.0 % 18,758.4 100.0 % 75,612.2 100.0 %

We invested the proceeds from our wealth management products mainly in bonds, funds, reverse
repurchase of debts securities, interbank deposits and Non-standard Credit Assets. The table below
sets forth breakdown of the outstanding amount of our wealth management products by type of
investments as of the dates indicated:

As of December 31,

2014 2015 2016

Amount % of total Amount % of total Amount % of total

(in millions of RMB, except for percentages)

Bonds ..oveeieiiiiiiieee e 2,231.8 61.9% 11,418.6 82.0% 22,592.4 79.1%
Money Market Investments‘".......... 1,374.7 38.1% 340.8 2.4% 1,250.7 4.4%
Non-standard Credit Assets ............. — — 2,180.0 15.6% 4,726.2 16.5%
Total....ccooeeeviiiiiiiieeeeeeee e 3,606.5 100.0% 13,939.4 100.0% 28,569.3 100.0 %
Note:

(1)  Primarily include our investments in money market funds, interbank negotiable certificates of deposit, cash, reverse

repurchase agreement.

During the Track Record Period and as of the Latest Practicable Date, all wealth management
products issued by us had been under normal operation with the payment of principal and interest duly
made without any default, and we did not record loss on any of our non-principal guaranteed wealth
management products.

Debt Securities Underwriting and Distribution

Since the establishment of our Bank, we strived to develop our investment banking team to
participate in debt securities underwriting and distribution business to provide our customers with
comprehensive financial services and further leverage our strong capacity in managing capital market
transactions and broad customer base. In February 2016, we became a member of the underwriting
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syndicates of financial debt securities issued by three policy banks, namely China Development Bank,
Export-Import Bank of China and Agricultural Development Bank of China. As of December 31, 2016,
the aggregate principal amount of debt securities that were underwritten and distributed by us
amounted to RMB15.1 billion. In addition, in October 2016, we obtained the qualification from
NAFMII to distribute debt instruments issued by non-financial institutions.

Bill Discounting and Rediscounting

We engage in interbank discounts of commercial bills with other qualified financial institutions
or rediscounts of commercial bills with the PBoC, to generate working capital and income from
interest spreads. We offer interbank discount services such as bills buyout, bills sell-out, bills held
under reverse repurchase agreements and bills held under repurchase agreements. We rediscount bills
in accordance with the regulations of the PBoC.

PRICING

In compliance with applicable PRC regulatory requirements, we have established a competitive
pricing mechanism. In determining the price of our products and services, we take into account various
factors, including cost of funds, management costs, risk exposure and expected yield. We also evaluate
the overall market conditions as well as prices for similar products and services offered by our
competitors. Our pricing policies and benchmark prices are formulated and determined by Assets and
Liabilities Management Committee at our head office. Our business units determine specific prices for
their products and services within their respective authorizations granted by Planning and Finance
Department at our head office.

Loans

The PBoC regulates the pricing for certain commercial banking products and services such as our
RMB-denominated loans. On July 20, 2013, the PBoC lifted restrictions on interest rates financial
institutions can charge, and abolished the minimum rates for RMB-denominated loans. According to
the current PBoC rules, we may charge interest rates through commercial negotiations. With respect
to interest rates for residential mortgage loans, under a notice issued by the State Council, effective
from March 17, 2009, the lowest interest rate we may charge for personal housing loans is 70% of the
PBoC benchmark interest rate of the same term. Since May 11, 2010, the lowest interest rate we may
set on personal housing loans for a second residential property is 110% of the PBoC benchmark rate.
Please see “Regulation and Supervision — Pricing of Products and Services”.

When determining our pricing, we take various factors into account, including the borrower’s
financial condition and credit rating, the nature and value of collateral, the term of the loan, the
intended use of the loan and prevailing market conditions. We also consider cost of capital, cost of
tax, management cost, general risk cost, and expected rates of return.

Deposits

Since October 24, 2015, the cap on interest rates on RMB-denominated deposits for financial
institutions including commercial banks was removed by the PBoC. We may offer our key corporate
banking customers negotiated interest rates for their deposits based on the PBoC prescribed rates when
we deem appropriate. The PBoC has liberalized interest rates on interbank placings, and we determine
such rates based primarily on our assets and liabilities management policies and the market interest
rate. Our Assets and Liabilities Management Committee is responsible for the review and monitoring
of our deposit pricing policies. Please see “Supervision and Regulation — Pricing of Products and
Services” for details.
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Fee- and Commission-based Products and Services

With respect to fee- and commission-based products and services, we charge our services
pursuant to government guidance prices or market conditions. Products and services involving the
implementation of government guidance prices include basic RMB settlement business specified by
the CBRC and NDRC. We adjust the prices of fee- and commission-based products and services based
on factors such as the market and costs, which include constantly changing market conditions, costs
of providing the products and services, and prices for similar products and services offered by our
competitors. Please see “Supervision and Regulation —Pricing of Products and Services”.

MARKETING

We have adopted a customer-oriented approach to manage our marketing and have established a
professional and efficient marketing team. Our head office takes charge of formulating our overall
business plans and strategies, carrying out bank-wide marketing initiatives and guidelines, and
supervising the implementation of such plans and strategies in our branches and sub-branches.
Branches and sub-branches generally conduct marketing activities in their respective regions and
collect valuable feedback from customers for reference in future plan formulation. In order to provide
high-quality customer service, we highly emphasize teamwork and cross-department coordination in
our marketing activities.

For our corporate banking business, we strive to establish and maintain long-term and
comprehensive strategic cooperative relationships with core corporate and institutional customers. To
improve the efficiency of marketing efforts in targeting new corporate banking customers, we have
taken a variety of measures, including setting up specialized departments and adopting innovative
marketing measures. To better target customers from strategically important industries and to provide
them with more professional services, we established (i) Healthcare Business Department, taking
charge of pharmaceutical and medical equipment enterprise customers; (ii) Modern Agriculture
Business Department, taking charge of enterprises in agriculture, forestry, animal husbandry and
fishery as well as their upstream and downstream enterprises in their supply chains; (iii) Auto Finance
Center, taking charge of car manufacturing and distribution enterprises; and (iv) Real Estate Business
Department, taking charge of real estate enterprises, all of which are staffed with professional
personnel who have years of experience in relevant industries. To better approach different types of
our corporate banking customers, we established Conglomerate Customer Department and
Institutional Customer Department. For details, please see “ — Our Principal Business Activities —
Corporate Banking — Corporate Banking Customer Base”.

Capitalizing on our well-established relationship with local governments and to further tap into
dynamic economic activities across Henan Province, we focus on identifying and capturing business
opportunities arising from cooperation with local governments. As of the Latest Practicable Date, we
entered into strategic cooperation agreements with different governments covering 17 cities and 10
counties directly administered by provincial government in Henan Province, which allows us to fully
participate in (especially in the form of providing professional financial advice and carrying out
comprehensive financial services) local government-led financial projects, including infrastructure
construction, industrial restructuring and upgrading, implementation of agriculture modernization,
reform and innovation of rural financial service as well as development of small and micro enterprises.
We believe that such strategic cooperation gets us more exposure to a broader base of customer group
and a more diversified business opportunities arising from the local economy.

We adopted a “Channel and Platform (#£%%E > #5°7-A)” mechanism, where we emphasize on
attracting corporate banking customers in bulk. By utilizing our stable and well-founded relationship
with fiscal and local government agencies, we have built up strategic cooperation with them, through
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which we have approached a large number of enterprises with strong market positions or prospective
growth potential, their subsidiaries and their upstream and/or downstream related parties. As of the
Latest Practicable Date, we entered into strategic cooperation agreements with 16 city governments
and 10 governments of county administrated directly by provincial government. Through such
arrangement, we are able to offer our financial services to a number of local enterprises with great
growth potentials. In addition, we have entered into strategic cooperation agreement with Henan
SASAC, dedicated to supporting the industrial restructuring of large state-owned enterprises and
industrial leading enterprises located in Henan Province. We entered into strategic cooperation
agreement with Henan Provincial Science and Technology Department, and became the first batch of
banks to extend “Science and Technology Loans (F}4%#)” to medium and small enterprises focusing
on technology innovation; and we entered into a strategic cooperation agreement with Henan
Provincial Department of Commerce to support the construction of China (Zhengzhou) Cross-border
E-commerce Comprehensive Pilot Area. By becoming a government-cooperation bank, providing
comprehensive banking services and cross-selling our products to these enterprises, we managed to
enhance customer loyalty, generate income and expand our corporate banking customer base.

In managing our retail banking business, we established a multi-layered customer service system
comprising branches, wealth management centers and online channels, and promoted the cooperation
of professional team and cross-departmental collaboration. In addition, we have been constantly
equipping ourselves with the ability to collect and analyze credit record of individual clients, their
consumption behavior patterns as well as market trend, based on which we could design or fine-tune
various banking products and services that meet their specific investment needs or provide more
convenient services in their daily lives, covering education, medicare and public transportation which
in turn could improve customer loyalty and our profitability. For instance, we have developed
“hospital self-register” service where customers could make appointment for hospital visit online
simply by using our mobile banking service. In order to secure stable and quality customers in bulk,
we cooperated with several schools, hospitals and bus companies to launch a range of services such
as “School Pass (#f#—R4#Hi)”, “Medical Pass (8% — R~#%H)” and “Bus Pass (/A2 —K4H)”, which
combined bank cards with other special services into one, enabling our card holders to pay tuition
fees, hospital charges and bus fares by using our bank cards.

DISTRIBUTION NETWORK

We provide our banking products and services through our extensive distribution channels,
consisting of a branch network, electronic banking channels and our village and township banks.

Branch and Sub-branch Network

Since the Reorganization of Thirteen City Commercial Banks in December 2014, we had further
expanded our branch and sub-branch network so as to penetrate new markets through providing quality
services. As of December 31, 2016, we had one head office, 17 branches, 421 sub-branches, including
305 city-level sub-branches, 116 county-level and township-level sub-branches, a total of 439 outlets,
which covered all 18 provincial cities in Henan Province and 82 counties, representing approximately
80% of all counties across Henan Province.

To provide our customers with tailor-made services and to better serve those in certain fields or
industries, we established specialized sub-branches directly operated and managed by our head office.
As of December 31, 2016, we had one specialized sub-branch offering services specifically to
institutional customers and another one targeting customers in the automobile industry.
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The following map indicates the distribution of our outlets in Henan Province as of December
31, 2016.

Zhengzhou:
One head office
nine city-level sub-branches
two county-level sub-branches
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The following table sets forth the number of our outlets as of the dates indicated.

As of December 31,

2014 2015 2016

Number % of total Number % of total Number % of total
Zhengzhou ......oovviiiieiiiiiiiiiiieeeeeeee 2 0.5% 2 0.5% 12 2.7%
Kaifeng......ccooovvviiiinieiiiiiiiiiiee 34 7.9% 37 8.5% 34 7.7%
XINYANZ .eeeeeiiiiiiiieee e 29 6.8% 29 6.7% 30 6.8%
ANYANZ .ot 27 6.3% 28 6.5% 28 6.4%
Hebioouuiiiiieciiiiii e 20 4.7% 20 4.6% 19 4.3%
LUONE wevvnieiiiiiiiiiee e 23 5.4% 23 5.3% 19 4.3%
NaNyang .....cooovvveinneeeeiiiiiiiineeeeeeenns 64 15.0% 64 14.7% 53 12.1%
Pingdingshan..............cooooeiiinn. 1 0.2% 2 0.5% 7 1.6%
Puyang.......cccovvviiinnneiiiiiiie e 26 6.1% 26 6.0% 26 5.9%
Sanmenxia ......cooovviiiiiieneiiiiiiiies 30 7.0% 30 6.9% 28 6.4%
Shangqit.......ocooiiiiiiiinnniiiiis 36 8.4% 36 8.3% 42 9.6%
XINKIANE coeeeeeeiiiiiieee e 44 10.3% 45 10.4% 43 9.8%
Xuchang .....oooovviiiiieiiiiiiiieeeeeee 30 7.0% 30 6.9% 28 6.4%
ZhouKou ...ooovviiiiiiiiieeeii e 30 7.0% 30 6.9% 31 7.1%
Zhumadian ........ccooeeeeeiiiiiiiiiinneeeeeen, 32 7.5% 32 7.4% 36 8.2%
JHIA0ZUO ooiiiii i — — — — 1 0.2%
Jiyuan .....cooooviiiinii — — — — 1 0.2%
Luoyang.....oooceeveneiiiiineiiiineiiie e — — — — 1 0.2%
Total.......oooooiiiiiiiiiiiic 428 100.0% 434 100.0% 439 100.0%

We believe that our branch network plays an important role in developing our brand and
providing quality services to our customers. We have continuously set up new branches and
sub-branches to cover new areas and relocated the existing market outlets, so that we could optimize
our distribution network coverage, streamline business structure and expand our customer base by
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improving our penetration in existing regions while expanding our reach in new areas. In 2015, we set
up six new sub-branches and relocated 18 sub-branches. In 2016, we set up three branches, 29
sub-branches, relocated 27 sub-branches and closed 27 sub-branches. In order to develop our business
with a well-structured channel system, such distribution network optimization will continue.

Village and Township Banks

As of December 31, 2016, the Bank had a total of nine village and township banks which we
inherited from the Thirteen City Commercial Banks. As of December 31, 2014, 2015 and 2016, the
total assets of these village and township banks amounted to RMB4,229.4 million, RMB5,642.9
million and RMB7,419.6 million, respectively.

The Bank had control over four out of nine village and township banks through holding of more
than 50% of their shares. The remaining five village and township banks were aligned with the Bank
through acting-in-concert agreements. As of December 31, 2016, these village and township banks had
total assets of RMB7,419.6 million, total deposits of RMBS5,214.3 million and total loans of
RMB4,953.9 million among which, RMB4,275.2 million, RMB2,682.8 million and RMB3,095.1
million were from the five non-majority-owned village and township banks, respectively. For the years
ended December 31, 2014, 2015 and 2016, our operating income attributable to these village and
township banks amounted to RMB276.5 million, RMB378.9 million and RMB385.2 million,
respectively, accounting for 2.9%, 3.4% and 3.3% of the Group’s total operating income, respectively,
among which, RMB147.5 million, RMB229.5 million and RMB222.5 million were generated from the
non-majority-owned village and township banks. During the same periods, net profit of all village and
township banks amounted to RMB64.0 million, RMBS57.1 million, and RMBI142.2 million,
respectively, among which, RMB10.4 million, RMB1.7 million and RMB78.3 million, respectively,
were attributable to the non-majority-owned village and township banks. As of December 31, 2016,
all village and township banks had a total number of 50 outlets and 725 employees, including 28
outlets and 373 employees of the five non-majority-owned ones.

Besides acting-in-concert arrangements, the Bank also exercises its control over three out of five
non-majority-owned village and township banks through control over their board compositions
pursuant to relevant terms in their articles of associations, according to which, directors appointed by
the Bank shall account for a majority of board members. As of the Latest Practicable Date, for the
remaining two non-majority-owned village and township banks, directors appointed by the Bank
accounted for a majority of board members in one bank and a minority in the other. In addition, as
of the Latest Practicable Date, the Chairman of each of these five non-majority-owned village and
township banks was appointed by the Bank. For details of the acting-in-concert arrangements, please
see “Our History and Development Our Subsidiaries — Concert Party Arrangement for Certain
Subsidiaries”.

Our village and township banks provide local corporate and retail banking customers with a
broad range of financial products and services, including commercial and consumer loans, bill
discounting, deposits from customers and fee- and commission-based products and services, such as
settlement services, remittance services and bank card services. In furthering our Bank-wide strategic
initiative of “Internetization and Ruralization of Banking Services (L #4 ~4F)”, we intend to
incorporate our village and township banks into our comprehensive service offering channels, to take
advantages of their existing local market position and customer base in villages and townships,
thereby allowing us to further penetrate our services and raise our brand awareness.

— 222 —



BUSINESS

Management of Our Village and Township Banks

Each of our nine village and township banks is an independent legal entity regulated by the
CBRC. In compliance with the requirements of the CBRC, we respect the independent operation of
these village and township banks and strive to maintain their autonomous operation. Each of our
village and township banks is different in terms of its geographic locations, target market, customer
base, and product offerings, and they generally have smaller business scale and offer fewer products
and services than our Bank. We believe an autonomous operation business model enables the village
and township banks to leverage their local networks and customer relationships, and to become more
responsive to changes in their markets.

Based on the foregoing, the Bank allows the nine village and township banks to make their own
business decisions and maintain their own information technology, risk management, internal control
and financial reporting systems. Although we do not directly participate in their business operations,
we manage these village and township banks through providing overall strategic guidance, monitoring
the implementation of operating policies and participating in their decision-making processes that are
of significance in their development. In December 2014, we established a Village and Township Bank
Management Department in our head office to better guide, assist and supervise them to achieve stable
improvements in business and operational performance.

Financial Reporting and Information Technology

Our village and township banks adopt separate information technology systems that operate
independently from that of our Bank. Our village and township banks have their own information
technology teams responsible for the daily management of their information technology system while
we offer technological support and guidance to them. Although we have not incorporated the
information technology systems of our village and township banks into our real-time financial
reporting system, we are able to access and manage key data and information of our village and
township banks on a timely basis.

We have promulgated the Zhongyuan Bank Village and Township Bank Information Reporting
Policy, which sets forth detailed requirements for our village and township banks to periodically or
ad hoc report to our Village and Township Management Department at the head office.

° Weekly Report. On every Monday morning, our village and township banks must report the
loan and deposit data, including the balances of their loans and deposits as of the end of
previous week ended on Sunday, as well as respective growth rates compared to the
corresponding balances as of the beginning of the year, to our Village and Township
Management Department in accordance with our standard template.

° 10-day Report. On the first, the 11th and the 21st of every month, our village and township
banks must report the balances of their loans, deposits (including deposits from corporate
and retail customers, and interbank deposits) and total assets as of the specific dates, as
well as respective growth rates compared to the corresponding balances as of the beginning
of the year, to our Village and Township Management Department in accordance with our
standard template.
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° Monthly Report. At the beginning of every month, our village and township banks must
report the balances of their loans, deposits (including deposits from corporate and retail
customers, and interbank deposits) and total assets as of the end of previous month, as well
as respective growth rates compared to the corresponding balances as of the beginning of
the year, certain financial indicators (including loan-to-deposit ratio, return on assets,
liquidity ratio, cost-to-income ratio, non-performing loan ratio, allowance coverage ratio,
capital adequacy ratio and loan concentration on a single customer), operating income from
the beginning of the year and other information which may be requested by our Village and
Township Management Department in accordance with our standard template.

° Quarterly, Semi-annual and Annual Report. The information required to be reported by our
village and township banks include reports that are:

o Financial-related, such as financial statements, operational analysis and reports of risk
alert or regulatory indicators that are reported to the CBRC;

o Auditing-related, such as special audit reports, annual internal control evaluation
reports and internal audit working reports;

° Risk-related, such as five-category loan classification reports, special credit
inspection reports and annual compliance risk management reports;

° Operation-related, such as annual operation and work plans (including annual
financial budget), annual credit management policies and annual evaluation of the
senior management;

° Institution establishment-related, such as annual institution establishment plans; and

° Human resource-related, such as annual recruiting plans, staff turnover lists and
recruiting summaries.

In addition, we require our village and township banks to report urgent or important matters, such
as material administrative penalties and operating losses of RMBS5 million or more, on a timely basis.
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The following chart sets forth the financial reporting process of the village and township banks
to the Bank.

The Bank
Senior Management
Assistance President of Our Bank
(Chief Risk Officer)
Village and Township
Management Department
Preparation of Monitoring Calculaticlm
Consolidated Intra-group and An;lysns of
Financial Transactions Risk
Information Management
Consolidated Financial Reporting Platform
Village and Township Bank (1) Financial data to be uploaded to the consolidated financial
reporting system on a weekly, monthly, quarterly, semi-annual and
annual basis.

(2) Additional or up-to-date information may be uploaded on an as
needed basis.

Review of
Financial

Head of Financial Planning Department
Statements

Compilation of
Financial
Statements

Personnel of Financial Planning
Department

Compliance and Internal Control

As a separate legal entity, each of our village and township banks is subject to inspections and
reviews by the PRC regulatory authorities (including PBOC, CBRC, SAFE and SAT) and their
respective local counterparts. Each of our village and township banks has its own compliance system
and must individually satisfy the regulatory requirements. Each of our village and township banks
utilizes its information technology system to monitor its key indicators to maintain their compliance
with the regulatory requirements. For instance, each of our village and township banks monitors the
total loan amount to every single borrower to make sure it is within the lending limit of 10% of its
regulatory capital. During the Track Record Period, except for Qixian Zhongyuan County Bank as
described below, none of our village and township banks exceeded the lending limit of 10% of its
regulatory capital with respect to every single borrower. Our head office also closely monitors the
major regulatory indicators that we shall follow, including but not limited to capital adequacy ratios,
core liabilities ratio, liquidity gap ratio, loan concentration ratio, cost-to-income ratio, return on assets
ratio, return on capital ratio, non-performing loan ratio and allowance coverage ratio of our village
and township banks through reviewing their monthly financial reports.
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During the Track Record Period, some of our village and township banks did not meet the

regulatory requirements for certain operating and profitability indicators:

(i)

(ii)

(iii)

(iv)

Allowance coverage ratios. As of December 31, 2015, one of our nine village and township
banks, Qixian Zhongyuan County Bank, did not meet the regulatory requirement for the
allowance coverage ratio. As of December 31, 2015, the allowance coverage ratio for this
non-compliant village and township bank was 107.33%, while the regulatory requirement
was no less than 150%. This non-compliance was caused by negligence of the relevant
employees, who did not make sufficient provisions. Qixian Zhongyuan County Bank
rectified this non-compliance shortly after discovering the issue by making sufficient
provisions.

Loan concentration on a single customer. As of December 31, 2014, one of our nine village
and township banks, Qixian Zhongyuan County Bank, did not meet the regulatory
requirement for the loan concentration on a single customer. As of December 31, 2014, the
loan concentration on a single customer for Qixian Zhongyuan County Bank was 22.5%,
while the regulatory requirement was no more than 10%. As a result, our Qixian Zhongyuan
County Bank was imposed a fine of RMB500,000 by Hebi Municipal Office of the CBRC.
This non-compliance was caused by negligence of the relevant employees, who did not
comply with the internal procedures before granting the loan. Qixian Zhongyuan County
Bank rectified this non-compliance shortly after discovering the issue by recovering the
relevant loans from that customer and by enhancing internal trainings.

Average loan balance per account. As of December 31, 2014, the average loan balance per
account of Xinxiang Xinxing County Bank did not meet the regulatory requirement. As of
December 31, 2015, the average loan balance per account of Suiping Hengsheng County
Bank did not meet the regulatory requirement. As of December 31, 2014 and 2015, the
average loan balance per account for the non-compliant village and township banks was
RMB2.3 million and RMB1.1 million, respectively, while the regulatory requirement was
no more than RMB1.0 million. Such non-compliance was caused by the strong demand of
capital by local customers of Xinxiang Xinxing County Bank and Suiping Hengsheng
County Bank and their negligence to strictly monitor the average loan balance per account
for certain customers. As of December 31, 2016, Xinxiang Xinxing County Bank and
Suiping Hengsheng County Bank had rectified this non-compliance by adjusting their
market positioning.

Ratio of loans by single account holders of RMBS million or below. As of December 31,
2014, 2015 and 2016, two, one and one, respectively, of our nine village and township
banks did not meet the regulatory requirement for ratio of loans by single account holders
of RMBS5 million or below. As of December 31, 2014, 2015 and 2016, the ratio of loans by
single account holders of RMBS5 million or below for these non-compliant village and
township banks ranged from 48.5% to 61.0%, while the regulatory requirement was no less
than 70%. The non-compliance was caused by the deviation from the marketing positioning
of the relevant village and township banks by granting large amount loans to their
customers. We issued the Notice to Further Strengthen the Sinking of the Market
Positioning of the Village and Township Banks (€[ #E— 5 i Ak A SR AT 7 5 22 1o ik
¥H T UL SE)) to guide our village and township banks to grant their loans to small
amount customers. The ratio of loans by single account holders of RMBS5 million or below
were in compliance with the regulatory requirements as of the Latest Practicable Date.
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(v) Asset profitability ratio. For the years ended December 31, 2014, the asset profitability
ratio of Lushi Defeng County Bank did not meet the regulatory requirement. For the years
ended December 31, 2016, the asset profitability ratio of Xinxiang Xinxing County Bank
did not meet the regulatory requirement. For the years ended December 31, 2014 and 2016,
the asset profitability ratio of the village and township bank that did not meet the regulatory
requirement was 0.77% and 0.15%, respectively, while the regulatory requirement was no
less than 1%. This non-compliance was caused by the decreasing profitability of these
village and township banks as a result of the general economic downtown and the decreases
of in the interest rate margin. We have requested these village and township banks to
promote innovative products to widen their income sources and to increase their
profitability.

(vi) Capital profitability ratio. For the years ended December 31, 2014, 2015 and 2016, the
capital profitability ratio of three, two and two, respectively, of our nine village and
township banks did not meet the regulatory requirement. For the year ended December 31,
2014, 2015 and 2016, the capital profitability ratio of the village and township banks that
did not meet the regulatory requirement ranged from 0.46% to 10.96%, while the regulatory
requirement was no less than 11%. This non-compliance was caused by the decreasing
profitability of these village and township banks as a result of the general economic
downtown and the decreases of in the interest rate margin. We have requested these village
and township banks to promote innovative products to widen their income sources and to
increase their profitability.

(vii) Cost-to-income ratio. For the years ended December 31, 2014, 2015 and 2016, the
cost-to-income ratio of five, seven and nine, respectively, of our nine village and township
banks did not meet the regulatory requirement. For the year ended December 31, 2014,
2015 and 2016, the cost-to-income ratio of the village and township banks that did not meet
the regulatory requirement ranged from 38.24% to 82.67%, while the regulatory
requirement was no more than 35%. This non-compliance was caused by the high operating
cost of these village and township banks as a result of their expansion of network and
increases in employees to develop their business. We have requested these village and
township banks to control their management cost and widen their income sources.

During the Track Record Period, except for the aforementioned administrative penalty of
RMB500,000 imposed on our Qixian Zhongyuan County Bank, we did not receive any other
administrative penalties as a result of the non-compliance with regulatory indicators. However, failure
to meet the regulatory indicators may adversely impact the regulatory ratings of our village and
township banks, which may potentially result in increased attention and inspections by the regulators
on these banks, imposition of certain restrictions on their products and businesses, regulators’
interviews with our directors, officers and supervisors, as well as regulators’ demands for rectification
actions.

In addition, as advised by our PRC legal advisor, King & Wood Mallesons, failure to meet the
regulatory indicators may be viewed by the bank regulatory authorities as a violation of prudent
operation rules, which, depending on the severity of the non-compliance, could lead to a number of
regulatory actions including, for example, the imposition of a timeline for us to rectify the
non-compliance, the imposition of a fine ranging from RMB200,000 to RMB500,000, suspension of
certain business, revocation of business license, restrictions on dividend distributions and asset
transfers, and disciplinary actions against the directors, officers or persons directly liable for such
non-compliance.
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As advised by our PRC legal advisor, King & Wood Mallesons, in regard to the maximum penalty
of non-compliance with the regulatory indicators of our village and township banks stated above, since
(i) the relevant rules or guidance are unclear about how the regulatory authorities determine whether
our village and township banks are “violating the prudent operation rules seriously” and (ii) the
frequency of the regulatory authorities inspecting or penalizing our village and township banks for
their compliance with regulatory indicators is unclear, it is unable to estimate the maximum penalty
that our village and township banks may incur.

Assuming that the regulatory authorities penalize each of our village and township banks
mentioned above for the non-compliance with each regulatory indicator mentioned above and that the
maximum penalty amount of RMB500,000 was imposed by regulatory authorities on our village and
township banks concerned for each non-compliance, the potential fine of all village and township
banks due to non-compliance with the regulatory indicators will be RMB18.5 million, representing
approximately 0.2% of our operating income for the year ended December 31, 2016.

As advised by King & Wood Mallesons, our PRC legal advisor, in regard to the potential
non-monetary penalties of suspension of certain business and revocation of business license, since (i)
these penalties are imposed only upon severe violation of the prudent operation rules or upon failure
to rectify the non-compliance within the specified period according to the relevant laws; (ii) none of
the aforementioned non-compliance with regulatory indicators was deemed to be a severe violation of
the prudent operation rules by the relevant government authorities; (iii) none of our village and
township banks failed to rectify their non-compliance within the specified period; and (iv) none of our
village and township banks had been subject to the penalties of suspension of certain business or
revocation of business license as a result of the non-compliance with regulatory indicators during the
Track Record Period and up to the Latest Practicable Date, these non-monetary penalties are unlikely
to happen.

Given that (i) our village and township banks represented only an insignificant financial
contribution to the consolidated financial statements of our Bank; (ii) the maximum fines that may be
imposed on our village and township banks represent a de minimus portion of our operating income;
and (iii) there were no material impact as a result of the non-compliance by any of our village and
township banks, we believe that the failure by certain village and township banks to meet the
regulatory indicators during the Track Record Period does not have any material adverse effect on the
business, operations and financial results of our Bank on a consolidated basis.

In addition to the measures to rectify the non-compliance described above, we have implemented
the following monitoring and risk alert measures to enhance the compliance of village and township
banks with the regulatory indicators:

° hold annual meetings and special meetings to update our management requirements and
promulgate multiple policies relating to compliance of our village and township banks;
guide our village and township banks in establishing or optimizing various compliance and
internal control systems, including anti-money laundering systems, regulatory reporting
systems and internal compliance management systems;

° dispatch senior management personnel to our village and township banks to improve the
quality of their operation;

° monitor various regulatory indicators, such as the lending limit to any single borrower,
through reviewing the monthly reports submitted by our village and township banks; issue
compliance warnings in a timely manner or conduct meetings with the senior management
of the relevant village and township banks to discuss possible measures to be taken to
maintain compliance with regulatory requirements;
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° forward the operational and risk condition notices issued by the relevant local offices of the
CBRC to our village and township banks that do not meet the regulatory indicators, and
request such village and township banks to rectify the non-compliant issues and submit
rectification reports;

° in the case of non-compliance, provide guidance to the relevant village and township banks
on possible measures to rectify their non-compliance with regulatory requirements; require
the relevant village and township banks to submit rectification plans and to rectify such
non-compliance issues within a specified period; and hold the responsible persons
accountable;

° develop a KPI mechanism that ties some of the regulatory indicators to the performance
review of the senior management of the village and township banks;

° provide various compliance trainings to the staff at our village and township banks; and

° conduct regular and comprehensive internal audits in respect of their credit extension,
operation, finance and general issues at least once a year and special audits as needed.

Each of the village and township banks has established its own anti-money laundering system
and procedures, respectively, in strict compliance with the applicable rules and regulations
promulgated by the PBoC. As an independent legal entity, each of the nine village and township banks
is responsible for conducting its own anti-money laundering analysis, identifying and monitoring
suspicious transactions and keeping record of large transactions based on its knowledge and available
information of its customers.

However, the Bank does provide support and guidance to, and supervise when necessary, the
implementation of anti-money laundering policies of each village and township banks,
notwithstanding the above mentioned autonomous operation models. In particular, the Bank provides
anti-money laundering trainings to related staff in village and township banks on routine basis to
ensure they receive most updated knowledge and best practice measures. In addition, according to
Zhongyuan Bank Village and Township Bank Information Reporting Policy, all village and township
banks are required to report any material anti-money laundering non-compliance in their quarterly,
semi-annual and annual reports to the Bank to allow timely review and guidance upon relevant issues.

Risk Management

While each of our village and township banks performs its respective daily risk management
work on an independent basis, we closely monitor the loan books and average loan accounts of our
village and township banks. For irregular loans or loans that deviate from the market positioning of
the village and township banks, such as extraordinary loan amounts, we will take measures to interfere
the credit authorization. In respect of post-disbursement management, we classify loans extended by
our village and township banks into five categories in accordance with the CBRC requirements on the
five-category classification of loans. We also conduct dynamic monitoring of the default rates and
default periods of our village and township banks and issue risk alerts when the quality of loans is at
risk. From time to time, we randomly inspect the default rates and default periods of the loans of our
village and township banks.

Consumer Finance Company

We established Henan Zhongyuan Consumer Finance Co., Ltd. on December 29, 2016 to develop
our consumer loan business. As at December 31, 2016, the Bank holds 65% of its equity interest and
voting rights. Our management of our consumer finance company is largely in line with our approach
to manage our village and township banks. We guide and supervise the material aspects of the
operations, finance, investments, compliance and human resources of our consumer finance company.
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The annual budget and key performance indicators and risk management measures of our consumer
finance company must be reported to and pre-approved by the Board of our Bank. Each quarter, the
consumer finance company must submit a management report to our Bank addressing the management
of its credit risk, operational risk, market risk, liquidity risk, etc.

Electronic Banking

In March 2015, we started to provide electronic banking services. Currently, our electronic
channels provide comprehensive financial services through online banking, mobile banking, telephone
banking, self-service banking and WeChat banking. We place strong emphasis on building up
electronic channels to improve our capabilities to provide services to our customers in an efficient and
safe way. In recent years, to further enhance our capacity to deliver electronic banking services and
to leverage the advantage of enterprises with strong internet business, we have established cooperative
relationships with internet companies and China UnionPay to further increase our brand awareness and
thus enable us to closely connect with potential customers.

As of December 31, 2016, we had 368,021 online banking customers and 1,307,754 personal
mobile banking customers. For the year ended December 31, 2016, corporate banking customer
transactions and retail banking customer transactions processed through our electronic banking grew
by 63.4% and 64.7%, respectively, as compared to 2015, and accounted for 78.1% and 82.9%,
respectively, of the total number of corporate banking transactions and retail banking transactions for
the same period.

Online Banking

Our online banking platform, accessible via our website (http://www.zybank.com.cn), offers a
broad range of financial products and services to both corporate banking and retail banking customers.
For corporate banking customers, we provide various services, including account inquiry and
management, payment and settlement, and money transfer and remittance. As for our retail banking
customers, we offer account inquiry and management, money transfer and remittances, wealth
management products and personal loans. As of December 31, 2016, we had a total number of 368,021
online banking customers, including 56,602 corporate banking customers and 311,419 retail banking
customers. As of December 31, 2016, an aggregate number of 6,275,605 transactions were processed
through our online banking platform with an aggregate transaction volume of RMB842,893.9 million.

Mobile Banking

We commenced our mobile banking services in March 2015. Through our mobile banking app,
we provide a wide range of services, including account inquiries and management, money transfer,
purchase of personal wealth management products, application of personal loans, online hospital
self-register, and payment services for utilities, such as gas, heating, telephone bills and cable TV
fees. In recent years, in response to market demand for conducting secure online transactions through
utilizing traditional cellphone telecommunication services, we provide our customers with a short
message services (SMS) notification service, whereby we send them SMS notifications relating to
bank account transactions, account safety verification, payment of fees and risk alerts.

— 230 —



BUSINESS

As of December 31, 2016, the accumulative number of our mobile banking users amounted to
approximately 1.3 million. For the year ended December 31, 2016, approximately 12.5 million
business transactions with a total transaction volume of RMB10,234.7 million were processed through
our mobile banking.

Telephone Banking

We introduced our telephone banking services in March 2015. We offer telephone banking
services to both retail and corporate banking customers, including both automated voice services and
teller-operated services through our 24-hour nationwide customer service hotline “95186”. Our
services include account inquiry and management, emergency reporting for lost or stolen cards, money
transfer, bill payment and customer complaint. As of December 31, 2016, we had a total of
approximately 114,157 contracted telephone banking customers, including 113,962 retail banking
customers and 195 corporate banking customers. As of the same date, we had a total number of 58
customer service staffs.

Self-Service Banking

Our self-service banking facilities include ATMs, cash recycling machines, inquiry and payment
machines, VTMs and cards issuance machines. These facilities can provide customers with convenient
banking services and at the same time allow us to reduce operating costs. Our self-service banking
facilities are placed in regions where our outlets are located, and services provide through these
facilities include balance inquiry, cash deposit and withdrawal, fund transfer, payment of public
utilities bills, purchase of wealth management products and other services. As of December 31, 2016,
we had a total number of 2,386 self-service banking facilities throughout Henan Province.

WeChat Banking

We introduced WeChat public platform on mobile phones to our retail banking customers to
further diversify our financial services channels. By following our WeChat official account and
signing up for our WeChat banking services, our customers are able to receive new products and/or
services introduction, promotion, nearby outlets locating, account inquiry, purchase of wealth
management products, “Yong Xu Dai (FKZE)” online application, fee payment, online hospital
self-register and DIY card. WeChat has also become one of our significant channels in delivering
value-added services for our retail banking customers. As of December 31, 2016, we had a total
number of 1,138,468 WeChat official account subscriptions.

INFORMATION TECHNOLOGY
Overview

We believe information technology capacity is of vital importance for us to establish and
maintain our competitive advantages and future growth in the increasingly competitive banking
industry.

We have been establishing an advanced information technology system pursuant to our
development strategy. As of the Latest Practicable Date, we had established a fully integrated
information technology system covering key functions of the entire Bank, including channel
accessing, customer service, product service, management’s decision-making and basic application. In
addition, we utilize advanced technologies to ensure flexibility, expandability and security of our
information technology system. In particular, we have made the following break-through
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achievements in terms of application, development and upgrade of financial technology covering
operation efficiency improvement, introduction of retail loan products, payment schemes and market
provisioning during the Track Record Period:

Assisted by one of the largest telecommunications equipment manufacturers in the world, we
built an integrated big-data processing platform based on Hadoop architecture. Such platform lays an
advanced technical foundation which allows us to efficiently collect, store, analyze and process a vast
amount of data gathered within and outside of our Bank. Capitalizing on our big-data processing
platform, we have substantially enhanced our capacity in risk identification and evaluation, providing
tailor-made customer services and sales with improved efficiency. As of the Latest Practicable Date,
we have introduced our big-data processing capacity into many key functional systems of our Bank,
including accounting, retail banking services and performance evaluation. For example, we
successfully launched “Yong Xu Dai (K #E)” and “Miao Dai (FV&)” which utilized financial
technology in big-data and mobile internet by analyzing customers’ consumption behavior patterns
and credit-worthiness, and made it possible for customers to apply, receive and repay loans online. For
details, please see “
Personal Consumption Loans”. In addition, we introduced cloud-computing technologies to improve
the flexibility and expandability of our information technology system in terms of resources allocation
and function expansion. Furthermore, we utilized biometrics authentication technologies (including

—Our Principal Business Activities — Retail Banking — Personal Loans —

fingerprint technology and face recognition technology) to improve our risk management capacity,
business operation efficiency and client experience. Moreover, the financial technology we implanted
in other products and services has transformed traditional payment methods and helped us achieve
cashless models for retail customers, including “Medical Pass”, “Bus Pass” and “School Pass”.
Furthermore, we have based our marketing platform on the emerging mobile banking and WeChat
banking, where app users and subscribers could easily get accesses to our latest updates of product
innovations and banking services. For details, please see “ — Distribution Network” and “ —
Marketing”.

In line with our information technology strategy, we invested and actively participated in
pioneering research and development programs in order to keep up with the pace of the latest
technology trend in the PRC banking industry. In December 2016, we became a member of “Financial
Blockchain Shenzhen Consortium (4 $# % )” with the aim to research and explore methods of applying
blockchain technology into daily banking business operations, to improve the convenience and
security of financial services. In addition, we established our Innovative Research and Development
Center in Beijing gaining access to local talents and intelligence enabling us to quickly capture the
latest trends in financial technology.

For the years ended December 31, 2014, 2015 and 2016, our capital expenditures on information
technology and related equipment were approximately RMB66.9 million, RMB106.1 million and
RMB187.9 million, respectively.
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Real-time Financial Reporting System

We have rolled out an integrated financial reporting system covering our head office, branches
and sub-branches in late 2014 and since then we have been continuously upgrading it. The diagram
below sets forth the mechanism of our financial reporting system in general.

Financial Markets
Department; Self-service Credit
Interbank Bills Counters at Our Channels (Internet Management Other
. Sub-branches i i
Department,. bank}ng, mobile Departments Departments
Investment Banking banking, ATMs)
Department
transactional transactional Portals
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compiled transactional
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Y
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Consolidated Financial System —
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Y
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. — .
Reporting Platform financial and

operational statements

We have set up portals connected to the “core systems” in each of our sub-branches and all of
our business departments at head office and branches. We require our counters at sub-branches, credit
management departments and other relevant departments to input relevant transactional information,
such as the account information, the transactional types, the transactional amount and the counter
parties’ information, into these core systems. The self-service portals, such as the Internet banking,
mobile banking and ATMs, also transmit the relevant information to the core systems automatically.

The core systems transmit the compiled transactional data to the Consolidated Financial System
(the “CFS”) around 2:00 AM each day. In addition, our Financial Markets Department, Interbank Bills
Department and Investment Banking Department input transactional data into the CFS. The CFS
categorizes the data by different accounting line items and generates line item statements every day
for our Financial Planning Department at our head office to review.

The CFS system transmits the transactional data to the Operational Data Store and
Comprehensive Reporting Platform (the “ODS Platform™), which is a comprehensive financial and
operational reporting platform. The ODS Platform is connected to many sub-systems and allows the
relevant departments at our head office to generate various types of financial and operational
statements based on their needs. Our head office actively monitors the financial condition of our
branches and sub-branches by analyzing the data in various types of financial and operational
statements.
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Information Technology Management and Team

We have set up an Information Technology Management Committee headed by our Chief
Information Officer (also the Bank’s vice president), which consists of general managers from
Information Technology Department, Accounting Operation Department, Planning and Finance
Department, Risk Management Department, Auditing Department and Compliance Department. The
Committee reports to our CIO and is in charge of reviewing major information technology
construction plans, supervising the implementation of such plans and solving cross-department issues
that may arise during the process of system development, launch and maintenance.

As of December 31, 2016, our bank-wide professional team was composed of 276 information
technology experts and professional staff, including 167 employees at our head office and 109
employees in our branches. We have established our information technology system with reference to
industry best-practice and strict regulatory requirements. Currently, we have established six functional
units supervised by Information Technology Department at our head office, namely, application
development center, quality testing center, operation management center, information security center,
center for management of demands and project and comprehensive management center, which,
working together, cover all key aspects of information technology functions of our Bank.

In addition, we have established comprehensive implementation rules, procedures and
regulations in relation to information technology management, covering structure establishment and
management of demands, quality testings, emergency situations and risks. Furthermore, we have
established relevant supporting tools and platforms to ensure we could manage our information
technology related work in a standardized and efficient way.

Risk Management

We monitor and manage information technology related risks through our integrated and
comprehensive risk management system and have established a “three-line defense” managerial
structure for information security, consisting of information technology department, risk management
department and audit department in our head office, which are supported by corresponding
departments in branches and sub-branches. In addition, we maintain security of our information
system such as cyber security, application security, data security and terminal security, through
various technologies, including encryption, anti-virus software, firewall and malicious code protection
and we continuously update such technologies to enhance our information security management.
Furthermore, we conduct regular information security training for our employees to enhance their
awareness on information security and improve the implementation of our information technology risk
management. Please see “Risk Management — Information Technology Risk Management”.

Our information technology infrastructure and information system are critical to our effective
management and business development. Therefore, we will continue to maintain and upgrade our core
business systems, accelerate the construction of our channel system, management system and
decision-making system, and thus further enhance our risk control measures in respect of information
technology and optimize our emergency management system, thereby provide technological support
for our business development and operations.

Information Technology System

We have incorporated information technology risk into the overall risk management framework
of the Bank for management and control. We maintain security of our information system which covers
cyber security, application security, data security and terminal security through various technologies
including encryption, anti-virus software, firewall and malicious code protection. We will
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continuously upgrade such technologies to enhance our information security management.
Furthermore, we conducted regular information security training for our employees to enhance their
awareness on information security and improve the implementation of our information technology risk
management.

We attach great importance in the adoption of various advanced technical means to ensure the
security of information technology systems and business operations in response to various risks in
respect of bank operations arising from the advancement of network technology. To enhance the
reliability of our operations, we have established a same-city backup center for disaster recovery
which is located outside our head office premises, as well as an offsite backup center for disaster
recovery to support business continuity in the event of major disruption or failure of our main data
center. We have completed the “two locations, three centers” disaster recovery system. In 2016, given
our good practices in providing technology security support for our customers, we were granted the
“Golden Reputation for Science and Technology Security Award (4 [ 4 @RHL 22 48)” by the
Modern Bankers and Hongru Financial Education Foundation (J&fE&RBIZHE 4L &), For details
regarding the information technology risk management, please see “Risk Management — Information
Technology Risk Management”.

COMPETITION

The banking industry in China has become increasingly competitive. We primarily compete with
city commercial banks, nationwide joint-stock commercial banks, five state-owned commercial banks
and Postal Savings Bank of China Co., Ltd. in Henan Province. Please see “Industry Overview —
Competitive Landscape”. We also face competition from other banking institutions, including rural
credit cooperatives, as well as non-banking financial institutions, such as securities firms, fund
management companies and insurance companies. The principal competitive factors in the banking
industry include capital strength, risk management, asset quality, reach of distribution network and
customer base, brand recognition and scope, as well as quality and pricing of products and services.

Competition between us and foreign financial institutions may be intensified in the future. In
particular, the lifting of various restrictions on foreign financial institutions conducting business in the
PRC may cause us to lose certain existing competitive advantages over foreign financial institutions
in the banking market of Henan Province and Central China. We expect to see greater competition
from foreign financial institutions in the future. The intensifying competition may have adverse effects
on our future business and results of operations. Please see “Risk Factors — Risks Relating to the PRC
Banking Industry — We face increasingly intensive competition in China’s banking industry”.

In response to the aforementioned competitive environment, we intend to adopt measures such
as expanding our business and service network, reinforcing the foundation of traditional businesses,
innovating financial products and services and exploring diversified business development, so that we
can continue to compete effectively in the commercial banking industry.
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EMPLOYEES

As of December 31, 2016, we had 12,488 employees and our employees were all located in China

which includes 914 employees at our head office and 11,047 employees at our branches and

sub-branches and 527 employees at our village and township banks. The following table sets forth the

number of full-time employees by function as of December 31, 2016.

As of December 31, 2016

Number of

employees % of total
COTPOTAte DANKINE . c.euniiiiii ittt et e e e e 1,930 15.5%
Retail DANKING ..ot e et 3,137 25.1%
Financial markets DUSINESS ........ooiiiiiiiiiiiiiiiiiiiii 169 1.4%
Finance and QCCOUNTIME . ...iiiuuuiiiii it ettt et e e e e e 1,077 8.6%
Risk management, internal audit and legal and compliance ...........cccoeeeiiiiiiiiiiniiiiiineiiiieee e, 879 7.0%
Information tEChNOIOZY «.uuuiiiiiniiiii i e 276 2.2%
IMANAZEIMIEIIT. .ottt ettt et et et e ettt ettt et et e e e eaas 804 6.4%
TRILET .. 3,169 25.4%
(085 1S 1,047 8.4%
TO AL ... 12,488 100.0%

The following table sets forth the total number of our employees by age as of December 31, 2016.

As of December 31, 2016

Number of

employees % of total
Aged 31 08 DEIOW cooiiiiiii e 5,158 41.3%
AZEA 3140 ..ottt 3,068 24.6%
AZEA AT-50 . et 3,318 25.1%
N B O e PPN 944 7.6%
TO AL ...t 12,488 100.0%

The following table sets forth the total number of our employees by education level as of

December 31, 2016.

As of December 31, 2016

Number of

employees % of total
Master degree and aDOVE.. ...t e 1,230 9.8%
BaChEIOr A@EICE ..ttt et et e eeaas 7,010 56.1%
COllege/ASSOCIALE DEEIEE  ovuuuiiiiii ettt ettt et et e e et e et e et e e et e e e e e e e e eeeas 3,147 25.2%
(01115 S PRSP 1,101 8.8%
TO AL ... 12,488 100.0%
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Believing that our sustainable growth depends largely on the capability and dedication of our
employees, we have been investing significant resources in training our employees. We offer a variety
of training programs tailored to our employees in different levels and stages in line with our business
development strategy. For instance, we designed “Piloting Program (%8 i 51 #)” for the Bank’s senior
management teams offering training courses themed in global and domestic macro-economy and
management skills training, so that they could apply the cutting-edge management skills with
practicable value to our internal daily management. Besides this, our comprehensive training system
comprises “Voyaging Program (Zfi% #)” designed for presidents of all our sub-branches, offering
training courses themed in internal management and team building; “Sailing Program (BULFT#])”
designed for newly recruited management trainees and fresh graduates, offering both theoretical and
practical training courses themed in banking and accounting knowledge to help them get prepared for
daily work in the Bank; as well as “Gold-digging Program (#£4&#I#])” and “Spark Program
(&2 KFEH#E])” designed to focus on cultivating promising employees in the Bank for future
development.

We contribute to our employees’ social insurance and other employee benefits, such as pension
insurance, medical insurance, work injury insurance, unemployment insurance, maternity insurance
and housing fund in accordance with the applicable PRC laws, rules and regulations. Our labor union
represents the interests of the employees and works closely with our management on labor-related
issues.

During the Track Record Period and as of the Latest Practicable Date, we had not experienced
any strikes or other material labor disputes that have affected our operations and we believe that the
relationship between our management and the labor union has been satisfactory.

In addition to the employees with whom we have entered into employment contracts, we have
also engaged 667 independent contracted workers through third-party human resources agencies as of
the Latest Practicable Date. These independent contracted workers are not our employees and
generally hold non-key positions at the Bank. According to the PRC Labor Contract Law, there is no
labor contract relationship between the independent contracted workers and us, and the independent
contracted workers enter into labor contracts with the relevant human resources agencies. We are not
obligated to make social security contributions for them, but we make agreed salary and other related
payments to these agencies, who shall in turn, make salary payments to the independent contracted
workers, social security contributions and other related payments to the government entities.
According to PRC laws, if the third party human resources agencies fail to pay remuneration to the
independent contracted workers, we may also be held jointly liable for claims brought by the
independent contracted workers.

PROPERTIES

Our head office is located at Zhongke Golden Tower, No. 23 Shangwu Waihuan Road, Zhengdong
New District, Zhengzhou, Henan Province, PRC. As of the Latest Practicable Date, we owned 616
properties with an aggregate GFA of approximately 626,280.1 square meters; owned the land use
rights of four parcels of land with an aggregate area of approximately 73,258.2 square meters; leased
555 properties with an aggregate GFA of approximately 237,936.3 square meters; owned seven
properties under construction with an aggregate GFA of approximately 428,117.2 square meters in
China.
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Owned Properties

Properties

As of the Latest Practicable Date, we owned 616 properties with an aggregate GFA of
approximately 626,280.1 square meters, which were primarily used for our business and offices,
among which:

1.

For 220 properties with an aggregate GFA of approximately 289,374.5 square meters
(accounting for 46.21% of the aggregate GFA of our owned properties), we had obtained the
relevant building ownership certificates for these properties and the state-owned land use
right certificates for the land occupied by these properties through grant or lease (the “land
use right certificates™).

As advised by King & Wood Mallesons, our PRC legal advisor, we have legitimate
ownership right of such properties and the land use right for the land occupied by such
properties, and we are entitled to occupy, use, transfer, lease, create a mortgage on or by
other means dispose of such properties according to applicable laws.

For 50 properties with an aggregate GFA of approximately 54,659.6 square meters
(accounting for 8.73% of the aggregate GFA of our owned properties), we had obtained the
relevant building ownership certificates and land use right certificates, which we obtained
through allocation.

As advised by King & Wood Mallesons, our PRC legal advisor, (i) pursuant to the PRC
Property Law and the PRC Urban Real Estate Administrative Law, as we have obtained the
building ownership certificates for these properties, there are no material legal obstacles for
us to occupy or use such properties; (ii) for properties erected in land allocated to us, we
should obtain the land use right certificates through transferring and leasing before we are
allowed to transfer, lease or mortgage such properties. If such properties can no longer be
used, we believe that we will be able to find comparable properties as alternatives in
corresponding areas, and such relocation will not have material adverse effects on our
financial condition or results of operations.

For 180 properties with an aggregate GFA of approximately 88,313.8 square meters
(accounting for 14.10% of the aggregate GFA of our owned properties), we had obtained the
building ownership certificates, but had not obtained the land use right certificates for the
land on which such building were erected. Among them, we had not obtained the land use
right certificates for the land occupied by 21 properties with an aggregate GFA of
approximately 9,689.1 square meters (accounting for 1.55% of the aggregate GFA of the
owned properties of our Bank and subsidiaries) because the relevant real estate developers
had not been able to obtain the subdivision of the land use right certificates. We had not
obtained the land use right certificates for the land occupied by the 159 properties with an
aggregate GFA of approximately 78,624.6 square meters (accounting for 12.55% of the
aggregate GFA of the owned properties of our Bank and subsidiaries) because of historical
issues, such as inadequate permits relating to property construction by the relevant real
estate developers and/or non-cooperation from the original property owners.

As advised by King & Wood Mallesons, our PRC legal advisor, for the above 180 properties
(i) as we have obtained the relevant building ownership certificates, pursuant to the PRC
Property Law and the PRC Urban Real Estate Administrative Law, there are no material
legal obstacles for us to occupy or use such properties; (ii) however, before obtaining the
land use right certificates for the land on which such building were erected, we may be
restricted from transferring, mortgaging or otherwise disposing of such properties; and (iii)
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in the event that the land on which those properties were erected was auctioned or disposed
of due to reasons of the land use right holders, the buildings owned by us will also be
required to be auctioned or disposed of in conjunction with such land. As a result, we may
lose the ownership of such buildings in cases of auctions or disposal of the land on which
such buildings are erected, but we will be entitled to the proceeds from the auctions or
disposal of those buildings. Considering that such properties are located in different areas,
the possibility of all or substantially all of the land and properties being auctioned or
disposed of simultaneously is relatively low. In any event if we have to relocate due to the
certificate issues of the land, we believe we are able to find comparable properties as
alternatives in corresponding areas, and such relocation will not have material adverse
effects on our financial condition or results of operations.

For 12 properties with an aggregate GFA of approximately 39,554.4 square meters
(accounting for 6.32% of the aggregate GFA of our owned properties), we had been granted
the land use right certificates, but we had not obtained the building ownership certificates.
As advised by King & Wood Mallesons, our PRC legal advisor, we may not legally occupy,
use, transfer, lease, create a mortgage on or by other means dispose of such properties
before obtaining the relevant building ownership certificates for these properties.

For two properties with an aggregate GFA of approximately 144.0 square meters
(accounting for 0.02% of the aggregate GFA of our owned properties), we had obtained the
land use right certificates through allocation, but we have not obtained the building
ownership certificates. As advised by King & Wood Mallesons, our PRC legal advisor, we
may not legally occupy, use, transfer, lease, create a mortgage on or by other means dispose
of such properties before we obtain the relevant building ownership certificates and land
use right certificates for these properties through grant or lease.

For three properties with an aggregate GFA of approximately 4,336.4 square meters,
(accounting for 0.69% of the aggregate GFA of our owned properties), we have neither
obtained the building ownership certificates nor land use right certificates for these
properties. We had entered into property purchase agreements with the relevant real estate
developers in respect of such properties. However, we could not complete the filing
procedures for these agreements as the relevant property developers have not yet obtained
the legally valid pre-sale permits for these properties.

As advised by King & Wood Mallesons, our PRC legal advisor, according to Interpretation
of the Supreme People’s Court on the Relevant Issues concerning the Application of Law
for Trying Cases on Dispute over Contract for the Sale of Commodity Houses (Fa Shi
[2003] No. 7) (K A RIE e B 7 B 55 80504 (] 4 4 S8 1R 8 Rk e T ] REL 1)
F#) (75 F#[2003]7%%)), should a seller had not obtain the relevant pre-sale permit before
entering into a pre-sale contract of commercial housing with a buyer, this transaction shall
be deemed invalid. However, should the seller obtains his/her pre-sale permit before a claim
is brought against him/her, the contract will still be deemed valid despite not having such
permit while signing the contract. There is a legal risk that these property purchase
agreements might be deemed invalid, thus affecting our eligibility to obtain the relevant
building ownership certificates.

We believe that if a third party right holder acquires the building ownership certificates for
these properties or land use certificates for the land occupied by these properties through
bringing a claim or legal proceeding, resulting in our relocation, we will be able to find
comparable properties as alternatives with full title certificates or legal leases to continue
our business, and such relocation will not have material adverse effects on our results of
operations or financial condition.
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7. For 29 properties with an aggregate GFA of approximately 15,110.7 square meters
(accounting for 2.41% of the aggregate GFA of our owned properties) which were newly
purchased and occupied by us, we had not obtained the relevant building ownership
certificates for these properties or land use right certificates for the land occupied by such
properties. We had entered into property purchase agreements with the relevant real estate
developers of these properties, who had obtained relevant valid pre-sale permits.

As advised by King & Wood Mallesons, our PRC legal advisor, the sellers of these 40
properties have obtained the relevant legally valid pre-sale permits. We have paid the
purchase prices for these properties in accordance with the relevant property purchase
agreements with the relevant third-parties, and such agreements were entered into in full
compliance with the applicable PRC laws.

8. For 120 properties with an aggregate GFA of approximately 134,786.8 square meters
(accounting for approximately 21.52% of the aggregate GFA of our owned properties), we
had not yet obtained the relevant building ownership certificates for these properties or land
use right certificates for the land occupied by such properties due to historical reasons, such
as lack of documents.

As advised by King & Wood Mallesons, our PRC legal advisor, we may not legally occupy,
use, transfer, lease, create a mortgage on or by other means dispose of such properties and
land until we obtain the relevant building ownership certificates for these properties and
land use right certificates for the land occupied by such properties through grant or lease.
In any event that any third-party right holder obtains the building ownership rights for these
properties or the land use rights of the land on which such buildings were erected through
bringing a claim or legal proceeding, and we are required to relocate, we will be able to find
comparable properties as alternatives with full title certificates or legal leases to continue
our operations, and such relocation will not have material adverse effect on our results of
operations and financial condition.

During the Track Record Period and as of the Latest Practicable Date, the defective legal titles
of the above-mentioned properties did not have any material adverse effect on our business operations.
We will make efforts to obtain the building ownership certificates and the land use right certificates.
Our Directors are of the view that such defective properties will not, individually or in aggregate, have
any material adverse effect on our business. If necessary, we believe that we will be able to find
comparable properties as alternatives at relatively low costs, and such relocation will not have any
material adverse effect on our financial condition or our results of operations.

Land Use Rights

As of the Latest Practicable Date, we owned the land use rights of four parcels of land with an
aggregate area of approximately 73,258.2 square meters, and we had been granted the land use right
certificates. As advised by King & Wood Mallesons, our PRC legal advisor, we are entitled to occupy,
use, transfer, lease, create a mortgage on or by other means dispose of such land within the prescribed
terms.

Leased Properties

As of December 31, 2016, we leased 555 properties with an aggregate GFA of approximately
237,936.3 square meters, which were primarily used for our business and office, among which:

1. For 154 properties with an aggregate GFA of approximately 70,570.0 square meters, the
lessors had obtained the relevant building ownership certificates or the consent letter from
the owners to authorize the lessors to lease or sublease the specific properties. As advised
by King & Wood Mallesons, our PRC legal advisor, these leases are legal and valid.
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2. For 401 properties with an aggregate GFA of approximately 167,366.3 square meters, the
lessors had not obtained the relevant building ownership certificates or the consent letter
from the owners to authorize the lessors to lease or sublease the specific properties. For 128
properties with an aggregate GFA of approximately 43,898.9 square meters, lessors have
issued written undertakings stating that the lessors are entitled to lease such properties, and
the lessors shall indemnify the lessees if the lessees suffer losses from the defective titles
of such properties.

As advised by King & Wood Mallesons, our PRC legal advisor, the lessors are not entitled
to lease the properties if they do not have the ownership of such properties or the consent
from the properties’ owners authorizing the leasing. If any third party raises claims against
the ownership or leasing rights of such properties, our leasing of such properties may be
affected, but we are able to seek indemnification from the lessors based on their written
undertakings. In addition, in certain circumstances where the lessors have entered into
multiple lease agreements for one property, we may be considered as a legitimate lessee
pursuant to relevant judicial interpretations of applicable PRC laws. We believe that in the
event that we are not able to continue to use such properties due to the defective titles of
such properties, we believe that we will be able to find comparable properties as
alternatives at relatively low costs, and such relocation will not have material adverse effect
on our financial condition or our results of operations.

As of December 31, 2016, we have entered into 500 lease agreements with third-parties, as of
the Latest Practicable Date, 158 lease agreements have been registered with relevant housing
administrative authorities. Among 67 of the 500 lease agreements have issued written undertakings
confirming that failure of completing the lease registration was not due to our faults, and the lessors
shall indemnify us if we suffer any losses or administrative penalties for the defective titles of such
properties.

As advised by King & Wood Mallesons, our PRC legal advisor, pursuant to relevant PRC laws,
failure to complete the lease registration will not affect the legal effectiveness of the lease agreements.
However, the housing administrative authorities may require the parties to the lease agreements to
complete lease registration within a prescribed period of time and the failure to do so may subject the
parties to the lease agreements to fines from RMB1,000 to RMB10,000. As a result, we are entitled
to use these properties in accordance with the provision of the relevant property leasing agreements,
but if we fail to complete the lease registration in accordance to the requirements of the housing
administrative authorities, we may be subject to fines. In the past three years, we were not subject to
penalties by the relevant housing administrative authorities for non-registration of lease agreements.
If we are subject to such penalties, we can ask for indemnification from lessors based on their written
undertakings. In addition, we believe that if the d