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Chapter 1 Definitions and Glossary

In this interim report, unless the context otherwise requires, the following terms shall have the meanings set out

below:

“Anci District Huimin Village
and Township Bank”

“Anping Huimin Village and
Township Bank”

“Articles of Association”

“Baicheng Taobei Huimin
Village and Township
Bank”

“Bank”

Huimin Village Bank Company Limited of Anci, Langfang (B8 5 i %2 )X [& BB R AT $8
$R170% 7 B BR A 7)), a joint stock company with limited liability incorporated in the
PRC on December 6, 2011, in which the Bank holds a 51% equity interest. The
remaining nine shareholders hold 49% equity interest in Anci District Huimin Village
and Township Bank

Anping Huimin Vilage Bank Co., Ltd. (Z FERNERITRHABARRAA), a
joint stock company with limited liability incorporated in the PRC on December
24, 2013, in which the Bank holds a 36% equity interest. The remaining 30
shareholders hold 64% equity interest in Anping Huimin Village and Township
Bank. The Bank and five other shareholders (holding an aggregate of 39.16%
equity interest in Anping Huimin Village and Township Bank) entered into
agreements to act in concert with respect to their voting rights to be exercised at
board meetings and shareholders’ general meetings of Anping Huimin Village and
Township Bank. Anping Huimin Village and Township Bank is deemed to be under
the Bank’s control and to be the Group’s subsidiary

the articles of association of the Bank

Baicheng Taobei Huimin Village Bank Co., Ltd. (A kit ERFEB TR KB B
R 2 7)), a joint stock company with limited liability incorporated in the PRC on
November 23, 2015, in which the Bank holds a 49% equity interest. The remaining
14 shareholders hold 51% equity interest in Baicheng Taobei Huimin Village and
Township Bank. The Bank and six other shareholders (holding an aggregate
of 18% equity interest in Baicheng Taobei Huimin Village and Township Bank)
entered into agreements to act in concert with respect to their voting rights to
be exercised at board meetings and shareholders’ general meetings of Baicheng
Taobei Huimin Village and Township Bank. Baicheng Taobei Huimin Village and
Township Bank is deemed to be under the Bank’s control and to be the Group’s
subsidiary

Jilin Jiutai Rural Commercial Bank Corporation Limited, a joint stock company
incorporated in the PRC on December 16, 2008 with limited liability in accordance
with PRC laws, including its predecessors, but excluding its subsidiaries

JIUTAI RURAL COMMERCIAL BANK



Chapter 1 Definitions and Glossary

“Board” or the board of directors of the Bank
“Board of Directors”

“Board of Supervisors” the board of supervisors of the Bank
“CBRC” the China Banking Regulatory Commission (F R T2 EBEER L B )
“CBRC Jilin Bureau” the China Banking Regulatory Commission Jilin Bureau (FEISR{THEBEEE LS

EEMEER)

“Changbai Mountain Rural Changbai Mountain Rural Commercial Bank Co., Ltd. (A LU 2 i 7 2R 170
Commercial Bank” 7 B BR A F)), a joint stock company with limited liability incorporated in the PRC
on December 14, 2011, in which the Bank holds a 38.80% equity interest. The
other 21 shareholders hold 61.20% equity interest in Changbai Mountain Rural
Commercial Bank. The Bank and other three shareholders (holding an aggregate
of 27.9% equity interest in Changbai Mountain Rural Commercial Bank) entered
into agreements to act in concert with respect to their voting rights to be exercised
at board meeting and shareholders’ general meetings of Changbai Mountain Rural
Commercial Bank. Changbai Mountain Rural Commercial Bank is deemed to be
under the Bank’s control and to be the Group’s subsidiary

“Changchun Gaoxin Changchun Gaoxin Huimin Village Bank Co., Ltd. (R&E&HERNEIRTER
Huimin Village and & (T2 7)), a company with limited liability incorporated in the PRC on September
Township Bank” 24, 2018, in which the Bank holds a 50% equity interest. The remaining eight

shareholders hold 50% equity interest in Changchun Gaoxin Huimin Village
and Township Bank. The Bank and another shareholder (holding 1.85% equity
interest in Changchun Gaoxin Huimin Village and Township Bank) entered into an
agreement to act in concert with respect to their voting rights to be exercised at
board meetings and shareholders’ general meetings of Changchun Gaoxin Huimin
Village and Township Bank. Changchun Gaoxin Huimin Village and Township Bank
is deemed to be under the Bank’s control and to be the Group’s subsidiary

“Changchun Nanguan Changchun Nanguan Hui Min Village Bank Co., Ltd. (R EEB@EREN#EIETHE
Huimin Village and fR & £ A R]), a company with limited liability incorporated in the PRC on January
Township Bank” 11, 2011, in which the Bank holds a 51.20% equity interest. The remaining 35

shareholders hold 48.80% equity interest in Changchun Nanguan Huimin Village
and Township Bank

Interim Report 2017



Chapter 1 Definitions and Glossary

“Da’an Huimin Village and
Township Bank”

“Director(s)”

“Domestic Shares”

“Fuyu Huimin Village and
Township Bank”

“Gaomi Huimin Village and
Township Bank”

“Group”

“Guangzhou Huangpu
Huimin Village and
Township Bank”

Da’an Huimin Vilage Bank Co., Ltd. (RZERMNERITAREMTRR), a
company with limited liability incorporated in the PRC on January 26, 2011, in
which the Bank holds a 51.46% equity interest. The remaining 12 shareholders
hold 48.54% equity interest in Da’an Huimin Village and Township Bank

the director(s) of the Bank

ordinary shares issued by the Bank in the PRC, with a nominal value of RMB1.00
each, which are subscribed for or credited as paid in Renminbi

Fuyu Huimin Village Bank Co., Ltd. (K& ERMNEIFETRHBER A 7)), a joint
stock company with limited liability incorporated in the PRC on December
14, 2015, in which the Bank holds a 49% equity interest. The remaining 15
shareholders hold 51% equity interest in Fuyu Huimin Village and Township Bank.
The Bank and two other shareholders (holding an aggregate of 3% equity interest
in Fuyu Huimin Village and Township Bank) entered into agreements to act in
concert with respect to their voting rights to be exercised at board meetings and
shareholders’ general meetings of Fuyu Huimin Village and Township Bank. Fuyu
Huimin Village and Township Bank is deemed to be under the Bank’s control and
to be the Group’s subsidiary

Gaomi Huimin Village and Township Bank Co., Ltd. (& Z E R NERITERE T
A 7)) a company with limited liability incorporated in the PRC on May 25, 2011,
in which the Bank holds a 71.43% equity interest. The remaining 35 shareholders
hold 28.57% equity interest in Gaomi Huimin Village and Township Bank

Jilin Jiutai Rural Commercial Bank Corporation Limited, a joint stock company
incorporated in the PRC on December 16, 2008 with limited liability in accordance
with PRC laws, and its predecessors and subsidiaries, on a consolidated basis

Guangzhou Huangpu Huimin Village and Township Bank Co., Ltd. (EM ZiHER
FEEER 1T AR 15 B BR A 7)) (formerly known as Guangzhou Luogang Huimin Village
Bank Co., Ltd. EMZEMERMNERITRMD AR AR, a joint stock company
with limited liability incorporated in the PRC on February 7, 2014, in which the
Bank holds a 51% equity interest. The remaining six shareholders hold 49% equity
interest in Guangzhou Huangpu Huimin Village and Township Bank, among which,
Jilin Province Longyuan Agricultural Production Group Co., Ltd. (&5 #& &R 2 %
HEE R EB AR A F)is a connected person of the Group

JIUTAI RURAL COMMERCIAL BANK



“H Shares”

“Hanshan Huimin Village
and Township Bank”

“Heyang Huimin Village and
Township Bank”

“HK$” or “HK dollars”

“Hong Kong”

“Hong Kong Listing Rules”

“Hong Kong Stock
Exchange” or
“Stock Exchange”

“Huadian Huimin Village and
Township Bank”

Chapter 1 Definitions and Glossary

the ordinary shares issued by the Bank in Hong Kong with a nominal value of
RMB1.00 each, which are subscribed for and traded in HK dollars

Hanshan Huimin Town Bank Co., Ltd. (EILERENERITAREERLT), a
company with limited liability incorporated in the PRC on December 30, 2010, and
a wholly-owned subsidiary of the Group

Heyang Huimin Vilage Bank Co., Ltd. (ABERMNERITBMHERDE), a
joint stock company with limited liability incorporated in the PRC on December
16, 2013, in which the Bank holds a 51% equity interest. The remaining five
shareholders hold 49% equity interest in Heyang Huimin Village and Township
Bank

the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC

the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange,
as may be amended, supplemented or otherwise modified from time to time

The Stock Exchange of Hong Kong Limited

Huadian Huimin Village Bank Co., Ltd. (& R H# IR 17 % B R 2 7)), a joint
stock company with limited liability incorporated in the PRC on October 29, 2013,
in which the Bank holds a 51% equity interest. The remaining 13 shareholders
hold 49% equity interest in Huadian Huimin Village and Township Bank

Interim Report 2017



Chapter 1 Definitions and Glossary

“Huidong Huimin Village and  Huidong Huimin Village Bank Co., Ltd. (RERZRNERITRMHER A R), a

Township Bank”

“IFRS”

“Jilin Chuanying
Huimin Village and
Township Bank”

“Jilin Chuncheng Rural
Commercial Bank”

joint stock company with limited liability incorporated in the PRC on November
21, 2014, in which the Bank holds a 35% equity interest. The remaining ten
shareholders hold 65% equity interest in Huidong Huimin Village and Township
Bank. The Bank and three other shareholders (holding an aggregate of 30%
equity interest in Huidong Huimin Village and Township Bank) entered into an
agreement to act in concert with respect to their voting rights to be exercised at
board meetings and shareholders’ general meetings of Huidong Huimin Village
and Township Bank. Huidong Huimin Village and Township Bank is deemed to be
under the Bank’s control and to be the Group’s subsidiary

the International Accounting Standards, International Financial Reporting
Standards, amendments and the related interpretations issued by the International
Accounting Standards Board

Jilin Chuanying Huimin Village Bank Co., Ltd. (Z MM & ER N HEE TN
[R 2 7)), a joint stock company with limited liability incorporated in the PRC on
January 21, 2016, in which the Bank holds a 46% equity interest. The remaining
26 shareholders hold 54% equity interest in Jilin Chuanying Huimin Village and
Township Bank. The Bank and another shareholder (holding 5% equity interest
in Jilin Chuanying Huimin Village and Township Bank) entered into an agreement
to act in concert with respect to their voting rights to be exercised at board
meetings and shareholders’ general meetings of Jilin Chuanying Huimin Village
and Township Bank. Jilin Chuanying Huimin Village and Township Bank is deemed
to be under the Bank’s control and to be the Group’s subsidiary

Jilin Chuncheng Rural Commercial Bank Co., Ltd. (& 7 & 35 2 A pg ¥ 88170 10
B R A 7)), a joint stock company with limited liability incorporated in the PRC on
October 12, 2015, in which the Bank holds a 30% equity interest. The remaining
38 shareholders hold 70% equity interest in Jilin Chuncheng Rural Commercial
Bank, among which, Jilin Province Trust Co., Ltd. (E & E: AR ST A R)
and Jishi Media Co., Ltd. (& & B # X 15 B BR 2 &) are connected persons of the
Bank. The Bank and four other shareholders (holding an aggregate of 40% equity
interest in Jilin Chuncheng Rural Commercial Bank) entered into an agreement to
act in concert with respect to their voting rights to be exercised at board meetings
and shareholders’ general meetings of Jilin Chuncheng Rural Commercial Bank.
Jilin Chuncheng Rural Commercial Bank is deemed to be under the Bank’s control
and to be the Group’s subsidiary
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Chapter 1 Definitions and Glossary

“Jilin Dehui Rural Jilin Dehui Rural Commercial Bank Co., Ltd. (B MEEENEEIRITRHE
Commercial Bank” R~ &), a joint stock company with limited liability incorporated in the PRC on

December 30, 2013, in which the Bank holds a 45% equity interest. The remaining
six shareholders hold 55% equity interest in Jilin Dehui Rural Commercial Bank,
among which, Jilin Province Trust Co., Ltd. (E & EEEARE T A 7)), Jilin
Province Longyuan Agricultural Production Group Co., Ltd. (E &R RE ¥4+
EE R E£E AP A F), Changchun Zhongdong Tianbao Co., Ltd. (R&EF R X
ZRMHAEMRAF), Jishi Media Co., Ltd. (FREHERK D BR A F) and United
Venture Group Co., Ltd. (& &l % & & B R 2 7)) are connected persons of the
Bank. The Bank and two other shareholders (holding an aggregate of 20% equity
interest in Jilin Dehui Rural Commercial Bank) entered into agreements to act in
concert with respect to their voting rights to be exercised at board meetings and
shareholders’ general meetings of Jilin Dehui Rural Commercial Bank. Jilin Dehui
Rural Commercial Bank is deemed to be under the Bank’s control and to be the
Group’s subsidiary

“Jilin Fengman Jilin Fengman Huimin Village Bank Co., Ltd. (FMEmEBERFNEIRITES
Huimin Village and [R 2 7)), a joint stock company with limited liability incorporated in the PRC on
Township Bank” December 16, 2013, in which the Bank holds a 51% equity interest. The remaining

15 shareholders hold 49% equity interest in Jilin Fengman Huimin Village and
Township Bank

“Jilin Gongzhuling Rural Jilin Gongzhuling Rural Commercial Bank Co., Ltd. (EM AT ENEEIRTT
Commercial Bank” f& 7 B BR 2 8)), a joint stock company with limited liability incorporated in the

PRC on October 12, 2015, in which the Bank holds a 30% equity interest. The
remaining 53 shareholders hold 70% equity interest in Jilin Gongzhuling Rural
Commercial Bank among which two are connected persons of the Bank. The
Bank and three other shareholders (holding an aggregate of 30% equity interest
in Jilin Gongzhuling Rural Commercial Bank) entered into agreements to act in
concert with respect to their voting rights to be exercised at board meetings and
shareholders’ general meetings of Jilin Gongzhuling Rural Commercial Bank. Jilin
Gongzhuling Rural Commercial Bank is deemed to be under the Bank’s control
and to be the Group’s subsidiary

“Jingmen Dongbao Jingmen Dongbao Huimin Village Bank Co., Ltd. (fiF95 & = RN E R ITR D
Huimin Village and B BR A &), a joint stock company with limited liability incorporated in the PRC on
Township Bank” December 21, 2011, in which the Bank holds a 51% equity interest. The remaining

six shareholders hold 49% equity interest in Jingmen Dongbao Huimin Village and
Township Bank

Interim Report 2017



Chapter 1 Definitions and Glossary

“Latest Practicable Date”

“Listing Date”

“Leizhou Huimin Village and
Township Bank”

“Liaoyuan Rural Commercial
Bank”

“Lingshui Huimin Village
and Township Bank”

“Lujiang Huimin Village and
Township Bank”

September 22, 2017, being the latest practicable date for ascertaining certain
information in this interim report before its publication

January 12, 2017, being the date on which dealing in the H Shares commences
on the Hong Kong Stock Exchange

Leizhou Huimin Village Bank Co., Ltd. (M B R KT A% B R 2 7)), a joint
stock company with limited liability incorporated in the PRC on March 25, 2015,
in which the Bank holds a 45% equity interest. The remaining seven shareholders
hold 55% equity interest in Leizhou Huimin Village and Township Bank. The Bank
and three other shareholders (holding an aggregate of 20% equity interest in
Leizhou Huimin Village and Township Bank) entered into agreements to act in
concert with respect to their voting rights to be exercised at board meetings and
shareholders’ general meetings of Leizhou Huimin Village and Township Bank.
Leizhou Huimin Village and Township Bank is deemed to be under the Bank’s
control and to be the Group’s subsidiary

Liaoyuan Rural Commercial Bank Limited Liability Company (&R &+ 5 %48
1THERE TR A), a company with limited liability incorporated in the PRC on
November 15, 2012, and a wholly-owned subsidiary of the Group

Lingshui Huimin Village Bank Co., Ltd. (/KB R EIE1TR 5 B BR A 7)) (formerly
known as Lingshui Dasheng Company Bank Co., Ltd. (57K K 4 & 2R 17 A 15
A BR 2~ 7)), a joint stock company with limited liability incorporated in the PRC on
May 16, 2011, in which the Bank holds a 20% equity interest. The remaining 30
shareholders hold 80% equity interest in Lingshui Huimin Village and Township
Bank. The Bank and 11 other shareholders (holding an aggregate of 41.6% equity
interest in Lingshui Huimin Village and Township Bank) entered into agreements to
act in concert with respect to their voting rights to be exercised at board meetings
and shareholders’ general meetings of Lingshui Huimin Village and Township
Bank. Lingshui Huimin Village and Township Bank is deemed to be under the
Bank’s control and to be the Group’s subsidiary

Lu Jiang Hui Min Town Bank Co., Ltd. (B’ TERNERTARETLF), a
company with limited liability incorporated in the PRC on December 28, 2010, in
which the Bank holds a 60% equity interest. The remaining 49 shareholders hold
40% equity interest in Lujiang Huimin Village and Township Bank

n JIUTAI RURAL COMMERCIAL BANK



“Qingdao Jimo Huimin
Village and Township
Bank”

“NPLs” or “non-performing
loans”

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

“PBOC”

“PRC” or “China”

“PRC GAAP”

“Qianan Huimin Village and
Township Bank”

“Qingdao Pingdu Huimin
Village and Township
Bank”

Chapter 1 Definitions and Glossary

Qingdao Jimo Huimin Village Bank Co., Ltd. (E &2 B RN EETRH BR A F)
(formerly known as Qingdao Jimo Jingdu Village and Township Bank Co., Ltd.
(5 SRR A IR 1T RN B R A 7)), a joint stock company with limited liability
incorporated in the PRC on October 14, 2008, in which the Bank holds a 59%
equity interest. The remaining 5 shareholders hold 41% equity interest in Qingdao
Jimo Huimin Village and Township Bank

non-performing loans, and for the purpose of this interim report, means such
loans that are classified as substandard, doubtful and loss according to the five-
category loans classification system the Bank and each subsidiary bank adopted
pursuant to applicable PRC guidelines

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

the People’s Bank of China (1 B A E #£77), the central bank of the PRC

the People’s Republic of China, but for the purposes of this interim report only,
excluding Hong Kong, Macau and Taiwan, unless otherwise indicated

the PRC Accounting Standards for Business Enterprises (FF Bl 1> 2% & &t *# 8I))
promulgated by the Ministry of Finance of the PRC on February 15, 2006 and its
supplementary regulations, as amended, supplemented or otherwise modified
from time to time

Qianan Huimin Village Bank Co., Ltd. @ ZERMNHERITERET AR, a
company with limited liability incorporated in the PRC on December 28, 2010, in
which the Bank holds a 50.67% equity interest. The remaining 20 shareholders
hold 49.33% equity interest in Qianan Huimin Village and Township Bank

Qingdao Pingdu Huimin Village Bank Co., Ltd. (B & FEERNERTRH
B R A F]), ajoint stock company with limited liability incorporated in the PRC
on December 23, 2010, in which the Bank holds a 58.82% equity interest. The
remaining 94 shareholders hold 41.18% equity interest in Qingdao Pingdu Huimin
Village and Township Bank

Interim Report 2017 _



Chapter 1 Definitions and Glossary

“Qingyuan Qingxin
Huimin Village and
Township Bank”

“RMB” or “Renminbi”

“Sanya Huimin Village and
Township Bank”

“SFC”

“SFO”

Qingyuan Qingxin Huimin Village Bank Co., Ltd. (B /E B RN HERITR DA
R A Al), a joint stock company with limited liability incorporated in the PRC on
January 23, 2014, in which the Bank holds a 51% equity interest. The remaining
six shareholders hold 49% equity interest in Qingyuan Qingxin Huimin Village and
Township Bank, among which, Jilin Province Longyuan Agricultural Production
Group Co., Ltd. (BFMEEREXAEE LB B R QT is a connected person
of the Group

the lawful currency of the PRC

Sanya Huimin Village Bank Co., Ltd. (= 28 B R+ $HIR 17 %15 B R A &) (formerly
known as Sanya Phoenix County Village and Township Bank Co., Ltd. (= 3z Bl &
1 $E 4R 17 A% 19 B IR 2 7)), a joint stock company with limited liability incorporated
in the PRC on May 16, 2011, in which the Bank holds a 20% equity interest. The
remaining 10 shareholders hold 80% equity interest in Sanya Huimin Village and
Township Bank. The Bank and four other shareholders (holding an aggregate
of 33% equity interest in Sanya Huimin Village and Township Bank) entered into
agreements to act in concert with respect to their voting rights to be exercised at
board meetings and shareholders’ general meetings of Sanya Huimin Village and
Township Bank. Sanya Huimin Village and Township Bank is deemed to be under
the Bank’s control and to be the Group’s subsidiary

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

JIUTAI RURAL COMMERCIAL BANK



Chapter 1 Definitions and Glossary

“Shares” ordinary shares in the share capital of the Bank with a nominal value of RMB1.00
each
“Shareholder(s)” holder(s) of the Shares
“Shuangcheng Shuangcheng Huimin Village Bank Co., Ltd. (2R HEETHR ST A7),
Huimin Village and a company with limited liability incorporated in the PRC on January 25, 2010, in
Township Bank” which the Bank holds a 75% equity interest. The remaining 26 shareholders hold

25% equity interest in Shuangcheng Huimin Village and Township Bank

“Songyuan Ningjiang Songyuan Ningjiang Huimin Village Bank Company Limited ({A R % ;I E R $#&
Huimin Village and IRITIE D B BR A A, a joint stock company with limited liability incorporated in
Township Bank” the PRC on January 19, 2011, in which the Bank holds a 40.80% equity interest.

The remaining 55 shareholders hold 59.20% equity interest in Songyuan Ningjiang
Huimin Village and Township Bank. The Bank and two other shareholders (holding
an aggregate of 11.52% equity interest in Songyuan Ningjiang Huimin Village
and Township Bank) entered into agreements to act in concert with respect to
their voting rights to be exercised at board meetings and shareholders’ general
meetings of Songyuan Ningjiang Huimin Village and Township Bank. Songyuan
Ningjiang Huimin Village and Township Bank is deemed to be under the Bank’s
control and to be the Group’s subsidiary

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

“Taonan Huimin Village and ~ Taonan Huimin Vilage Bank Co., Ltd. (kB ERNEEITRHER A F), a
Township Bank” joint stock company with limited liability incorporated in the PRC on December
11, 2015, in which the Bank holds a 49% equity interest. The remaining 12
shareholders hold 51% equity interest in Taonan Huimin Village and Township
Bank. The Bank and four other shareholders (holding an aggregate of 30% equity
interest in Taonan Huimin Village and Township Bank) entered into an agreement
to act in concert with respect to their voting rights to be exercised at board
meetings and shareholders’ general meetings of Taonan Huimin Village and
Township Bank. Taonan Huimin Village and Township Bank is deemed to be under
the Bank’s control and to be the Group’s subsidiary

Interim Report 2017



Chapter 1 Definitions and Glossary

“three rurals”

“Tianjin Binhai Huimin Village
and Township Bank”

“Tongcheng Huimin Village
and Township Bank”

“Wenan County
Huimin Village and
Township Bank”

a short term for the issues related to agriculture, rural areas and rural households

Tianjin Binhai Huimin Village Bank Co., Ltd. (KEBEBRNBEBRTRHNDE
R~ B]), a joint stock company with limited liability incorporated in the PRC on
June 11, 2014, in which the Bank holds a 47% equity interest. The remaining
11 shareholders hold 53% equity interest in Tianjin Binhai Huimin Village and
Township Bank. The Bank and another shareholder (holding 5% equity interest in
Tianjin Binhai Huimin Village and Township Bank) entered into an agreement to
act in concert with respect to their voting rights to be exercised at board meetings
and shareholders’ general meetings of Tianjin Binhai Huimin Village and Township
Bank. Tianjin Binhai Huimin Village and Township Bank is deemed to be under the
Bank’s control and to be the Group’s subsidiary

Tongcheng Huimin Village Bank Co., Ltd. (@B BERNBERITERET R A), a
company with limited liability incorporated in the PRC on September 19, 2012,
and a wholly-owned subsidiary of the Bank

Huimin Village Bank of Wenan (X % $ 8 R #8817 % 9 B R 2 7)), a joint stock
company with limited liability incorporated in the PRC on December 23, 2011, in
which the Bank holds a 51% equity interest. The remaining six shareholders hold
49% equity interest in Wenan County Huimin Village and Township Bank

JIUTAI RURAL COMMERCIAL BANK
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“Wuchang Huimin Village Wuchang Huimin Village Bank Co., Ltd. (A®ERNEBEERTERET AR, a
and Township Bank” company with limited liability incorporated in the PRC on November 11, 2010, in
which the Bank holds a 66.67% equity interest. The remaining 25 shareholders

hold 33.33% equity interest in Wuchang Huimin Village and Township Bank

“Wuhua Huimin Village and ~ Wuhua Huimin Village Bank Co., Ltd. (A ZFE = RN #EE TR AR A 8)), a joint
Township Bank” stock company with limited liability incorporated in the PRC on January 13, 2014,
in which the Bank holds a 51% equity interest. The remaining seven shareholders

hold 49% equity interest in Wuhua Huimin Village and Township Bank

“Yun’an Huimin Village and ~ Yun’an Huimin Village Bank Co., Ltd. (E% & R #ER1TMD G R A ")), a joint
Township Bank” stock company with limited liability incorporated in the PRC on January 27, 2014,
in which the Bank holds a 61% equity interest. The remaining four shareholders

hold 39% equity interest in Yun’an Huimin Village and Township Bank

In this interim report:
1. any discrepancies in any table between totals and sums of the amounts listed are due to rounding; and

2. if there is any inconsistency between the Chinese names of entities or enterprises established in China and
their English translations, the Chinese names shall prevail.
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»>

Chapter 2 Company Profile

. BASIC INFORMATION OF THE BANK
Registered Name in Chinese:

EMNERBNEFEIRITIRGD BR A A (@bbreviated as 1. & & B R 17)

Registered Name in English:

Jilin Jiutai Rural Commercial Bank Corporation Limited (abbreviated as “Jiutai Rural Commercial Bank”)

Legal Representative:

Gao Bing

Authorized Representative:

Gao Bing, Wong Yat Tung

Board Secretary:

Yuan Chunyu

Joint Company Secretaries:

Yuan Chunyu, Wong Yat Tung

Registered Office Address:

No. 504 Xinhua Main Street,
Jiutai District, Changchun
Jilin Province, the PRC

Principal Office Address:

No. 2559 Wei Shan Road
High-tech Zone, Changchun
Jilin Province, the PRC

JIUTAI RURAL COMMERCIAL BANK



Customer Service Hotline:

+86 (431) 96888

Telephone:

+86 (431) 8925 0628

Facsimile:

+86 (431) 8925 0628

Company Website:

www.jtnsh.com

Place of Business in Hong Kong:

Room 3521, 35/F, Two Pacific Place
88 Queensway, Hong Kong

H Share Disclosure Websites:

Chapter 2 Company Profile

The Stock Exchange of Hong Kong Limited’s website at www.hkexnews.hk

The Bank’s website at www.jtnsh.com

Listing Place:

The Stock Exchange of Hong Kong Limited

Stock Short Name:
JIUTAI RCB

Stock Code:
06122

H Share Registrar:

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre,

183 Queen’s Road East,

Wanchai, Hong Kong
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PRC Legal Adviser:

King & Wood Mallesons

20/F, East Tower

World Financial Center

1 Dongsanhuan Zhonglu
Chaoyang District, Beijing, the PRC

Hong Kong Legal Adviser:
Latham & Watkins

18/F, One Exchange Square
8 Connaught Place

Central, Hong Kong

Auditors:
Domestic Auditor:

ShineWing Certified Public Accountants LLP
9/F, Block A, Fu Hua Mansion

No. 8 Chao Yang Men Bei Da Jie

Dong Cheng District, Beijing, the PRC

International Auditor:

SHINEWING (HK) CPA Limited
43/F, Lee Garden One

33 Hysan Avenue, Causeway Bay
Hong Kong

Compliance Advisor:

Guotai Junan Capital Limited
27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central
Hong Kong
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Il. HISTORY OF THE BANK

On December 15, 2008, upon the approval of the CBRC Jilin Bureau, the Bank was promoted and
established as a joint stock commercial bank named “Jilin Jiutai Rural Commercial Bank Corporation
Limited” (HFMNLEBRNEERITRM AR AF) by qualfied natural person shareholders of
the former Jiutai Rural Credit Cooperative (L& T & {5 A& {EH 1), newly introduced natural
person shareholders and legal person shareholders. On December 16, 2008, the Bank was formally
incorporated.

The Bank’s current registered address is No. 504 Xinhua Main Street, Jiutai District, Changchun,
Jilin province, the PRC. The Bank has established a place of business in Hong Kong at Room 3521,
35/F, Two Pacific Place, 88 Queensway, Hong Kong and registered as a non-Hong Kong company in
Hong Kong on February 17, 2016 under Part XVI of the Companies Ordinance (Chapter 622 of the Laws
of Hong Kong). The Bank appointed Wong Yat Tung as the Bank’s authorized representative for the
acceptance of service of process and notices in Hong Kong. The address for service of process on the
Bank in Hong Kong is at 18/F, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong. As the
Bank was established in the PRC, the Bank’s corporate structure and Articles of Association are subject
to the relevant laws and regulations of the PRC.

The Bank’s H Shares were listed on the Main Board of the Hong Kong Stock Exchange on January
12, 2017.

The Bank is not an authorized institution within the meaning of the Banking Ordinance (Chapter 155
of the Laws of Hong Kong), not subject to the supervision of the Hong Kong Monetary Authority, and not
authorized to carry on banking/deposit-taking business in Hong Kong.
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lll. AWARDS AND RECOGNITIONS IN THE FIRST HALF OF 2017

The Group has won numerous awards and recognitions attributable to its outstanding business
performance and management ability, including the following:

Unit

Awards/Recognitions

Organizer

The Bank

The Bank

The Bank

The Bank

The Bank

The Bank

The Bank

Top 100 Trading Banks in Interbank RMB
Market in 2016 (20164 /€ $R1T A A B ™
% R 510058)

Active Trader in Interbank RMB Market in
2016 (20164F EiR1TH AN ™ 55 B 2
5 1)

Top 100 Banks in Interbank RMB and
Foreign Exchange Market in 2016 (2016
FEIRITRE A R SME 1 3510058)

Class-A Bank for Implementation of
Foreign Exchange Control Regulations in
2016 (2016F EHITHNEEEREZ =%
AFEIR1T)

Top 10 Most Supportive and Beautiful
Rural Banks (T 1E % #F X B £+ IR 1T)

Unit with Best Consumer Satisfactory
Level of Jilin in 2016 (F M &20164F &
EEME iLL)

National May 1st Labor Award of Jilin (&
A R — & 8 42 R)

China Foreign Exchange Trade System
and National Interbank Funding Center
(FRISNERZ Z L ERERITER ZEF
&)

China Foreign Exchange Trade System
and National Interbank Funding Center
(FEINERX ZHRLEREEITERER
B

China Foreign Exchange Trade System
and National Interbank Funding Center
(FEIER S OLEEEIBITHERENR
fEr L)

Jilin Branch of the State Administration of
Foreign Exchange (& X 5IME & 32 B 5 M
A9 B)

Steering Committee of the Forum for
Chinese New Financial Institutions (4
MR eHMBEREEAEZS)

Financial Times ( mﬁﬁf?ﬁ&ﬁ)

Consumers Association of Jilin Province

(EFHEHREEHS)

Jilin Federation of Trade Unions (& #%&
T e
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Unit

Awards/Recognitions
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Organizer

The Bank

Changbai Mountain
Rural Commercial
Bank

Jilin Gongzhuling
Rural Commercial
Bank

Jilin Gongzhuling
Rural Commercial
Bank

Jilin Gongzhuling
Rural Commercial
Bank

Huadian Huimin
Village and
Township Bank

Taonan Huimin
Village and
Township Bank

Qingdao Pingdu
Huimin Village and
Township Bank

Lingshui Huimin
Village and
Township Bank

2017 Top Ten Innovative Institutions for
Rural Financial Brand of China (20174 &
BN SR+ EmEE S

National Youth of Civilization Entity (& &
3 BA 5F)

National Worker Pioneer (L A & $2 5%)

Top Ten Banks for Poverty Alleviation (+
EREEKE R

10 Most Efficient Rural Banks of China in
2017 R017F2HEN SR T EENE
BIRTT)

Award for Contribution to Local
Economic Development in 2016 (20164
[E 2 W EERARME

Unit with Best Consumer Satisfactory
Level of Baicheng in 2016-2017 (2016
F2017FE AWM ™ HEE & w2 L)
Qutstanding Innovative  Product for
Financial Services to Small and Micro
Enterprises in Banking Industry of
Qingdao in 2016 (2016FE & &RITE
IR 2 B IR 7% 8 55 B 3T EE an)

Pioneer Institution for Providing Financial
Services to Small and Micro Enterprises
in Hainan Province of 2016 (2016%F £ /&
A& /MR 1B R & Rl AR 75 5T A B ()

2017 China Development Forum for Rural
Financial Transformation (20174 & [ &
& B A B R R 1E)

Working Committee of Jilin Provincial
Communist Youth League (5B & #H&
EERUATIIEZES)

All-China Federation of Trade Unions (1
ErHETS)

Steering Committee of the Forum for
Chinese New Financial Institutions (4
MM EREEZS)

Financial Times (& &b ¥ 3R #1)

2017 China Development Forum for Rural
Financial Transformation (20174 /1 [ &
& R A 2 R 3R 1E)

Huadian Municipal Committee of the

Communist Party of China (9 ###
@™ %), Huadian Municipal People’s

Government (i & ™ A R IEUF)
Consumers Association of Baicheng City

BETHEEHS)

CBRC Qingdao Bureau (F REEEE€ F &

EER)

CBRC Hainan Bureau (f B iRE & 8/
EER)
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Chapter 3 Financial Summary

Six months ended Change in Year ended

(Expressed in millions of RMB, June 30, percentage December 31,

unless otherwise stated) 2017 2016 (%) 2016
Operating results
Interest income 4,642.0 3,904.2 18.9% 8,487.6
Interest expenses (2,453.7) (1,841.8) 33.2 (3,954.3)
Net interest income 2,188.3 2,062.4 6.1 4,533.3
Fee and commission income 351.1 274.2 28.0 781.6
Fee and commission expenses (16.8) (13.5) 24.4 (33.9)
Net fee and commission income 334.3 260.7 28.2 747.7
Net gains arising from

investment securities 159.5 167.0 (4.5) 387.7
Dividend income 100.3 106.5 (5.8) 106.6
Net trading gains 65.8 45.3 45.3 127.7
Gain on disposal of a subsidiary - — — —
Net Exchange gains/(losses) (11.3) 3.1 (464.5) 9.3
Other operating income 31.4 5.8 441.4 41.8
Operating income 2,868.3 2,650.8 8.2 5,954 .1
Operating expenses (1,204.8) (1,094.6) 101 (2,608.1)
Impairment losses on assets (556.7) (245.3) 126.9 (382.8)
Operating profit 1,106.8 1,310.9 (15.6) 2,968.2
Share of profits of associates 12.3 3.9 215.4 9.8
Profit before tax 1,119.1 1,314.8 (14.9) 2,973.0
Income tax expense (218.9) (282.0) (22.4) (657.2)
Profit for the period/year 900.2 1,032.8 (12.8) 2,315.8
Profit for the year attributable to:
— Owners of the Bank 692.8 866.6 (20.1) 1,886.8
— Non-controlling interests 207.4 166.2 24.8 429.0
Profit for the period/year 900.2 1,032.8 (12.8)% 2,315.8
Basic earnings per share (RMB) 0.18 0.26 (30.8) 0.57
Diluted earnings per share (RMB) 0.18 0.26 (30.8) 0.57
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Chapter 3 Financial Summary

As at As at Change in
June 30, December 31, percentage
2017 2016 (%)
Major indicators of assets/liabilities
Total assets 195,661.4 191,471.3 2.2
Of which: loans and advances to customers 72,020.4 60,286.4 19.5
Total liabilities 179,797.1 177,748.2 1.2
Of which: Deposits from customers 130,503.1 127,408.7 2.4
Total equity 15,864.3 13,723.1 15.6
Six months ended Change in
June 30, percentage
2017 2016 (%)
Profitability indicators
Return on assets® 0.93% 1.37% (82.1)
Return on capital®(® 12.17% 16.98% (28.3)
Net interest spread®'® 2.03% 2.41% (15.8)
Net interest margin®9 2.21% 2.56% (13.7)
Net fee and commission income
to operating income ratio® 11.65% 9.83% 18.5
Cost-to-income ratio® 40.93% 37.03% 10.5
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Chapter 3 Financial Summary

As at As at Change in As at
June 30, December 31, percentage June 30,
2017 2016 (%) 2016
Capital adequacy indicators
Core tier-one capital adequacy ratio® 9.52% 10.35% (8.0) 12.08%
Tier-one capital adequacy ratio® 9.71% 10.52% (7.7) 12.08%
Capital adequacy ratio® 12.43% 13.79% (9.9) 14.28%
Shareholders’ equity to total assets ratio 8.11% 717% 138.1 7.79%
Assets quality indicators
Non-performing loan ratio!® 1.59% 1.41% 12.8 1.57%
Provision coverage ratio 190.84% 206.57% (7.6) 198.18%
Provision to total loan ratio? 3.04% 2.92% 4.1 3.12%
Other indicators™®
Loan to deposit ratio* 56.92% 48.74% 16.8 49.76%
Notes:
(1) Calculated by dividing the net profit for the period/year by the average balance of total assets at the beginning and the end of that period/year.

2) Calculated by dividing the net profit for the period/year by the average balance of total equity at the beginning and at the end of that period/year.

) Calculated as the difference between the average yield on total interest-earning assets and the average cost on total interest-bearing liabilities.
(4) Calculated by dividing net interest income by average interest-earning assets.

5) Calculated by dividing net fee and commission income by operating income.

6) Calculated by dividing total operating expenses (net of business tax and surcharges) by operating income.

(7) Core tier-one capital adequacy ratio = (core tier-one capital — corresponding capital deductions)/risk-weighted assets.

8) Tier-one capital adequacy ratio = (tier-one capital — corresponding capital deductions)/risk-weighted assets.

) Capital adequacy ratio = (total capital — corresponding capital deductions)/risk-weighted assets.

(10)  Non-performing loan ratio = non-performing loans and advances to customers/total loans and advances to customers.
(11)  Provision coverage ratio = provision for impairment losses on loans/total non-performing loans and advances to customers.
(12)  Provision to total loan ratio = provision for impairment losses on loans/total loans and advances to customers.

(13)  These indicators refer to ratios we report to the China Banking Regulatory Commission (the “CBRC”) and calculated in accordance with PRC GAAP

and relative requirements of the CBRC regarding the financial data.

(14)  According to the revised PRC Commercial Banking Law which became effective on October 1, 2015, loan to deposit ratio is no longer applicable to

the PRC Commercial Banks as a regulatory ratio.

(15)  Ratios for the six months ended June 30, 2016 and 2017 are calculated on an annualized basis.

JIUTAI RURAL COMMERCIAL BANK



Chapter 4 Management Discussion and
Analysis

1 Environment and Outlook

In the first half of 2017, the global economy continued to recover moderately. In June 2017, the
World Bank issued the Global Economic Prospects. It is forecasted that the global economic growth
rate for the year will increase to 2.7% as compared to 2.4% in 2016. However, due to factors including
the rising of trade protectionism and the hike of interest rate by the U.S Federation Reserves, various
economies will be struggling for growth in the second half of the year.

In the first half of 2017, the GDP of China recorded a year-on-year growth of 6.9%, representing an
increase of 0.2 percentage point as compared to the corresponding period of last year. It shows that
the PRC economy is well-prepared to enter the stage of rapid growth in the mid-to-long run. From the
perspective of provincial economy, the Jilin economy has picked up its growth momentum. Benefitted
from the favourable policies including the revitalization of Northeastern China and the development of
Changjitu and Changchun New Area, development advantage of the Bank has been further enhanced.
Nonetheless, despite the challenges and difficulties inherent in the economic cycle and the new policy
stage of the financial industry, the PRC economy is expected to maintain steady growth with more
consolidated and expanded foundation as the supply-side structural reforms continue to deepen.

In the second half of 2017, leveraging on the economic, financial and regional development trends,
the Bank will seize the new opportunities arising from various policies and the new growth potential
from the industry upgrade with focus on the new consumption pattern to facilitate steady growth and
transformation, in order to achieve better operating results and new growth points through differentiating
its development advantage and cultivating new momentum.
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Chapter 4 Management Discussion and Analysis

2 Development Strategies

2017 is the first year after the Bank’s listing on the Hong Kong Stock Exchange. The Group’s
strategic goal is to establish its footprint across China while headquartered in Jilin province, and position
itself as a professional financial services provider with unique values and strong competitive advantages.
The Group also aims to become a leading modern PRC rural commercial banking group with strong
brand value. To achieve its goal, the Group plans to: (i) reinforce advantages in banking services for
the “three rurals” and small and medium sized enterprises; (i) exploit the growth potential of personal
financial services to promote the growth of its retail banking business; (jii) develop emerging businesses
to promote the transformation of the growth model; (iv) further strengthen the Group’s risk management
and internal control; and (v) attract, develop, retain and motivate high-quality talent.

3 Overall Business Review

In the first half of 2017, in the face of the complicated external situations and increasingly fierce peer
competition, the Group was devoted to overcoming various difficulties and challenges with satisfactory
progress in various aspects and maintained steady growth.

The Group recorded a total operating income of RMB2,868.3 million for the six months ended June
30, 2017, representing an increase of 8.2% as compared to RMB2,650.8 million for the six months
ended June 30, 2016. The Group’s net profit decreased by 12.8% from RMB1,032.8 million for the six
months ended June 30, 2016 to RMB900.2 million for the six months ended June 30, 2017.

As at June 30, 2017, the Group’s total assets amounted to RMB195,661.4 million, representing
an increase of 2.2% as compared with the beginning of the year; net loans and advances to customers
amounted to RMB72,020.4 million, representing an increase of 19.5% as compared with the beginning
of the year; the non-performing loan ratio remained at a reasonable level of 1.59%; total deposits from
customers amounted to RMB130,503.1 million, representing an increase of 2.4% as compared with the
beginning of the year.
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Chapter 4 Management Discussion and Analysis

(a) Analysis of the Consolidated Statement of Profit or Loss

Six months ended June 30,

Change in

(Expressed in millions of RMB, Change in percentage

unless otherwise stated) 2017 2016 amount (%)
Interest income 4,642.0 3,904.2 737.8 18.9%
Interest expense (2,453.7) (1,841.8) (611.9) 33.2
Net interest income 2,188.3 2,062.4 125.9 6.1
Fee and commission income 351.1 274.2 76.9 28.0
Fee and commission expenses (16.8) (13.5) (8.3) 24.4
Net fee and commission income 334.3 260.7 73.6 28.2
Net gains arising from investment

securities 159.5 167.0 (7.5) (4.5)
Dividend income 100.3 106.5 (6.2) (5.8)
Net trading gains 65.8 45.3 20.5 45.3
Gain on disposal of a subsidiary - — — —
Net exchange (losses)/gains (11.3) 3.1 (14.4) (464.5)
Other operating income 31.4 5.8 25.6 441 .4
Operating income 2,868.3 2,650.8 217.5 8.2
Operating expenses (1,204.8) (1,094.6) (110.2) 10.1
Impairment losses on assets (556.7) (245.3) (311.4) 126.9
Operating profit 1,106.8 1,310.9 (204.1) (15.6)
Share of profits of associates 12.3 3.9 8.4 215.4
Profit before tax 1,119.1 1,314.8 (195.7) (14.9)
Income tax expense (218.9) (282.0) 63.1 (22.4)
Net profit for the period 900.2 1,032.8 (132.6) (12.8)
Profit for the period attributable to:
— Owners of the Bank 692.8 866.6 (173.8) (20.1)
— Non-controlling interests 207.4 166.2 41.2 24.8
Net profit for the period 900.2 1,032.8 (132.6) (12.8)%

In the first six months of 2017, the Group’s operating income was RMB2,868.3 million, representing
a year-on-year increase of 8.2%, mainly attributable to the increase in assets, while profit before tax and
net profit for the period were RMB1,119.1 million and RMB900.2 million, respectively, representing a
year-on-year decrease of 14.9% and 12.8%, respectively. Due to the replacement of business tax by
value-added tax as well as the liberalization of interest rates, the Group’s net interest margin decreased
from 2.56% for the six months ended June 30, 2016 to 2.21% for the six months ended June 30, 2017.
As a result, profit for the period slightly decreased as compared with the corresponding period of last

year.
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Chapter 4 Management Discussion and Analysis

(i) Net interest income

Net interest income was the largest component of the Group’s operating income, representing
77.8% and 76.3% of operating income for the six months ended June 30, 2016 and 2017,
respectively. The table below sets forth the interest income, interest expense and net interest
income for the periods indicated.

Six months ended June 30,

Change in

(Expressed in millions of RMB, Change in percentage

unless otherwise stated) 2017 2016 amount (%)
Interest income 4,642.0 3,904.2 737.8 18.9%

Interest expense (2,453.7) (1,841.8) (611.9) 33.2
Net interest income 2,188.3 2,062.4 125.9 6.1%

The table below sets forth the average balance of the Group’s interest-earning assets and
interest-bearing liabilities, the related interest income or expense and the average yield or average
cost for the periods indicated. The average balance of interest-earning assets and interest-bearing
liabilities are the average of the daily balances.

Six months ended June 30, 2017 Six months ended June 30, 2016
Average Average

(Expressed in millions of RMB, Average Interest yield Average Interest yield

unless otherwise stated) Balance income (%) balance income (%)
Interest-earning assets
Loans and advances to

customers 71,573.3 2,314.1 6.47%  52,394.9 1,795.3 6.85%
Investment securities and

other financial assets 63,315.1 1,438.5 4.54 53,736.9 1,262.1 4.70
Deposits with banks and

other financial institutions 37,180.6 625.3 3.36 27,156.2 508.2 3.74
Financial assets held under

resale agreements 8,283.4 130.3 3.15 14,931.4 232.0 3.11
Deposits with the central bank® 16,983.4 123.1 1.45 11,834.3 88.8 1.50
Placements with banks and

other financial institutions 973.5 10.7 2.20 1,051.7 17.8 3.38
Total interest-earning assets 198,309.3 4,642.0 4.68% 161,105.4 3,904.2 4.85%
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Six months ended June 30, 2017 Six months ended June 30, 2016
Average Average

(Expressed in millions of RMB, Average Interest cost Average Interest cost

unless otherwise stated) balance expense (%) balance expense (%)
Interest-bearing liabilities
Deposits from customers 129,722.8 1,491.4 2.30% 100,681.8 1,128.5 2.24%
Financial assets sold under

repurchase agreements 16,479.7 229.3 2.78 28,843.8 341.1 2.36
Deposits from banks and

other financial institutions 8,141.3 131.5 3.23 9,960.1 156.5 3.14
Debt securities issued® 27,823.1 566.7 4.07 10,422.5 200.0 3.84
Placements from banks and

other financial institutions 2,004.8 26.4 2.63 780.8 11.0 2.82
Borrowing from the central bank 598.4 8.4 2.77 389.6 4.7 2.41
Total interest-bearing liabilities 184,770.1 2,453.7 2.65% 151,078.6 1,841.8 2.44%
Net interest income 2,188.3 2,062.4
Net interest spread® 2.03% 2.41%
Net interest margin® 2.21% 2.56%

Notes:

1) Primarily include debt securities classified as receivables, available-for-sale financial assets, financial assets at fair value through profit or loss

and held-to-maturity investments.
) Primarily consist of statutory deposit reserves, surplus deposit reserves and fiscal deposit reserves.
) Primarily consist of tier-two capital bonds, subordinated fixed rate bonds and interbank certificates.
(4) Calculated by the difference between the average yield on total interest-earning assets and the average cost of total interest-bearing liabilities.

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

assets).
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The table below sets forth the changes in the Group’s interest income and interest expense
attributable to changes in volume and interest rate for the periods indicated. Changes in volume
are measured by changes in the average balance, and changes in interest rate are measured by
changes in the average interest rates. Changes caused by both volume and interest rate have been
allocated to changes in volume.

Six months ended June 30, 2017 vs 2016

Net
(Expressed in millions of RMB, Interest Increase/
unless otherwise stated) Volume®™ rate® (decrease)®
Interest-earning Assets
Loans and advances to customers 620.1 (101.3) 518.8
Investment securities and other financial assets" 217.6 (41.2) 176.4
Financial assets held under resale agreements (104.6) 2.9 (101.7)
Deposits with banks and other financial institutions 168.6 (51.5) 1171
Deposits with the central bank 37.3 (8.0 34.3
Placements with banks and other financial institutions (0.9 (6.2) (7.1)
Changes in interest income 938.1 (200.3) 737.8
Interest-bearing Liabilities
Deposits from customers 333.9 29.0 362.9
Financial assets sold under repurchase agreements (172.0) 60.2 (111.8)
Deposits from banks and other financial institutions (29.4) 4.4 (25.0)
Debt securities issued 354.4 12.3 366.7
Placements from banks and other financial institutions 16.1 (0.7) 15.4
Borrowing from the central bank 2.9 0.8 3.7
Changes in interest expense 505.9 106.0 611.9
Changes in net interest income 432.2 (306.3) 125.9

Notes:

1) Represents the average balance for the period minus the average balance for the previous period, multiplied by the average yield/cost for the

period.

2 Represents the average yield/cost for the period minus the average yield/cost for the previous period, multiplied by the average balance for the

previous period.

(t¢)] Represents interest income/expense for the period minus interest income/expense for the previous period.
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(ii) Interest income

The table below sets forth the principal components of interest income for the periods
Indicated.

Six months ended June 30,

2017 2016

(Expressed in millions of RMB, % of % of

unless otherwise stated) Amount total Amount total
Loans and advances to customers 2,314.1 49.9% 1,795.3 45.9%
Investment securities and other financial assets 1,438.5 31.0 1,262.1 32.3
Deposits with banks and other financial institutions 625.3 13.5 508.2 13.1
Financial assets held under resale agreements 130.3 2.8 232.0 5.9
Deposits with the central bank 123.1 2.6 88.8 2.3
Placements with banks and other financial institutions 10.7 0.2 17.8 0.5
Total 4,642.0 100.0% 3.904.2 100.0%

The Group’s interest income increased by 18.9% from RMB3,904.2 million for the six months
ended June 30, 2016 to RMB4,642.0 million for the six months ended June 30, 2017, primarily
due to an increase in the average balance of interest-earning assets, from RMB161,105.4 million
for the six months ended June 30, 2016 to RMB198,309.3 million for the six months ended June
30, 2017, partially offset by a decrease in the average vyield on interest-earning assets, from 4.85%
for the six months ended June 30, 2016 to 4.68% for the six months ended June 30, 2017. The
increase in the average balance of interest-earning assets was primarily due to the increases in the
average balance of investment securities and other financial assets, deposits with banks and other
financial institutions, loans and advances to customers and deposits with the central bank in line
with the growth of the Group’s business. Due to the effect of the replacement of business tax by
value-added tax and the liberalization of interest rates, the Group recorded a slight decrease in the
average yield on placements with banks and other financial institutions, deposits with banks and
other financial institutions, investment securities and other financial assets and loans and advances
to customers.
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(A) Interest income from loans and advances to customers

Interest income from loans and advances to customers represented 45.9% and 49.9%
of the Group’s total interest income for the six months ended June 30, 2016 and 2017,
respectively. The table below sets forth the average balance, interest income and average yield
of loans and advances to customers by product for the periods indicated.

Six months ended June 30,

2017 2016

Average Average

(Expressed in millions of RMB, Average Interest yield Average Interest yield

unless otherwise stated) balance income (%) balance income (%)
Corporate loans 55,108.2 1,813.2 6.58% 35,976.3 1,262.3 7.02%

Retail loans 16,445.1 500.5 6.09 14,682.5 504.7 6.87

Discounted bills 20.0 0.4 4.00 1,736.1 28.3 3.26
Total loans and advances to customers 71,573.3 2,314.1 6.47% 52,394.9 1,795.3 6.85%

(B) Interest income from investment securities and other financial assets

Interest income from investment securities and other financial assets increased by 14.0%
from RMB1,262.1 million for the six months ended June 30, 2016 to RMB1,438.5 million for
the six months ended June 30, 2017, primarily due to an increase in the average balance of
investment securities and other financial assets, from RMB53,736.9 million for the six months
ended June 30, 2016 to RMB63,315.1 million for the six months ended June 30, 2017,
resulting in an increase of relevant interest income, which was partially offset by the decrease of
average Yield from 4.7% for the six months ended June 30, 2016 to 4.54% for the six months
ended June 30, 2017.

(C) Interest income from deposits with banks and other financial institutions

Interest income from deposits with banks and other financial institutions increased by
23.0% from RMB508.2 million for the six months ended June 30, 2016 to RMB625.3 million
for the six months ended June 30, 2017, primarily due to an increase in the average balance
of deposits with banks and other financial institutions, from RMB27,156.2 million for the six
months ended June 30, 2016 to RMB37,180.6 million for the six months ended June 30, 2017,
resulting in an increase of relevant interest income, which was partially offset by the decrease of
average yield from 3.74% for the six months ended June 30, 2016 to 3.36% for the six months
ended June 30, 2017.
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(D) Interest income from financial assets held under resale agreements

Interest income from financial assets held under resale agreements decreased by 43.8%
from RMB232.0 million for the six months ended June 30, 2016 to RMB130.3 million for the
six months ended June 30, 2017, primarily due to a decrease in the average balance of those
assets, from RMB14,931.4 million for the six months ended June 30, 2016 to RMB8,283.4
million for the six months ended June 30, 2017. The decrease in the average balance of those
assets was primarily attributable to the adjustment of interbank assets structure to balance risk
and return by the Group.

(E) Interest income from deposits with the central bank

Interest income from deposits with the central bank increased by 38.6% from RMB88.8
million for the six months ended June 30, 2016 to RMB123.1 million for the six months ended
June 30, 2017, primarily due to an increase in the average balance of deposits with the central
bank, from RMB11,834.3 million for the six months ended June 30, 2016 to RMB16,983.4
million for the six months ended June 30, 2017, partially offset by a slight decrease in the
average yield on deposits with the central bank, from 1.50% for the six months ended June 30,
2016 to 1.45% for the six months ended June 30, 2017. The increase in the average balance of
deposits with the central bank was primarily due to an increase in the statutory deposit reserves
resulting from increased customer deposits.

(iii) Interest expenses
The table below sets forth the principal components of the Group’s interest expenses for the

periods indicated.

Six months ended June 30,

2017 2016

(Expressed in millions of RMB, % of % of

unless otherwise stated) Amount total Amount total
Deposits from customers 1,491.4 60.8% 1,128.5 61.3%
Financial assets sold under repurchase agreements 229.3 9.3 341.1 18.5
Deposits from banks and other financial institutions 131.5 5.4 156.5 8.5
Debt securities issued 566.7 23.1 200.0 10.8
Placements from banks and

other financial institutions 26.4 1.1 11.0 0.6
Borrowings from the central bank 8.4 0.3 4.7 0.3
Total 2,453.7 100.0% 1,841.8 100.0%
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(A) Interest expenses on deposits from customers

The table below sets forth the average balance, interest expense and average cost for the
components of deposits from customers for the periods indicated.

Six months ended June 30,

2017 2016
Average Average

(Expressed in millions of RMB, Average Interest cost Average Interest cost

unless otherwise stated) balance expense (%) balance expense (%)
Corporate deposits
Time 26,666.9 476.8 3.58% 21,470.7 459.5 4.28%
Demand 31,540.9 213.0 1.35 25,757.8 157.6 1.22
Subtotal 58,207.8 689.8 2.37% 47,228.5 617.1 2.61%
Retail deposits
Time 52,070.5 767.1 2.95% 39,675.0 486.9 2.45%
Demand 19,444.5 34.5 0.35 13,778.3 24.5 0.36
Subtotal 71,515.0 801.6 2.24% 53,453.3 5114 1.91%
Total deposits from customers 129,722.8 1,491.4 2.30%  100,681.8 1,128.5 2.24%

Interest expenses on deposits from customers increased by 32.2% from RMB1,128.5
million for the six months ended June 30, 2016 to RMB1,491.4 million for the six months ended
June 30, 2017, primarily due to an increase in the average balance of deposits from customers,
from RMB100,681.8 million for the six months ended June 30, 2016 to RMB129,722.8 million
for the six months ended June 30, 2017, and an increase in the average cost of deposits from
customers, from 2.24% for the six months ended June 30, 2016 to 2.30% for the six months
ended June 30, 2017.

JIUTAI RURAL COMMERCIAL BANK



Chapter 4 Management Discussion and Analysis

(B) Interest expenses on financial assets sold under repurchase agreements

Interest expenses on financial assets sold under repurchase agreements decreased by
32.8% from RMB341.1 million for the six months ended June 30, 2016 to RMB229.3 million
for the six months ended June 30, 2017, primarily due to a decrease in the average balance
of financial assets sold under repurchase agreements from RMB28,843.8 million for the six
months ended June 30, 2016 to RMB16,479.7 million for the six months ended June 30, 2017,
which was partially offset by the increase of average cost from 2.36% for the six months ended
June 30, 2016 to 2.78% for the six months ended June 30, 2017.

(C) Interest expenses on deposits from banks and other financial institutions

Interest expenses on deposits from banks and other financial institutions decreased by
16.0% from RMB156.5 million for the six months ended June 30, 2016 to RMB131.5 million for
the six months ended June 30, 2017, mainly due to a decrease in the average balance of those
liabilities from RMB9,960.1 million for the six months ended June 30, 2016 to RMB8,141.3
million for the six months ended June 30, 2017, which was partially offset by the increase of
average cost from 3.14% for the six months ended June 30, 2016 to 3.23% for the six months
ended June 30, 2017.

(D) Interest expenses on debt securities issued

Interest expenses on debt securities issued increased by 183.4% from RMB200.0 million
for the six months ended June 30, 2016 to RMB566.7 million for the six months ended June
30, 2017, mainly due to the issuance of interbank deposits in an aggregate face value of
RMB12,540.0 million in the first half of 2017.

(iv) Net interest spread and net interest margin

Net interest spread is the difference between the average yield on total interest-earning assets
and the average cost of total interest-bearing liabilities. Net interest margin is the ratio of net interest
income to the average balance of interest-earning assets.

Net interest spread decreased from 2.41% for the six months ended June 30, 2016 to 2.03%
for the six months ended June 30, 2017, and net interest margin decreased from 2.56% for the
six months ended June 30, 2016 to 2.21% for the six months ended June 30, 2017, primarily due
to the decrease in the average yield of interest-earning assets as affected by the liberalization of
interest rates and the replacement of business tax by value-added tax, as well as the increase in the
average cost of total interest-bearing liabilities due to the liability structure and the liberalization of
interest rates.
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(v) Non-interest income

(A) Net fee and commission income

Six months ended June 30,

Change in
(Expressed in millions of RMB, Change in percentage
unless otherwise stated) 2017 2016 amount (%)
Fee and commission income
Advisory fees 136.1 132.1 4.0 3.0%
Syndicated loan service fees 38.8 31.0 7.8 25.2
Settlement and clearing fees 24.2 17.0 7.2 42.4
Agency services fees 19.1 26.2 (7.1) (27.1)
Wealth management service fees 127.1 58.6 68.5 116.9
Bank card service fees 3.4 3.1 0.3 9.7
Others" 2.4 6.2 (3.8) (61.3)
Subtotal 351.1 274.2 76.9 28.0%
Fee and commission expense (16.8) (13.5) (3.3) 24.4%
Net fee and commission income 334.3 260.7 73.6 28.2%

Note:

(1) Primarily consist of fee income from loan business, fee and commission of guarantees and commitments and income from safe deposit

box business.

Net fee and commission income increased by 28.2% from RMB260.7 million for the six
months ended June 30, 2016 to RMB334.3 million for the six months ended June 30, 2017,
primarily due to the increase in wealth management service fees, service fees of syndicated

loans and settlement and clearing fees.

Fee and commission expenses mainly included fees paid to third parties for settlement and
clearing services. Fee and commission expenses increased by 24.4% from RMB13.5 million
for the six months ended June 30, 2016 to RMB16.8 million for the six months ended June 30,
2017, mainly due to an increase in the volume of domestic settlement transactions.
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(B) Net gains arising from investment securities

Net gains arising from investment securities included net gains from selling investment
securities and other financial assets and revaluation gains resulting from the reclassification from
other consolidated income to profits or losses upon the disposal of assets.

Net gains arising from investment securities decreased by 4.5% from RMB167.0 million
for the six months ended June 30, 2016 to RMB159.5 million for the six months ended June
30, 2017. The decrease was mainly due to the decrease in market prices of bonds and other
invested assets as affected by the changes in market interest rate.

(C) Dividend income

Dividend income decreased by 5.8% from RMB106.5 million for the six months ended
June 30, 2016 to RMB100.3 million for the six months ended June 30, 2017. The decrease
was mainly due to the decrease in actual distribution of dividends by non-controlling rural
commercial banks and other entities invested by the Bank.

(D) Net trading gains

Net trading gains increased by 45.3% from RMB45.3 million for the six months ended
June 30, 2016 to RMB65.8 million for the six months ended June 30, 2017, mainly due to the
changes in fair values of the Group’s debt securities held for trading and assets management
plans as at the end of the period.

(E) Net exchange gains

Net exchange gains mainly included net gains arising out of foreign exchange settlement
and foreign exchange transactions. The Group had net exchange gains of negative RMB11.3
million and RMB3.1 million for the six months ended June 30, 2017 and 2016, respectively,
primarily reflecting the fluctuation of foreign exchange rates.

(F) Other operating income

Other operating income mainly included government subsidies. Other operating income
increased by 441.4% from RMB5.8 million for the six months ended June 30, 2016 to
RMB31.4 million for the six months ended June 30, 2017, which primarily reflected the increase
in government subsidies received by the village and township banks.
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(vi) Operating expenses

Operating expenses increased by 10.1% from RMB1,094.6 million for the six months ended
June 30, 2016 to RMB1,204.8 million for the six months ended June 30, 2017. The increase was
primarily due to the increase in staff costs.

The table below sets forth the principal components of operating expenses for the periods

indicated.
Six months ended June 30,
Change in
(Expressed in millions of RMB, Change in percentage
unless otherwise stated) 2017 2016 amount (%)
Staff costs 681.9 593.4 88.5 14.9%
Property and equipment expenses 273.2 209.3 63.9 30.5
General management and
administrative expenses 219.0 178.5 40.5 22.7
Business tax and surcharges 30.7 113.4 (82.7) (72.9)
Total 1,204.8 1,094.6 110.2 10.1%

(A) Staff costs

The table below sets forth the components of staff costs for the periods indicated.

Six months ended June 30,

Change in
(Expressed in millions of RMB, Change in percentage
unless otherwise stated) 2017 2016 amount (%)
Salaries and bonuses 465.4 4231 42.3 10.0%
Social insurance 129.0 97.8 31.2 31.9
Staff welfares 37.4 35.1 2.3 6.6
Housing allowances 38.5 28.3 10.2 36.0
Labor union and staff
education expenses 11.6 9.1 2.5 27.5
Total staff costs 681.9 593.4 88.5 14.9%
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Staff costs increased by 14.9% from RMB593.4 million for the six months ended June 30,
2016 to RMB681.9 million for the six months ended June 30, 2017. The increase in staff costs
primarily reflected an increase in the number of employees because of the acquisitions and the
organic growth and the expansion of the branch network.

(B) Property and equipment expenses

Property and equipment expenses increased by 30.5% from RMB209.3 million for the
six months ended June 30, 2016 to RMB273.2 million for the six months ended June 30,
2017. The increase in property and equipment expenses was mainly due to an increase
in depreciation on properties owned by newly established branches and rent for leased
properties.

(C) General management and administrative expenses

General management and administrative expenses mainly included business promotion
fees, transportation fee in relation to the delivery of cash and repair expenses. General
management and administrative expenses increased by 22.7% from RMB178.5 million for the
six months ended June 30, 2016 to RMB219.0 million for the six months ended June 30, 2017,
primarily attributable to the Group’s business growth.

(D) Business tax and surcharges

The Group pays taxes for interest income from loans, fee and commission income and
securities trading gains. Business tax and surcharges decreased 72.9% from RMB113.4 million
for the six months ended June 30, 2016 to RMB30.7 million for the six months ended June
30, 2017. The decreases in business tax and surcharges were primarily because the Group
paid value-added tax instead of business tax for interest income from loans and fees and
commission income since the reform of value-added tax took effect from May 2016.
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(vii) Impairment losses on assets

The table below sets forth the principal components of impairment losses on assets for the
periods indicated.

Six months ended June 30,

Change in

(Expressed in millions of RMB, Change in  percentage

unless otherwise stated) 2017 2016 amount (%)
Loans and advances to customers 407.5 253.4 154 .1 60.8%

Debt securities classified as receivables 144.5 (8.3) 152.8 (1,841.0)

Other receivables 1.1 — 1.1 —

Property and equipment® 3.6 0.2 3.4 1,700.0
Total 556.7 245.3 311.4 126.9%

Note:

(1) Primarily consist of property and equipment and repossessed assets.

Impairment losses on assets increased by 126.9% from RMB245.3 million for the six months
ended June 30, 2016 to RMB556.7 million for the six months ended June 30, 2017, mainly due to
an increase in provisions for impairment losses of loans driven by an increase in loans and advances
to customers.

Debt securities classified as receivables of the Group increased by 104.3% from RMB10,779.6
million as of December 31, 2016 to RMB22,025.1 million as of June 30, 2017, which was the
major reason for the increase in provisions for impairment losses of debt securities classified as
receivables. Due to the impacts of the increase in repossessed assets and the changes in value of
relevant assets, the provisions for impairment losses of property and equipment during the period
increased.

(viii) Income tax expense

Income tax expense decreased by 22.4% from RMB282.0 million for the six months ended
June 30, 2016 to RMB218.9 million for the six months ended June 30, 2017. The decrease in
income tax expense was in line with the decrease in profit before tax in the first half of 2017.
Effective tax rates were 19.6% and 21.4% for the six months ended June 30, 2017 and 2016,
respectively. The relative lower effective tax rate in the first half of 2017 was mainly due to higher
percentage of non-taxable income (including dividend income, interest income from treasury bonds
and local government bonds and interest income from small loans to rural households).
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(b) Analysis of the Consolidated Statement of Financial Position
(i) Assets

As of June 30, 2017 and December 31, 2016, the Group’s total assets amounted to
RMB195,661.4 million and RMB191,471.3 million, respectively. Major components of total assets
include (i) loans and advances to customers; (i) investment securities and other financial assets; (iii)
deposits with banks and other financial institutions; and (iv) cash and deposits with the central bank.
The table below sets forth the components of total assets as of the dates indicated.

As of June 30, 2017 As of December 31, 2016

(Expressed in millions of RMB, % of % of

unless otherwise stated) Amount total Amount total
Assets
Loans and advances to customers,

gross 74,281.3 38.0% 62,100.8 32.4%
Provision for impairment losses (2,260.9) (1.2) (1,814.4) (0.9
Loans and advances to customers,

net 72,020.4 36.8 60,286.4 31.5
Investment securities and other

financial assets!" 64,105.1 32.8 38,752.6 20.2
Deposits with banks and other

financial institutions 25,177.4 12.9 37,733.8 19.7
Cash and deposits with the central

bank 26,314.7 13.4 32,983.7 17.2
Financial assets held under

resale agreements 334.6 0.2 15,231.1 8.0
Placements with banks and

other financial institutions 140.0 0.1 — —
Other assets® 7,569.2 3.8 6,483.7 3.4
Total assets 195,661.4 100.0% 191,471.3 100.0%

Notes:

1) Include available-for-sale financial assets, financial assets at fair value through profit or loss, debt securities classified as receivables and held-to-

maturity investments.

(2)  Primarily consist of property and equipment, goodwill, other receivables and prepayments, interests receivable, deferred tax assets,

repossessed assets and interests in associates.
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(A) Loans and advances to customers

As of June 30, 2017, the Group’s total loans and advances to customers was
RMB74,281.3 million, representing an increase of 19.5% as compared to December 31,
2016. Net loans and advances to customers accounted for 36.8% of the Group’s total assets,
representing an increase of approximately 5.3 percentage points as compared to the same
period of last year.

The table below sets forth loans and advances to customers by product as of the dates

indicated.
As of June 30, 2017 As of December 31, 2016
(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Corporate loans 55,984.2 75.4% 45,304.5 73.0%
Retail loans 18,268.1 24.6 16,786.3 27.0
Discounted bills 29.0 0.0 10.0 0.0
Total loans and advances
to customers 74,281.3 100.0% 62,100.8 100.0%

Loans and advances to customers are the largest component of total assets. The Group
offers a variety of loan products, substantially all of which are denominated in Renminbi. Loans
and advances to customers, net of provision for impairment losses, represented 36.8% and
31.5% of total assets as of June 30, 2017 and December 31, 2016, respectively.

The Group’s corporate loans increased by 23.6% from RMB45,304.5 milion as of
December 31, 2016 to RMB55,984.2 million as of June 30, 2017, primarily due to (i) the growth
of the market demand for corporate loans; and (i) the establishment of new branches and sub-
branches by the Bank.

The Group’s retail loans mainly comprise of personal business loans, personal
consumption loans and residential and commercial mortgage loans. The Group’s retail loans
increased by 8.8% from RMB16,786.3 million as of December 31, 2016 to RMB18,268.1
million as of June 30, 2017, primarily due to () the Group’s efforts to support the financing
needs of SME business owners (including sole proprietors); (i) the expansion of the distribution
network; and (iii) the adjustment of the Group’s loan portfolio to increase the proportion of long-
term loans (including residential and commercial mortgage loans).
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Loans by Collateral

Collateralized loans, pledged loans and guaranteed loans in the aggregate represented
97.1% and 97.7% of total loans and advances to customers as of June 30, 2017 and
December 31, 2016, respectively. If a loan is secured by more than one form of collateral, the
classification is based on the primary form of collateral. The table below sets forth loans and
advances to customers by the type of collateral as of the dates indicated.

As of June 30, 2017 As of December 31, 2016
(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Collateralized loans 32,119.4 43.2% 28,4751 45.9%
Pledged loans 11,252.6 15.2 10,269.6 16.5
Guaranteed loans 28,750.1 38.7 21,932.2 35.3
Unsecured loans 2,159.2 2.9 1,423.9 2.3
Total loans and advances
to customers 74,281.3 100.0% 62,100.8 100.0%

Collateralized loans and pledged loans are the largest component of total loans and
advances to customers. Collateralized loans and pledged loans as a percentage of total loans
and advances to customers were 62.4% as of December 31, 2016 and 58.4% as of June 30,
2017, respectively.

The Group has adopted more stringent credit assessment criteria for extending guaranteed
loans. Corporate loans are generally guaranteed by listed companies or guarantee companies.
The Bank and each subsidiary bank consider the size, credit history and risk-resistance level of
a guarantee company to decide whether or not to accept its guarantees. Guaranteed loans as
a percentage of total loans and advances to customers was 35.3% as of December 31, 2016
and 38.7% as of June 30, 2017.

The Bank and each subsidiary bank extend unsecured loans to customers with relatively
high credit ratings based on their internal credit risk rating system. As of December 31, 2016
and June 30, 2017, unsecured loans represented 2.3% and 2.9% of total loans and advances
to customers.
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Movements of provision for impairment losses on loans and advances to customers

(Expressed in millions of RMB, June 30, December 31,

unless otherwise stated) 2017 2016
As at the beginning of the period 1,814.4 1,404.3
Charge for the period/year 407.8 446.7
Reverse for the period/year (0.3) (67.7)
Amounts written off as uncollectible (12.0) (16.2)
Recoveries of loans and advances previously written off 7.7 43.9
Acquisition of subsidiaries 43.3 3.4
As of June 30/December 31 2,260.9 1,814.4

Provision for impairment losses on loans increased by 24.6% from RMB1,814.4 million
as of December 31, 2016 to RMB2,260.9 million as of June 30, 2017, primarily due to the
increase in the provision for impairment losses of loans along with the increase in the loans and
advances to customers of the Group.

(B) Investment securities and other financial assets

As of June 30, 2017 and December 31, 2016, the Group had investment securities
and other financial assets of RMB64,105.1 million and RMB38,752.6 million, respectively,
representing 32.8% and 20.2% of its total assets, respectively.

Investment securities and other financial assets primarily include debt securities, asset
management plans, trust plans, wealth management products issued by other financial
institutions, beneficiary certificates issued by securities companies and equity investments.
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As of June 30, 2017 As of December 31, 2016

(Expressed in millions of RMB, % of % of

unless otherwise stated) Amount total Amount total
Debt securities investments
Available-for-sale debt securities 12,527.2 19.5% 4,735.3 12.3%
Held-to-maturity debt securities 7,731.8 12.1 2,184.6 5.6
Debt securities held for trading 323.7 0.5 287.6 0.7
Debt securities classified

as receivables - - — —
Subtotal 20,582.7 32.1% 7,207.5 18.6%
Asset management plans

and trust plans
Asset management plans 30,663.4 47.8% 22,757.7 58.7%
Trust plans 10,099.3 15.8 2,896.5 7.5
Subtotal 40,762.7 63.6% 25,654.2 66.2%
Wealth management products

issued by other financial

institutions 1,737.0 2.7% 4,695.8 12.1%
Subtotal 1,737.0 2.7% 4,695.8 12.1%
Equity investments
Available-for-sale equity

investments 1,022.7 1.6% 1,195.1 3.1%
Subtotal 1,022.7 1.6% 1,195.1 3.1%
Total investment securities and

other financial assets, net 64,105.1 100.0% 38,752.6 100.0%
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Investment securities and other financial assets increased by 65.4% from RMB38,752.6
million as of December 31, 2016 to RMB64,105.1 million as of June 30, 2017. The increases in
net investment securities and other financial assets were primarily due to an increase in funds
available for investment.

(i) Liabilities

As of June 30, 2017 and December 31, 2016, total liabilities amounted to RMB179,797.1
million and RMB177,748.2 million, respectively. Major components of liabilities include () deposits
from customers; (i) debt securities issued; (iii) financial assets sold under repurchase agreements;
and (iv) deposits from banks and other financial institutions. The table below sets forth the
components of total liabilities as of the dates indicated.

As of June 30, 2017 As of December 31, 2016

(Expressed in millions of RMB, % of % of

unless otherwise stated) Amount total Amount total
Deposits from customers 130,503.1 72.6% 127,408.7 71.7%
Debt securities issued 27,626.7 15.4 23,395.9 13.2
Financial assets sold under

repurchase agreements 9,253.8 5.1 14,595.0 8.2
Deposits from banks and other

financial institutions 7,380.6 4.1 7,245.7 4.1
Borrowing from the central bank 242.4 0.1 1,822.8 1.0
Placements from banks and

other financial institutions 2,127.5 1.2 442.5 0.2
Other liabilities™" 2,663.0 1.5 2,837.6 1.6
Total liabilities 179,797.1 100.0% 177,748.2 100.0%

Note:

(1) Primarily consist of accrued staff costs and taxes payable.
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(A) Deposits from customers

The Group provides demand and time deposit products to corporate and retail customers.
The table below sets forth deposits from customers by product and customer type as of the

dates indicated.

As of June 30, 2017

As of December 31, 2016

(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Corporate deposits
Demand deposits 25,662.0 19.7% 35,848.7 28.2%
Time deposits 25,255.7 19.4 22,708.3 17.8
Subtotal 50,917.7 39.0 58,5657.0 46.0
Retail deposits
Demand deposits 20,083.2 15.4 18,943.9 14.9
Time deposits 55,706.0 42.7 46,259.9 36.3
Subtotal 75,789.2 58.1 65,203.8 51.2
Others!" 3,796.2 2.9 3,647.9 2.8
Total deposits from customers 130,503.1 100.0% 127,408.7 100.0%

Note:

(1) Primarily consist of pledged deposits held as collateral and fiscal deposits.

Total deposits from customers increased by 2.4% from RMB127,408.7 million as of
December 31, 2016 to RMB130,503.1 million as of June 30, 2017. The increases were
primarily attributable to (i) the consolidation of the village and township banks that were newly
acquired; (ii) expansion of the branch network; and (i) enhanced marketing efforts to increase

deposits.
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(B) Debts securities issued

In December 2012, the Bank issued an aggregate principal amount of RMB700.0 million
subordinated fixed rate bonds. The bonds have a term of 10 years and bear an interest rate of
7.00% per annum. The Bank has an option to redeem the bonds on December 31, 2017 at
par.

In April 2015, the Bank issued tier-two capital bonds in an aggregate principal amount of
RMB800.0 million. The bonds have a term of 10 years and bear an interest rate of 6.30% per
annum. The Bank has an option to redeem the bonds on April 13, 2020 at par. In October
2016, the Bank issued RMB900.0 million at a face value of 4.20% fixed rate 10-year tier-two
capital bonds.

From January 1, 2016 to December 31, 2016, the Bank issued several tranches of zero-
coupon interbank certificates, with an aggregate face value of RMB37,140.0 million. The
interbank certificates have a term ranging from one month to one year and bear effective
interest rates between 2.9% and 4.1%.

From January 1, 2017 to June 30, 2017, the Bank issued 19 tranches of zero-coupon
interbank certificates, with an aggregate face value of RMB12,540.0 million. The interbank
certificates have a term ranging from six months to one year and bear effective interest rates
between 4.55% and 4.65%.

(iii) Shareholders’ equity

The table below sets forth the changes in shareholders’ equity as of the dates indicated.

As of June 30, 2017 As of December 31, 2016
(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Share capital 3,984.8 25.1% 3,294.8 24.0%
Capital reserve 5,305.9 33.5 3,347.0 24.4
Investment revaluation reserve (215.3) (1.4) 17.9 0.1
Surplus reserve 510.3 3.2 510.3 3.7
General reserve 1,353.6 8.5 1,351.9 9.9
Retained earnings 1,104.2 7.0 1,608.5 1.7
Non-controlling interests 3,820.8 24 1 3,5692.7 26.2
Total equity 15,864.3 100.0% 18,723.1 100.0%
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(c) Assets Quality Analysis
(i) Breakdown of loans by the five-category classification

For the Group, the non-performing loans are classified into loans and advances to customers of
substandard, doubtful and loss. As of June 30, 2017, the Group’s non-performing loans amounted
to RMB1,184.7 million. The following table sets forth loans and advances to customers by loan
classification as of the dates indicated.

As of June 30, 2017 As of December 31, 2016

(Expressed in millions of RMB, % of % of

unless otherwise stated) Amount total Amount total
Normal 71,327.4 96.0% 59,201.1 95.3%
Special mention 1,769.2 2.4 2,021.3 3.3
Substandard 366.9 0.5 213.2 0.3
Doubtful 805.8 1.1 663.5 1.1
Loss 12.0 0.0 1.7 0.0
Total loans and advances

to customers 74,281.3 100.0% 62,100.8 100.0%
Non-performing loan and

non-performing loan ratio 1,184.7 1.59% 878.4 1.41%

Note:

1) Calculated by dividing non-performing loans by total loans and advances to customers.

As of June 30, 2017 and December 31, 2016, the Group’s non-performing loan ratio was
1.59% and 1.41%, respectively. The slight increase in non-performing loan ratio of the Group as
of June 30, 2017 as compared to that of December 31, 2016 was primarily due to the operating
difficulties of certain customers in some industries as affected by the macro-economic and financial
conditions and structural adjustments.
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(ii) Concentration of loans

(A) Concentration by industry and distribution of non-performing loans

The table below sets forth the breakdown of loans and non-performing loans by industry as
of the dates indicated.

June 30, 2017 December 31, 2016
Non- Non- Non- Non-
performing performing performing  performing
(Expressed in millions of RMB, Loan % of loan loan Loan % of loan loan
unless otherwise stated) amount total amount ratio amount total amount ratio
Corporate loans
Wholesale and retail 14,402.1 19.4% 164.7 1.14%  10,204.6 16.4% 107.3 1.05%
Manufacturing 10,199.8 13.7 236.8 2.32 8,430.7 13.6 191.4 2.27
Construction 6,343.5 8.5 76.2 1.20 5,408.8 8.7 15.7 0.29
Real estate 5,451.9 7.3 125.0 2.29 4,743.5 7.6 125.0 2.64
Agriculture, forestry, animal husbandry
and fishery 4,527.5 6.1 141.6 3.13 3,820.9 6.2 50.2 1.31
Leasing and business services 3,182.6 4.3 - 0.00 2,852.0 4.6 - -
Transportation, storage and postal services 2,581.7 3.5 4.7 0.18 2,231.7 3.6 47 0.21
Electricity, gas and water production and supply 2,804.3 3.8 4.6 0.16 1,951.7 3.1 4.6 0.24
Education 1,371.3 1.8 - 0.00 1,069.7 1.7 - -
Accommodation and catering 1,066.0 1.4 - 0.00 920.4 1.5 - -
Resident and other services 691.7 0.9 45 0.65 776.8 1.3 3.0 0.39
Health and social services 759.9 1.0 - 0.00 660.5 1.1 - -
Information transmission, computer services
and software 681.3 0.9 - 0.00 638.6 1.0 - -
Water, environment and public
facility management 343.3 0.5 - 0.00 326.1 0.5 4.4 1.35
Public administration, social security and
social organizations 2325 0.3 - 0.00 297.5 0.5 - -
Scientific research, technical services and
geological prospecting 363.0 0.5 - 0.00 2941 0.5 - -
Mining 4135 0.6 16.4 3.97 254.4 0.4 204 8.01
Finance 239.0 0.3 - 0.00 2445 0.4 - -
Cultural, sports and entertainment 323.3 0.4 - 0.00 178.0 0.3 — -
Retail loans 18,268.1 24.6 410.2 2.25 16,786.3 27.0 351.7 2.10
Discounted bills 29.0 0.0 - 0.00 10.0 0.0 - -
Total 74,281.3 100.0% 1,184.7 1.59%  62,100.8 100.0% 878.4 1.41%

Note: Non-performing loan ratio of an industry is calculated by dividing the balance of non-performing loans of the Industry by the balance of
loans granted to the Industry.
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Loans to borrowers in the wholesale and retail, manufacturing, construction, real estate,
agriculture, forestry, animal husbandry and fishery and leasing and business services industries
represented the largest components of the Group’s corporate loan portfolio. Loans to these
industries accounted for 78.8% and 78.3% of total corporate loans as of June 30, 2017 and

December 31, 2016, respectively.

As of June 30, 2017, non-performing loans of the Group’s corporate loans were mainly
concentrated in the mining industry, the agriculture, forestry, animal husbandry and fishery
industry, the manufacturing industry and the real estate industry, with the ratio of non-

performing loans of 3.97%, 3.13%, 2.32% and 2.29%, respectively.

(B) Borrower concentration

Indicators of Concentration

As of As of

Regulatory June 30, December 31,

Major regulatory indicators Standard 2017 2016
Loan concentration ratio for the

largest single customer (%) =10 5.06% 4.19%
Loan concentration ratio for the

top ten customers (%) =50 36.20% 33.00%

Note: The data above are calculated in accordance with the formula promulgated by the CBRC.
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Loans to the 10 Largest Single Borrowers

The table below sets forth the balance of loans to the 10 largest single borrowers
(excluding group borrowers) (on a consolidated or group basis) as of June 30, 2017, and such
loans was classified as normal.

(Expressed in millions of RMB,
unless otherwise stated)

As of June 30, 2017

% of
% of regulatory
Customer Industry Amount total loan capital
Borrower A Agriculture, forestry, animal
husbandry and fishery 840.0 1.13% 5.06%
Borrower B Wholesale and retail 665.0 0.90 4.01
Borrower C Manufacturing 655.0 0.88 3.95
Borrower D Leasing and business
services 623.0 0.84 3.76
Borrower E Electricity, gas and water
production and supply 610.0 0.82 3.68
Borrower F Manufacturing 605.2 0.81 3.65
Borrower G Education 551.2 0.74 3.32
Borrower H Manufacturing 510.0 0.69 3.07
Borrower | Real estate 474.9 0.64 2.86
Borrower J Real estate 471.0 0.63 2.84
Total 6,005.3 8.08% 36.20%
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(C) Distribution of non-performing loans by product

The table below sets forth the loans and non-performing loans by product as of the dates
indicated.

As of June 30, 2017 As of December 31, 2016
Non- Non- Non- Non-
performing  performing performing performing
(Expressed in millions of RMB, Loan loan loan ratio Loan [oan loan ratio
unless otherwise stated) amount amount (%) amount amount (%)
Corporate loans
Small and micro enterprises'’ 34,566.4 502.6 1.45% 28,976.2 407.7 1.41%
Medium enterprises"” 17,436.8 2115 1.21 12,504.9 116.5 0.93
Large enterprises'” 3,714.0 60.4 1.63 3,367.6 25 0.08
Others? 267.0 - - 455.8 - -
Subtotal 55,984.2 7745 1.38%  45304.5 526.7 1.16%
Retail loans
Personal business loans 12,439.5 373.6 3.00% 11,748.4 323.6 2.75%
Personal consumption loans 3,394.4 33.8 1.00 2,884.4 26.1 0.91
Residential and commercial mortgage loans 2,434.2 2.8 0.12 2,153.5 2.0 0.09
Subtotal 18,268.1 410.2 2.25% 16,7863 351.7 2.10%
Discounted bills 29.0 = = 10.0 - -
Total 74,2813 1,184.7 1.59% 62,1008 878.4 1.41%
Notes:

(1) The classification for large, medium, small and micro enterprises is based on the Provisions on the Standards for the Classification of
Small and Medium Enterprises ({7 /)N b 2 B AUZ X 7E)) .

2) Mainly consist of government entities and public institutions.
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The non-performing loan ratio of corporate loans increased from 1.16% as of December
31, 2016 to 1.38% as of June 30, 2017, primarily due to certain enterprises experienced

operating difficulties under the impacts of macro-economic and financial conditions.

The non-performing loan ratio of retail loans increased from 2.10% as of December 31,
2016 to 2.25% as of June 30, 2017, which was mainly due to the deteriorating financial
condition of certain borrowers of personal business loans.

(D) Loan aging schedule

The table below sets forth the loan aging schedule for loans and advances to customers as

of the dates indicated.

As of June 30, 2017

As of December 31, 2016

(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Loans not overdue 71,926.3 96.8% 59,848.7 96.4%

Loans past due for:
1 to 90 days 450.8 0.6 846.1 1.4
91 days to 1 year 648.8 0.9 464.6 0.7
1 to 8 years 867.9 1.2 600.3 1.0
3 years or more 387.5 0.5 3411 0.5
Subtotal 2,355.0 3.2% 2,252.1 3.6%
Total loans and advances
to customers 74,281.3 100.0% 62,100.8 100.0%
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(d) Segment Information
() Summary of geographical segment information

In presenting information on the basis of geographical segments, operating income is allocated
based on the places of registration of the respective bank that generate the income. The table below
sets forth the operating income attributable to each of the geographical segments for the periods

indicated.
Six months ended June 30,
2017 2016
(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Jilin 2,630.4 91.7% 2,438.0 92.0%
Other Regions™ 237.9 8.3 212.8 8.0
Total operating income 2,868.3 100.0% 2,650.8 100.0%
Note:

1) Primarily include provinces and municipalities such as Heilongjiang, Guangdong, Hebei, Shandong, Anhui, Hubei, Hainan, Tianjin and Shaanxi.

Operating income from Jilin province as a percentage of total operating income decreased from
92.0% for the six months ended June 30, 2016 to 91.7% for the six months ended June 30, 2017,
which remained relatively stable as compared to the corresponding period of last year.

(ii) Summary of business segments

The Group operates three principal lines of business: corporate banking, retail banking and
treasury operations. The table below sets forth the Group’s operating income for each of its principal
business segments for the periods indicated.

Six months ended June 30,

2017 2016

(Expressed in millions of RMB, % of % of

unless otherwise stated) Amount total Amount total
Corporate banking 1,248.5 43.5% 941.7 35.5%
Retail banking 645.5 22.5 879.7 33.2
Treasury operations 853.8 29.8 714.0 26.9
Others™ 120.5 4.2 115.4 4.4
Total 2,868.3 100.0% 2,650.8 100.0%

Note:

(1)  Primarily represent assets, liabilities, income and expenses which cannot be directly attributable or cannot be allocated to a segment on a
reasonable basis.
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(e) Off-balance Sheet Commitments

Off-balance sheet commitments primarily consist of bank acceptances, letters of credit, letters of
guarantee, unused credit card limits, operating lease commitments and capital commitments. The table
below sets forth the contractual amounts of off-balance sheet commitments as of the dates indicated.

As of As of
(Expressed in millions of RMB, June 30, December 31,
unless otherwise stated) 2017 2016
Credit commitments:
Bank acceptances! 2,372.7 2,031.4
Letters of credit® 83.1 167.1
Letters of guarantee® 1,349.0 785.0
Unused credit card limits 68.0 —
Subtotal 3,872.8 2,983.5
Operating lease commitments 997.4 870.0
Capital commitments 53.4 58.9
Total 4,923.6 3,912.4

Notes:
(1) Bank acceptances refer to the Group’s undertakings to pay bank bills drawn on its customers.

(2)  The Group issues letters of credit and guarantee to third parties to guarantee its customers’ contractual obligations.

Off-balance sheet commitments increased by 25.8% from RMB3,912.4 million as of December
31, 2016 to RMB4,923.6 million as of June 30, 2017. The increase in off-balance sheet commitments
was mainly due to the growth of the letters of credit and letters of guarantee businesses driven by the
expansion of the Group’s customer base and increased customer demand.
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4 Business Review
(a) Corporate Banking

The Group offers corporate customers a broad range of financial products and services, including
loans, bill discounting, deposits and fee- and commission-based products and services. The Group’s
corporate customers primarily include state-owned enterprises, private enterprises, foreign-invested
enterprises, government authorities, financial institutions, public services departments and non-profit
organizations. As of June 30, 2017, the Group had approximately 2,238 corporate borrowers with loans
totalling RMB55,984.2 million. For the six months ended June 30, 2017 and 2016, operating income
from the Group’s corporate banking business accounted for 43.5% and 35.5% of total operating
income, respectively.

The Group seeks to grow with its corporate customers, especially SMEs with strong growth
potential, and the Group focuses on developing long-term customer relationships. As of June 30, 2017,
the Group had 2,217 SME customers with loans totalling RMB52,003.2 million. In 2015, the Bank was
recognized as a “Pioneer Institution in the China Banking Industry for Providing Financial Services to
Small and Micro Enterprises” (“2 Bl $R17 3 & B # 18 /Nl 1> 2 & B BR 7% %t # B £7”) by the CBRC. The
Group also collaborates with other financial institutions, such as securities companies, fund companies,
trust companies, insurance companies, private equity funds and financial leasing companies, to provide
one-stop financial services to corporate customers. The table below sets forth the financial performance
of the Group’s corporate banking for the periods indicated.

Six months ended June 30,

Change in
(Expressed in millions of RMB, percentage
unless otherwise stated) 2017 2016 (%)
External interest (expenses)/income, net" 1,123.7 646.9 73.7%
Inter-segment interest (expenses)/income, net?® 61.2 240.6 (74.6)
Net interest income 1,184.9 887.5 33.5
Net fee and commission income 63.6 54.2 17.3
Operating income 1,248.5 941.7 32.6
Operating expenses (651.8) (471.8) 38.2
Impairment reversed/(losses) on assets (348.1) (171.4) 103.1
Profit before tax 248.6 298.5 (16.7)%

Interim Report 2017




Chapter 4 Management Discussion and Analysis

Notes:
(1) Refers to net income and expenses from third parties.

2 Refers to inter-segment expenses and consideration of transfers.

() Corporate loans

The Group offers loans to corporate customers to satisfy their capital needs for operations,
machinery and equipment procurement and for infrastructure and real estate development. As of
June 30, 2017 and December 31, 2016, the Group’s corporate loans totalled RMB55,984.2 million
and RMB45,304.5 million, respectively, accounting for 75.4% and 73.0% of the Group’s total loans
and advances to customers, respectively.

(ii) Discounted bills

The Group purchases bank and commercial acceptance bills at discounted prices from
corporate customers to fund their working capital needs. These discounted bills generally have a
remaining maturity of less than six months. The Group may re-discount these bills to the PBOC or
other financial institutions. As of June 30, 2017, the Group had a balance of RMB29.0 million in
discounted bills, all of which were bank acceptance bills.

(iii) Corporate deposits

The Group accepts time and demand deposits from corporate customers in Renminbi and
major foreign currencies, such as U.S. dollars and Euros. The terms of corporate time deposits
generally range from three months to three years. The Group’s corporate deposit customers include
state-owned enterprises, financial and government authorities and institutions, private enterprises,
foreign-invested enterprises and non-profit organizations. As of June 30, 2017 and December 31,
2016, the Group’s corporate deposits totalled RMB50,917.7 milion and RMB58,557.0 million,
respectively, accounted for 39.0% and 46.0% of total customer deposits, respectively.

(iv) Fee- and commission-based products and services

The Group offers corporate customers a wide range of fee- and commission-based
products and services, primarily including consulting and financial advisory services, syndicated
loans services, settlement and clearing services, entrusted loans, agency services and wealth
management services.
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(A) Consulting and financial advisory services

The Group’s consulting and financial advisory services primarily include financing solution
structuring and asset management services to corporate customers. For the six months ended
June 30, 2017 and 2016, the Group’s income from consulting and financial advisory services
was RMB136.1 million and RMB132.1 million, respectively.

(B) Syndicated loans services

The Group acts as lead manager, agent and lender bank for syndicated loans to corporate
customers to meet their larger financing needs. For the six months ended June 30, 2017 and
2016, the Group earned service fees for syndicated loans of RMB38.8 million and RMB31.0
million, respectively.

(C) Settlement and clearing services

The Group offers settlement services, including cash transfers, drafts, cheques and other
negotiable instruments, to corporate customers.

(D) Entrusted loans

The Group provides entrusted loans to borrowers designated by corporate customers
in accordance with the uses of proceeds, principal amounts and interest rates determined
by corporate customers. The Group also supervises borrowers’ uses of loans and assist in
collection of loans. The Group charges agency fees based on the principal amount of entrusted
loans. The Group’s corporate customers bear the risks of default under entrusted loans.

(E) Agency Services

The Group provides fee collection services for corporate customers (including enterprises
and public services institutions). The Group believes this enables it to maintain close
relationships with customers and enhance brand recognition.

(F) Wealth Management Services

The Bank offers corporate customers a variety of wealth management products based on
their risk and return appetites, including principal-guaranteed wealth management products
and non-principal-guaranteed wealth management products. Such wealth management
products primarily invest in bonds, interbank deposits, money market instruments and
investment portfolios of other fixed-income products. For the six months ended June 30, 2017
and 2016, the Bank’s sales of wealth management products to corporate customers totalled
RMB3,192.2 million and RMB16,423.5 million, respectively.
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(b) Retail Banking

The Group offers a broad range of products and services to retail customers, including loans,
deposits, debit cards and fee- and commission-based products and services. As of June 30, 2017,
the Group had 82,741 retail borrowers with total loans and advances to customers of RMB18,268.1
million. For the six months ended June 30, 2017 and 2016, the operating income from the Group’s retail
banking business amounted to RMB645.5 million and RMB879.7 million, respectively, accounting for
22.5% and 33.2% of total operating income of the Group, respectively. The table below sets forth the
financial performance of the Group’s retail banking for the periods indicated.

Six months ended June 30,

Change in
(Expressed in millions of RMB, percentage
unless otherwise stated) 2017 2016 (%)
External interest income/(expenses), net" (301.1) (6.7) 4,394.0%
Inter-segment interest (expenses)/income, net 933.2 860.2 8.5
Net interest income 632.1 853.5 (25.9)
Net fee and commission income 13.4 26.2 (48.9)
Operating income 645.5 879.7 (26.6)
Operating expenses (334.2) (422.1) (20.8)
Impairment reversed/(losses) on assets (59.3) (82.0) (27.7)
Profit before tax 252.0 375.6 (32.9)%

Note:

(1) Refers to net income and expenses from third parties.

() Retail loans

The decrease of net interest income of the Group’s retail bank business as of June 30, 2017
was relatively large when compare with that of June 30, 2016, while the net inter-segment interest
income increased when compared with the corresponding period of last year. The decrease
was mainly due to the allocation of inter-segment funds in view of market changes as well as the
decrease in net interest income.

Retail loans consist primarily of personal business loans, personal consumption loans and
residential and commercial mortgage loans. As of June 30, 2017 and December 31, 2016,
the Group’s retail loans totalled RMB18,268.1 million and RMB16,786.3 million, respectively,
accounting for 24.6% and 27.0% of total loans and advances to customers, respectively.
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(ii) Retail deposits

The Group offers retail customers a variety of demand deposit and time deposit products
denominated in Renminbi and foreign currencies. The Group’s retail time deposits denominated
in Renminbi generally have maturities ranging from three months to five years. Retail time deposits
denominated in foreign currencies (primarily including U.S. dollars and Euros) generally have
maturities ranging from one month to two years. As of June 30, 2017 and December 31, 2016,
the Group’s retail deposits totalled RMB75,789.2 million and RMB65,203.8 million, respectively,
accounting for 58.1% and 51.2% of total customer deposits, respectively.

(iii) Bank cards services
(A) Debit cards

The Group issues Renminbi-denominated debit cards to retail customers who maintain
deposit accounts with the Group. Customers may use debit cards for a variety of financial
services, including cash deposits and withdrawal, transfers, settlement and bill payment. The
Group’s debit cards are classified into platinum, gold and basic cards based on customers’
daily average financial asset balances. The Group also issues specialized debit cards with
added features such as theme cards for different market segments and co-branded cards
offering preferential value-added services. The Bank cooperates with Changchun Federation
of Trade Unions (“K&M £ T ") to offer trade union member cardholders comprehensive
financial services, including membership management, subsidies and allowances. In addition,
the Group has cooperated with well-known domestic third-party payment companies to
develop Internet payment services to enhance cardholder experience. As of June 30, 2017, the
Group had issued approximately 2.868 million debit cards.

(B) Credit cards

The Bank received approval to issue Renminbi denominated UnionPay credit cards in
September 2015. Currently, such credit cards have been officially issued.

(iv) Fee- and commission-based products and services

The Group offers retail customers a wide range of fee- and commission-based products and
services, primarily including wealth management services, private banking services and transfer and
remittances.
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(A) Wealth management services

The Bank offers retail customers a variety of wealth management products based on their
risk and return appetites, primarily including principal-guaranteed wealth management products
and non-principal-guaranteed wealth management products. The Bank also sells insurance
products and has obtained the qualification to sell fund products in February 2016. Funds
raised from wealth management products are primarily invested in bonds, interbank deposits,
money market instruments and other fixed-income products. For the six months ended June
30, 2017 and 2016, the Bank’s sales of wealth management products to retail customers
totalled RMB14,350.4 million and RMB12,688.4 million, respectively.

(B) Private banking service

The Bank’s private banking department provides one-stop financial services tailored
for individual customers. These products and services primarily include wealth planning and
customized wealth management products. For the six months ended June 30, 2017 and
2016, the Bank’s sales of wealth management products to private banking customers totalled
RMB3,520.9 milion and RMB3,886.8 million, respectively. The Bank also provides private
banking customers with various value-added services, primarily including priority banking
services, one-on-one consultancy services, bank fee discounts and health consultancy services
offered in cooperation with third parties.

(C) Other fee- and commission-based products and services

The Group provides retail customers with other fee- and commission-based products and
services, including transfer and remittances, collection and bank drafts.

(c) Treasury Operations

The Group’s treasury operations consist primarily of money market transactions, investments in
securities and other financial assets and treasury operations conducted on behalf of customers. For the
six months ended June 30, 2017 and 2016, operating income from the Group’s treasury operations
was RMB853.8 million and RMB714.0 million, respectively, accounting for 29.8% and 26.9% of its total
operating income, respectively. The table below sets forth the financial performance of the Group’s
treasury operations for the periods indicated.
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Six months ended June 30,

Change in
(Expressed in millions of RMB, percentage
unless otherwise stated) 2017 2016 (%)
External interest (expenses)/income, net” 1,365.7 1,422.2 (4.0)%
Inter-segment interest income/(expenses), net® (994.4) (1,100.8) 9.7)
Net interest income 371.3 321.4 15.5
Net fee and commission income 257.2 180.3 42.7
Net income from other businesses® 225.3 212.3 6.1
Operating income 853.8 714.0 19.6
Operating expenses (168.5) (174.3) (8.3)
Impairment reversed/(losses) on assets (144.5) 8.3 (1,841.0)
Profit before tax 540.8 548.0 (1.3)%

Notes:
(1) Refers to net income from third parties.

2) Refers to inter-segment expenses and consideration of transfers.

Q) Primarily includes net trading gains and losses and net gains/(expenses) from financial assets investments.

() Money market transactions

Money market transactions play a significant role in liquidity management. The Group also
earns interest income from money market transactions. Money market transactions mainly include
(i) interbank deposits with other domestic banks and non-banking financial institutions; (i) interbank
placements; and (iii) interbank repurchase and reverse repurchase transactions.

The Bank was selected as one of the Top 100 Trading Banks in the Interbank RMB Market by
the China Foreign Exchange Trade System and National Interbank Funding Center in 2016, and one
of the Top 100 Banks in the Interbank RMB and Foreign Exchange Market by the China Foreign
Exchange Trade System and National Interbank Funding Center in 2016. In 2017, the Bank was
named the “Active Dealer in Interbank RMB Market in 2016” (‘20165 E R {TRI AN I5/ERZ 5
7%”) by the China Foreign Exchange Trade System and National Interbank Funding Center.
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(A) Interbank deposits

The Group accepts deposits from banks and other financial institutions and deposit funds
in other financial institutions to adjust its asset and liability structure. As of June 30, 2017
and December 31, 2016, the Group’s deposits from banks and other financial institutions
totalled RMB7,380.6 million and RMB7,245.7 million, respectively, and the Group’s deposits at
banks and other financial institutions totalled RMB25,177.4 million and RMB37,733.8 million,
respectively.

(B) Interbank placement

As of June 30, 2017 and December 31, 2016, the Group’s placements with banks and
other financial institutions totalled RMB140.0 million and nil, respectively, and the Group’s
placements from banks and other financial institutions totalled RMB2,127.5 million and
RMB442.5 million, respectively.

(C) Interbank repurchase and reverse repurchase transactions

The securities underlying the Group’s repurchase and reverse repurchase transactions
are mainly RMB-dominated treasury bonds and policy financial bonds. As of June 30, 2017
and December 31, 2016, the Group’s financial assets held under resale agreements totalled
RMB334.6 million and RMB15,231.1 million, respectively, and the Group’s financial assets
sold under repurchase agreements totalled RMB9,253.8 million and RMB14,595.0 million,
respectively.

(ii) Investments in securities and other financial assets
The Group’s investment portfolio consists primarily of bonds and debt instruments issued by

other financial institutions.

While reduced buy-back financing cost by taking various measures, the Bank selectively
allocated some bond assets with relatively suitable maturity and yield to improve returns on assets.
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(A) Securities investment by holding purpose of the Group

As of June 30, 2017

As of December 31, 2016

(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Held-to-maturity investment 7,731.8 12.1% 2,184.6 5.6%

Available-for-sale financial assets 16,697.2 26.0 12,002.7 31.0
Financial assets at fair value

through profit or loss 17,807.3 27.8 13,797.5 35.6
Debt securities classified

as receivables 21,868.8 34.1 10,767.8 27.8
Total investment securities

and other financial assets 64,105.1 100.0% 38,752.6 100.0%

Held-to-maturity investment increased by 253.9% from RMB2,184.6 milion as of
December 31, 2016 to RMB7,731.8 million as of June 30, 2017. Available-for-sale financial
assets increased by 39.1% from RMB12,002.7 milion as of December 31, 2016 to
RMB16,697.2 million as of June 30, 2017. Financial assets at fair value through profit or loss
increased by 29.1% from RMB13,797.5 million as of December 31, 2016 to RMB17,807.3
million as of June 30, 2017. Debt securities classified as receivables increased by 103.1% from
RMB10,767.8 million as of December 31, 2016 to RMB21,868.8 million as of June 30, 2017.
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(B) Maturity profile of the Group’s investment portfolio

The table below sets forth investment securities and other financial assets by remaining
maturity as of the dates indicated.

As of June 30, 2017 As of December 31, 2016
(Expressed in millions of RMB, % of % of
unless otherwise stated) Amount total Amount total
Immediately due 1.1 0.0% 4.0 0.0%
Due in 3 months 10,614.6 16.6 9,284.4 23.9
Due between 3 and 12 months 22,982.3 35.9 14,956.0 38.6
Due between 1 and 5 years 18,878.0 29.4 10,415.2 26.9
Due over 5 years 10,606.4 16.5 2,897.9 7.5
Undefined 1,022.7 1.6 1,195.1 3.1
Total 64,105.1 100.0% 38,752.6 100.0%

The Bank’s securities investment with a remaining maturity of between three months and
12 months represented the largest portion.

(C) Holding of government bonds

As of June 30, 2017, the balance of face value of the government bonds held by the Bank
amounted to RMB9,484.7 million. The table below sets out the top 10 government bonds with
the highest face value held by the Group as of June 30, 2017.
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Name of the bond Interest rate
(Expressed in millions of RMB, per annum
unless otherwise stated) Face value (%) Maturity date

16 Interest-bearing treasury bond 10

(16Hf 2 B {&10) 2,000.0 2.90 May 5, 2026
16 Interest-bearing treasury bond 17

(16M 2 BIfE17) 1,470.0 2.74 August 4, 2026
16 Interest-bearing treasury bond 23

(16T 2 B f&23) 1,140.0 2.70 November 3, 2026
15 Interest-bearing treasury bond 19

(15K B Bl fE19) 440.0 3.14 September 8, 2020
15 Interest-bearing treasury bond 16

(15Kt E B {&E16) 360.0 3.51 July 16, 2025
15 Interest-bearing treasury bond 26

(156t 2 Bl f&26) 330.0 3.05 October 22, 2022
16 Jilin bond 02 (167 #f&02) 320.0 2.98 June 21, 2021
16 Interest-bearing treasury bond 14

(165 2 B f&14) 250.0 2.98 June 16, 2023
15 Interest-bearing treasury bond 23

(156t B Bl fE23) 240.0 2.99 October 15, 2025
15 Jilin bond 04 (1575 #£{&04) 220.0 3.58 June 12, 2025

(D) Holding of financial bonds

As of June 30 2017, the balance of face value of the financial bonds (mainly the financial
bonds issued by policy banks, banks and other financial institutions in China) held by the Group
amounted to RMB9,894.3 million. The table below sets out the 10 financial bonds with the
highest face value held by the Group as of June 30, 2017.

Name of the bond Interest rate

(Expressed in millions of RMB, per annum
unless otherwise stated) Face value (%) Maturity date
16 Nong Fa 05 (162 Z£05) 500.0 3.33 January 6, 2026
15 Guo Kai 07 (158 #07) 500.0 4.18 April 3, 2018
16 Guo Kai 13 (16 #13) 450.0 3.05 August 25, 2026
16 Guo Kai 05 (16[E #05) 420.0 3.80 January 25, 2036
15 Nong Fa 09 (152 #09) 400.0 3.99 April 22, 2018
15 Guo Kai 09 (15[E #09) 350.0 4.25 April 13, 2022
15 Jin Chu 14 (153 {H114) 310.0 3.87 September 14,
2025
15 Nong Fa 05 (152 3£05) 310.0 3.97 February 27, 2025
16 Guo Kai 07 (16[E #07) 300.0 3.24 February 25, 2023
16 Jin Chu 03 (163 H03) 200.0 3.33 February 22, 2026
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(iii) Treasury operations conducted on behalf of customers

In the Bank’s treasury operations conducted on behalf of customers, the Bank manages funds
received from the issuance of wealth management products to corporate and retail customers.
For the six months ended June 30, 2017 and 2016, the Bank sold wealth management products
totalling RMB21,063.5 million and RMB29,111.9 million, respectively.

(d) Distribution Network
(i) Physical outlets

As of June 30, 2017, the Group had an aggregate of 423 outlets, of which 129 outlets,
including three branches in Changchun, Songyuan and Tonghua, were operated by the Bank and
the rest by the Group’s subsidiary banks under their own names.

The Group has gradually shifted the focus of its outlet operations from providing traditional
banking services to providing comprehensive financial services. The Bank was the first rural
commercial bank in China and first financial institution in Jilin province to provide robot bank lobby
managers and 3-D printing, and was also the first financial institution in Jilin’s rural credit bank
system to offer 24-hour automatic safe deposit boxes and remote video self-service loan application
machines.

(ii) Electronic banking
(A) Self-service banking

The Group provides convenient banking services to customers at lower operation costs
by using self-service facilities. Self-service facilities are available at service outlets, self-service
zones, commercial complexes, hospitals, schools and other public places. As of June 30,
2017, the Group had 176 self-service outlets, 337 self-service zones and 1,294 self-service
facilities.

(B) Telephone and SMS banking

The Group provides customers with account management, status reminders, transfer and
remittance and consultation and other services around the clock through an interactive self-
service voice system, live customer service, and SMS interaction. As of June 30, 2017, the
Group had 1,118,710 SMS banking customers.
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(C) Internet banking

The Group provides customers with account management, transfer and remittance,
interbank receipt, online loan application and online payment services through the Internet. As
of June 30, 2017, the Group had 295,214 Internet banking customers.

(D) Mobile phone banking

The Group provides customers with mobile phone banking services, including account
inquiry and management, transfer and remittance, fee payment and other services. As of June
30, 2017, the Group had 506,619 mobile phone banking customers.

(E) WeChat banking

Through WeChat, the Group’s customers can access information relating to its products,
services and promotions, manage accounts, search for its outlet locations and reserve counter
services. As of June 30, 2017, the Group had 134,956 WeChat banking customers.

(F) Remote video banking

The Group offers remote self-serviced video banking with ancillary customer services for
retail customers.

(e) Information on the Subsidiaries
(i) Jilin Jiuyin Financial Leasing Co., Ltd.

The Bank, as the main promoter, applied to the CBRC for the promotion and establishment of
Jilin Jiuyin Financial Leasing Co., Ltd. (“Jilin Jiuyin”). Jilin Jiuyin’s registered address is in Changchun
of Jilin province with a registered capital of RMB500.0 million. The Bank invested RMB300.0 million
for an equity interest of 60% in Jilin Jiuyin. Jilin Jiuyin formally commenced business operation
after it completed its business registration with Administration for Industry and Commerce of Jilin
province and obtained the business license on February 20, 2017,

(ii) Rural commercial banks

As of June 30, 2017, the Bank controlled and consolidated five rural commercial banks that
were restructured from rural credit cooperatives and a rural cooperative bank the Bank acquired.
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For the six months ended June 30, 2017 and 2016, the operating income of these rural
commercial banks was RMB710.6 million and RMB633.5 million, respectively, accounting for
24.8% and 23.9%, respectively, of the Group’s total operating income.

The Group’s rural commercial banks offer a broad range of financial products and services to
corporate and retail customers. These products and services include commercial and consumer
loans, bill discounting, customer deposits and fee- and commission-based products and services,
such as settlement services, remittance services and bank card services. Some rural commercial
banks also engage in money market transactions and invest in debt securities.

(iii) Village and township banks

As of June 30, 2017, the Bank controlled and consolidated a total of 33 village and township
banks in Jilin province, Heilongjiang, Hebei, Tianjin, Shandong, Anhui, Hubei, Shaanxi, Guangdong
and Hainan.

As of June 30, 2017, these village and township banks had total assets of RMB37,761.9
million, total deposits of RMB30,032.2 million and total loans of RMB17,529.8 million. For the six
months ended June 30, 2017 and 2016, the operating income of these village and township banks
was RMB687.2 million and RMB564.6 million, respectively, accounting for 24.0% and 21.3% of the
Group’s total operating income, respectively.

The Bank’s village and township banks provide local corporate and retail customers with a
broad range of financial products and services. These products and services include commercial
and consumer loans, bill discounting, customer deposits and fee- and commission-based products
and services, such as settlement services, remittance services and bank card services. Some village
and township banks also engage in money market transactions and invest in debt securities.

In 2010, the Bank established a village and township bank management department to
help village and township banks to establish strategic development plans, provide research,
technology and human resource support and supervise risk management. In addition, the Group
and other PRC banks have formed a strategic development alliance for village and township banks
headquartered in Tianjin Municipality to promote information exchange and resource sharing
among PRC village and township banks. The Bank has also established four service centers in
Jilin province, Hebei, Hubei and Guangdong to support the Bank’s village and township bank
operations.
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(f) Operation and Safety of IT Systems

In the first half of 2017, the information technologies of the Bank further upgraded, providing
comprehensive and effective support and protection for the innovative development of all businesses.

(i) Continuous enhancement of technology management

The Bank has steadily improved its technology management through continuous reforms,
enhancement in policies and other measures. Greater efforts were made for self-investigations
on the security of information systems, major infrastructures, network security and Internet data
security. Subsequent evaluations were conducted. Information technology control and management
system was also refined consistently.

(ii) Sound protection of information security

The Bank implemented measures to enhance the protection of information security by
designing plans for network security upgrade according to the requirements of information security
level protection and assessment. Jumpserver management was adopted with centralized account
management, fine-grained authority management and visits audit regarding the operation of
network equipment, servers, security equipment and databases. In addition, emergency plans
were continuously optimized, and double-computer switch drillings and emergency network switch
drillings were conducted. Emergency response level of the Bank has been strengthened.

(iii) Improvement in infrastructure

The Bank expanded the capacity of servers and upgraded the hardware of database system to
enhance the system performance and stability of infrastructure. Virtualized system was developed to
improve the system application, utilization efficiency and operational management efficiency of the
existing servers. In addition, data backup project has been implemented to minimize the risk of data
loss.

(iv) Accelerated system development

Efforts were made to develop and carry out projects in respect of community finance,
consumption finance and customer relationship management, so as to further enhance customer
services and refine management.
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5 Risk Management
(a) Risk Management of the Bank

The Bank is exposed to credit, operating, market and liquidity risks. The Bank is also exposed to
other risks, such as information technology, legal and compliance and reputational risks.

The Bank has established a comprehensive risk management system with complete risk
management coverage and has developed a culture of risk management among its staff. The Bank’s
risk management system uses innovative risk management methods and extensive risk measurement to
facilitate the innovation and sustainable development of its businesses.

(i) Credit risk management

Credit risk is the risk of loss related to a failure by a debtor or counterparty to meet its
contractual obligations or to a change in their credit ratings. The Bank’s credit risks arise mainly from
corporate loans, personal loans and treasury operations.

The Bank’s credit risk management structure includes its president, risk management
committee, persons-in-charge of branches and sub-branches, credit approval committees or
groups and its risk management, business, marketing and internal audit departments.

The Bank prepares annual credit approval plans, credit limit plans and credit policies based
on national and regional economic development plans, financial market conditions, austerity
requirements, its asset and liability structure and deposit and loan growth trends.

JIUTAI RURAL COMMERCIAL BANK



Chapter 4 Management Discussion and Analysis

The Bank uses the following working mechanisms to manage credit risks:

e Customer screening mechanism — The Bank determines the target customers based on
its market positioning and screens credit customers based on its credit policies.

e Credit exit mechanism — The Bank reassesses its outstanding credit risk on a regular
basis based on customer, industry and market conditions. The Bank reassesses the credit
rating for short-term loans if there are interest payment defaults. The Bank reassesses the
credit rating for medium and long-term loans annually. The Bank also adopts measures
to manage potential credit risk, including increasing the frequency of post-disbursement
examination, requesting additional collateral or guarantees and ceasing to extend new
loans. The Bank determines whether or not to exit a credit based on the severity of adverse
changes in the borrower’s circumstances, such as its (1) financial condition; (2) substantial
shareholders; (3) key managers and technicians; (4) customers quality; (5) payment ability;
and (6) business environment.

e Risk alert mechanism — The Bank continually monitors its outstanding credit and overall
credit quality. The Bank carries out standardized management of risk alerts through the
use of the post-disbursement management function of its credit system and provide timely
disposal advice.

e Non-performing asset disposal mechanism — The Bank has established an accountability
mechanism for the disposal of non-performing assets.

The Bank has established a system to manage the extension of corporate and personal
loans. As part of this system, the Bank has taken measures to improve credit risk management
that include identifying risks, monitoring policies and dividing responsibilities among its credit
investigation, approval and execution departments. The Bank also sets departmental authorization
limits and monitors the use of loan proceeds.
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(ii) Market risk management

Market risk is the risk of loss in on- and off-balance sheet positions arising from fluctuations in
market prices due to interest rates, exchange rates and other market factors. The Bank is exposed
to market risk primarily through its banking and trading business portfolios. The market risks
associated with the banking business portfolio of the Bank include interest rate risk and exchange
rate risk. The primary market risks associated with the Bank’s trading business portfolio are
fluctuations in the market value of trading positions, which are affected by movements in observable
market variables, such as interest and exchange rates. The principal objective of the Bank’s market
risk management is to limit potential market losses to acceptable levels based on its risk appetite
while seeking to maximize risk adjusted returns.

The Bank’s organizational structure for market risk management includes its front, middle and
back offices. The Bank’s Board assumes ultimate responsibility for management of market risk.
The Bank’s senior management implements market risk management strategies and policies as
approved by its Board. The Bank’s business departments implement market risk management
measures in their daily operations.

Market risk management includes the identification, measuring and monitoring of market risk.
The Bank has formulated a basic policy for market risk management, namely, Provisional Measures
for Market Risk Management ((TiZ[E [ EIREE1TH#%5)). The Bank has also established
authorization limits and internal approval procedures for products based on factors such as market
risk tolerance, business strategies and market conditions for specific products. The Bank sets
different exposure limits and take different quantitative measures to manage market risks arising
from banking and trading accounts. The Bank controls market risks by balancing different positions,
controlling credit limits and decreasing risk exposure.
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(A) Interest rate risk management

Interest rate risk is the risk of loss due to uncertainties relating to changes in interest rates.
The Bank is exposed to interest rate risks due to mismatches in maturity dates or repricing
dates of its interest rate sensitive assets and liabilities. Maturity or repricing date mismatches
may cause changes in net interest income and economic value due to fluctuations in prevailing
interest rates. The Bank is exposed to interest rate risks in its day-to-day lending and deposit-
taking activities and its treasury operations. The Bank manages interest rate risks arising from
its banking accounts by adjusting its mix of assets and liabilities. The Bank adjusts the mix of
assets and liabilities through resetting interest rates for different types of products, developing
new products and promoting asset securitization. The Bank is currently researching the use of
stress tests, scenario analysis, repricing gap analysis, duration gap analysis and interest rate
sensitivity analysis to measure its exposure to potential interest rate changes.

(B) Exchange rate risk management

The Bank is exposed to exchange rate risk due to mismatches in the currency
denominations of its assets and liabilities and in the terms of foreign exchange transactions. The
Bank manages exchange rate risk by matching the sources and uses of funds. The Bank seeks
to minimize the impact of exchange rate fluctuations by managing risk exposure limits and the
currency structure of its assets and liabilities. In addition, the Bank minimizes transactions that
have high exchange rate risks and monitor foreign exchange positions on a real-time basis. The
Bank timely closes positions from major transactions and revalues non-monetary balance sheet
items daily to prevent exchange rate risks.

(iii) Operational rate risk management

Operational risk refers to the risk of loss caused by incomplete corporate governance issues,
unsound internal control procedures, failures of employee and [T systems or external events.
Operational risk events include internal and external fraud and errors and malfunctions of risk and IT
systems relating to customers, products and operations.

The Bank’s Board of Directors is ultimately responsible for operational risk management and
reviewing operational risk policies. The Bank’s senior management is responsible for coordinating
daily operational risk management. The Bank’s legal compliance department leads the management
of operational risks and is responsible for the daily monitoring, identification, evaluation and control
of operational risks and reporting to senior management. The risk management departments, all
business departments, branches and sub-branches are integral to the Bank’s operational risk
management framework. The Bank manages and controls operational risks through reporting,
balancing authority and supervision systems.
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(iv) Liquidity risk management

Liquidity risk refers to the risk of failure to liquidate a position in a timely manner or failure to
acquire sufficient funds to fulfil payment obligations. Liquidity risk is largely affected by external
factors such as domestic and international financial conditions, macroeconomic policies, changes
in financial markets and competitive strengths of the banking industry. Liquidity risk is also affected
by internal factors such as the balance and maturity profile of assets and liabilities, the stability
of deposits and ability to obtain financing. The Bank’s liquidity risk management aims to identify,
measure, monitor and control liquidity risks. The Bank also seeks to balance the safety, liquidity and
efficiency of its funds business to support sustainable, healthy and stable operations.

The Bank has established an effective liquidity management and decision-making system.
The Board of the Bank is ultimately responsible for liquidity risk management and the review and
approval of the Bank’s liquidity risk appetite, strategies, policies and procedures. The committee
receives periodic liquidity risk reports on major changes and potential liquidity risks.

The Bank’s assets and liabilities management department is responsible for the development
of liquidity risk management strategies, policies, procedures and limits, and routine supervision
and monitoring of liquidity risks. It establishes and implements internal control systems relating to
liquidity risk management, such as Liquidity Risk Management Measures (/7 8 It 2 & & ¥ i
yA”) and Contingency Plan for Liquidity Risks (it 8) 4 [2 & & = FE 22”). The assets and liabilities
management department is also responsible for setting annual liquidity management objectives and
liquidity management profile plans. It also monitors and adjusts these plans on a quarterly basis in
order to maintain a reasonable assets and liabilities structure.

The Bank continues to expand its fund raising channels to maintain a reasonable balance
between net capital and risk-bearing assets. The Bank has a diversified capital replenishment
system to increase capital and adjust and improve its capital structure through the issuance of tier-
two capital bonds and subordinated fixed rate bonds. Additionally, the Bank strives to optimize its
assets and liabilities structure to maintain a reasonable balance between the growth of net capital
and risk-bearing assets.
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(v) Reputational risk management

Reputational risk is the risk of negative publicity caused by the Bank’'s operations,
management, other activities and external events. The Bank’s reputational risk management aims
to identify, monitor, manage and minimize reputational risk, build a positive corporate image and
maintain sustainable development. The Bank proactively enhances its corporate image and brand
awareness through publicity of business achievements, quality of service and social responsibility.

The Bank’s Board of Directors bears ultimate responsibility for reputational risk management.
The Bank’s risk management committee is responsible for establishing policies and guidelines for
reputational risk management. The Bank’s senior management is responsible for overall reputational
risk management. The office is responsible for the daily management of reputational risk.

(vi) Legal and compliance risk management

Legal and compliance risk refers to the risk of legal sanctions, regulatory penalties, significant
financial losses and reputational harm resulting from the failure to comply with laws and regulations.
The Bank’s legal and compliance risk management aims to establish a sound and comprehensive
compliance risk management structure.

The Bank prioritizes legal and compliance risk management in the development of the Bank’s
corporate culture as well as the Bank’'s comprehensive risk management system in order to
establish a top-down legal and compliance risk management system.

(vii) IT risk management

IT risk refers to the operational, reputational, legal and other risks arising from information
technologies due to natural factors, man-made factors, technical constraints, management defects
and other factors. The Bank’s IT risk management aims to identify, measure, monitor and control
IT risk through the development of effective systems. In doing so, the Bank seeks to ensure the
safe and stable operation of the Bank and promote business innovation through the application of
advanced information technology.

The Bank has an IT committee to supervise and guide IT activities. IT risks are covered by
the Bank’s risk management system. The IT department is responsible for the implementation of
specific risk management measures, plans and proposals.
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(viii)Anti-money laundering management

The Bank has established comprehensive anti-money laundering rules and procedures in
accordance with the Anti-Money Laundering Law of the PRC and regulations promulgated by the
PBOC.

(ix) Internal audit

The Bank’s internal audit seeks to ensure strict compliance with laws and regulations and
effective implementation of its internal rules, policies and operating guidelines. The Bank’s internal
audit also aims to inspect and assess the comprehensiveness, prudence and effectiveness of its
internal control and improve its operational and management abilities. The Bank has adopted an
independent and vertical internal audit organizational framework consisting of the audit committee
of Board of Directors and internal audit department. The audit committee supervises and oversees
Director and senior management activities, including business decisions, financial management, risk
management, internal controls and other activities. The committee also audits all departing Directors
and senior management personnel and requires remedial measures if necessary.

The internal audit department is responsible for the Bank’s internal audit and has designated
auditors who perform independent audits, supervision and assessments and provide independent
advice. The internal audit department formulates internal audit policies, prepares and implements
annual audit plan, inspects bank-wide management, evaluates internal control, supervises branches
and conducts follow-up audits.
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(b) Risk Management of the Subsidiary Banks

As a separate legal entity, each subsidiary bank has established a risk management and internal
control system in accordance with the applicable regulatory requirements.

The Bank participates in formulating the risk management policies and strategies of each subsidiary
bank through the Bank’s Board representatives. The Bank supervises and monitors the implementation
of the risk management processes of the subsidiary banks through the risk management personnel sent
or designated by the Bank and through the Bank’s village and township bank management department.

(i) Credit risk management

The respective policies of the subsidiary banks provide for the management of credit risk
through various mechanisms, including customer screening mechanism, credit exit mechanism, risk
alert mechanism and non-performing asset disposal mechanism.

(ii) Market risk management

The respective policies require each bank to manage interest rate risks arising from its banking
accounts by adjusting the mix of assets and liabilities through resetting interest rates for different
types of products and developing new products. Each bank also revalues its trading account
positions on a regular basis, closely monitors trading limits, stop-loss limits and risk limits, and
monitors market risks using measures such as stress tests.

(iii) Operational risk management

Each bank has established an operational risk management system and related policies and
procedures to strictly divide the duties of front, middle and back offices.

(iv) Liquidity risk management

The respective policies of each bank provide for the management of liquidity risk through (1)
a reporting system for large fund flows and a reasonable allocation of funds to increase returns on
assets; (2) closely monitoring movements in key liquidity indicators; (3) adjusting the maturity profile
of assets and liabilities; and (4) conducting periodic cash flow analyses and liquidity stress tests.
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(v) Reputational risk management

The respective policies of each bank provide for the management of reputational risk through
(i) a system framework that clearly defines duties and responsibilities; (i) a public opinion reporting
system and classification systems for reputational events and public opinion; and (i) contingency
plans with clear procedures for handling reputational risk.

(vi) Legal and compliance risk management

The respective policies of each bank provide for the management of legal and compliance risk
through (i) regular compliance training; and (i) a whistle-blower system to encourage employees to
report non-compliance events.

(vii) IT risk management

Each bank has formulated comprehensive procedures and policies to manage IT risks. Each of
them has also established business continuity management and contingency plans to manage the
risk of business interruption.

(viii)Anti-money laundering management

Each bank has established comprehensive anti-money laundering rules and procedures in
accordance with the Anti-Money Laundering Law of the PRC and regulations promulgated by the
PBOC, including, among others, customer identification, an anti-money laundering information
monitoring and reporting system and mandatory anti-money laundering training. Each bank reports
suspicious transactions to the China Anti-Money Laundering Monitoring and Analyzing Center (“F
B 2 5 8% BS B934T #B L) individually as a separate legal entity in accordance with the relevant
regulatory requirements.

(ix) Internal audit

Each bank has designated auditors who perform independent audits, supervision and
assessments and provide independent advice.
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6 Analysis on Capital Adequacy Ratio

Each PRC commercial bank is required to comply with the CBRC’s capital adequacy ratio
requirements. Since January 1, 2013, the Group has calculated and disclosed capital adequacy ratios
in accordance with the Administrative Measures for the Capital of Commercial Banks (Provisional)
(P ERITEARE R P AE17))), which required China’s commercial banks (except systematically
important banks) to maintain () minimum capital adequacy ratios of 8.5%, 8.9%, 9.3%, 9.7%, and 9.7 %,
(i) minimum tier-one capital adequacy ratios of 6.5%, 6.9%, 7.3%, 7.7%, and 7.7%, and (i) minimum
core tier-one capital adequacy ratios of 5.5%, 5.9%, 6.3%, 6.7%, and 6.7%, respectively, as of June 30,
2013, 2014, 2015, 2016 and 2017.

The following table sets forth certain information relating to the Group’s capital adequacy ratio as of
the dates indicated.

June 30, December 31,
(Expressed in millions of RMB, unless otherwise stated) 2017 2016
Core capital
Paid-up capital 3,984.8 3,294.8
Qualifying portion of capital reserve 5,305.9 3,347.0
Surplus reserve 510.3 510.3
General risk reserve 1,353.6 1,351.9
Investment revaluation reserve (215.3) 17.9
Retained earnings 1,104.2 1,608.5
Qualifying portions of non-controlling interests 1,902.1 2,127.5
Core tier-one capital deductions™ (1,245.2) (1,238.7)
Net core tier-one capital 12,700.4 11,019.2
Other tier-one capital® 253.6 187.2
Net tier-one capital 12,954.0 11,206.4
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June 30, December 31,

(Expressed in millions of RMB, unless otherwise stated) 2017 2016
Tier-two capital

Qualifying portion of tier-two capital instruments issued 2,050.0 2,120.0

Surplus reserve for loan impairment 1,076.2 936.0

Qualifying portion of non-controlling interests 507.3 422.8
Net capital base 16,587.5 14,685.2
Total risk-weighted assets 133,398.1 106,484.3
Core tier-one capital adequacy ratio (%) 9.52% 10.35%
Tier-one capital adequacy ratio (%) 9.71% 10.52%
Capital adequacy ratio (%) 12.43% 13.79%

Notes:

(1) Primarily includes other intangible assets excluding land use rights as well as goodwill and deferred tax recognized for tax losses.

2 Primarily includes tier-one capital instruments such as preferred shares and their premiums and qualifying portion of non-controlling interests.
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Particulars of Shareholders

I. Changes in Share Capital of the Bank
() Share Capital

The H Shares of the Bank were listed on the Hong Kong Stock Exchange on January 12,
2017. The global offering of the H Shares of the Bank consisted of a total number of 660,000,000 H
Shares (including 600,000,000 H Shares issued by the Bank and 60,000,000 H Shares converted
from Domestic Shares). The offer price was HK$4.56 per H Share (exclusive of brokerage of 1%,
SFC transaction levy of 0.0027% and Hong Kong Stock Exchange trading fee of 0.005%) (the “Offer
Price”).

Based on the Offer Price, the net proceeds from the global offering received by the Bank, after
deduction of () the net proceeds from the sale of the sale shares by the selling shareholders in the
global offering, and (i) the underwriting commissions and other estimated expenses payable by the
Bank in connection with the global offering and assuming no exercise of the over-allotment option,
were approximately HK$2,580.67 million.

The over-allotment option was fully exercised on January 16, 2017, in respect of an aggregate
of 99,000,000 H Shares (the “Over-allotment Shares”). The Over-allotment Shares were issued and
allotted by the Bank and sold by the selling shareholders at the Offer Price. The Over-allotment
Shares were listed on the Hong Kong Stock Exchange on January 19, 2017. The Bank raised
additional net proceeds of approximately HK$398.88 million (excluding the proceeds from the sale
of the additional sale shares by the selling shareholders) from the issue and allotment of the Over-
allotment Shares after deducting the underwriting commissions and other estimated expenses in
connection with the exercise of the over-allotment option.

The Bank used the net proceeds from the global offering to strengthen the core capital base of
the Bank to support the growth of the business.
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(Il) Changes in Share Capital

As of December 31, 2016, the share capital of the Bank comprises 3,294,797,692 Domestic
Shares. Immediately following the completion of the Bank’s global offering and the full exercise of
the over-allotment option, the share capital of the Bank was as follows:

Approximate
percentage of

issued

Description of Shares Number of Shares share capital

Domestic Shares 3,225,797,692 81.0%
H Shares converted from Domestic Shares and sold by

the selling shareholders pursuant to the Global Offering 69,000,000 1.7%

H Shares issued pursuant to the Global Offering 690,000,000 17.3%

Total 3,984,797,692 100.0%

As of June 30, 2017, the share capital of the Bank is as follows:

Approximate
percentage of

issued
Description of Shares Number of Shares share capital
Domestic Shares 3,225,797,692 81.0%
H Shares 759,000,000 19.0%
Total 3,984,797,692 100.0%
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Particulars of Shareholders

() Particulars of shareholdings of the top ten shareholders of the Domestic Shares of

the Bank

As of June 30, 2017, the top 10 shareholders of the Domestic Shares are as follows:

Approximate
shareholding

percentage
in the
Total total issued Number of
number of  share capital shares
Number Name of shareholder shares held of the Bank pledged
1 Jilin Province Trust Co., Ltd. 382,929,916 9.61 0
EMEERXBREELRRF)
2 Changchun Huaxing Construction Co., Ltd. 328,056,320 8.23 0
(REEEREFREERA)
3 Changchun Huamei Tourism and 177,047,788 4.44 0
Culture Media Co., Ltd.
(REMEXRECEEBR Q)
4 Yongtai Holding Group Limited 160,000,000 4.02 0
CkEEREEEFR R A)
5 Changchun Dingxing Construction 110,575,290 2.77 0
Engineering Co., Ltd.
(EEHERZETEARARA)
6 Changchun Longde Real Estate 108,731,739 2.73 0
Development Co., Ltd.
(RETEREEEMERBERRQA)
7 China Wood (Group) Co., Ltd. 100,352,000 2.52 0
(P EAM (& E) R A F)
8 Jilin Province Longyuan Agricultural 98,597,120 2.47 0
Production Group Co., Ltd.
EMNERRRELEEEAREEERAR)
9 Jishi Media Co., Ltd. 87,640,149 2.20 0
(EREERHBRAF)
10 Jilin Province Jiapeng Group Co., Ltd. 83,295,651 2.09 0
EMERIBEEBERRAR)
Total 1,637,225,973 41.09 0
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Chapter 5 Changes in Share Capital and Particulars of Shareholders

(Il) Interests and Short Positions of Substantial Shareholders and Other Persons

To the best knowledge of the Bank, as at June 30, 2017, the following persons (other than the
Bank’s Directors, Supervisors and chief executive) had or be deemed or taken to have interests
and/or short positions in the Shares or underlying shares as recorded in the register of interests
required to be kept by the Bank pursuant to Section 336 of Part XV of the SFO and which would be
required to be disclosed to the Bank and the Hong Kong Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, directly or indirectly, were interested in 5% or more of
the nominal value of any class of the Bank’s share capital carrying rights to vote in all circumstances
at the shareholders’ general meetings of any other member of the Bank:

Approximate Approximate
Number of percentage of percentage of
shares directly the total issued the relevant

Nature of Class of or indirectly share capital of class of Shares
Name of shareholder Interests Shares held"® the Bank (%) of the Bank (%)
Domestic Shares
Jilin Province Trust Co., Ltd. Beneficial owner  Domestic Shares ~ 382,929,916(L) 9.61 11.87
(EREEREREEDA)
Changchun Huaxing Construction Beneficial owner  Domestic Shares  328,056,320(L) 8.23 10.17
Co., Ltd.
(REEEREAREMERA)
Changchun Huamei Tourism and Beneficial owner  Domestic Shares ~ 177,047,788(L) 4.44 5.49
Culture Media Co., Ltd.
(REMEXRELEHE
BRAR)
Jilin Jiuying Investment Management  Interest in Domestic Shares 177,047,788(L) 4.44 5.49
Group Co., Ltd. controlled
EHRENBREEEEERR  corporation
BRAF)
Bohai International Trust Co., Ltd. Interest in Domestic Shares 177,047,788(L) 4.44 5.49
(BEEBRETRNERAF)®  controlled
corporation
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Approximate Approximate
Number of percentage of percentage of
shares directly the total issued the relevant

Nature of Class of or indirectly share capital of class of Shares
Name of shareholder Interests Shares held"® the Bank (%) of the Bank (%)
H Shares
China Create Capital Limited Beneficial owner H Shares 173,617,000(L) 4.36 22.87
(FHREIERERARF)
Zhang Wei (5 &) Interest in H Shares 173,617,000(L) 4.36 22.87
controlled
corporation
Suhang Investment Holdings Limited ~ Beneficial owner  H Shares 100,000,000(L) 2.51 13.18
China Huarong International Interest in H Shares 100,000,000(L) 2.51 13.18
Holdings Limited controlled
(FEEBBEREBRAERLDA)  corporation
Huarong Real Estate Co., Ltd. Interest in H Shares 100,000,000(L) 2.51 13.18
ERBEBREFARS controlled
corporation
China Huarong Asset Management Interest in H Shares 100,000,000(L) 2.51 13.18
Co., Ltd. controlled
(FEIZEREEEERRER LA corporation
Cui Xintong (& ¥ &)™ Interest in H Shares 99,150,000(L) 2.49 13.06
controlled
corporation
Lee Ken-yi Terence (£ 3% %)@ Interests of H Shares 99,150,000(L) 2.49 13.06
spouse
Charm Success Group Limited Beneficial owner  H Shares 55,730,000(L) 1.40 7.34
EREEERDF)
Zhuang Qiao Luan (15 ) Beneficial owner  H Shares 50,000,000(L) 1.25 6.59
Huijin Capital Limited Beneficial owner  H Shares 48,240,000(L) 1.21 6.36
Swift Fortune Investments Limited Beneficial owner  H Shares 47,264,000(L) 1.19 6.23
Carnival Group International Holdings  Interest in H Shares 47,264,000(L) 1.19 6.23
Limited® controlled
corporation
Better Joint Venture Limited™ Interest in H Shares 47,264,000(L) 1.19 6.23
controlled
corporation
King Pak Fu (& & ) Interest in H Shares 47,264,000(L) 1.19 6.23
controlled
corporation
Lily Garden Investments Limited Beneficial owner H Shares 43,420,000(L) 1.09 5.72
Silver Prospects Limited'? Interest in H Shares 43,420,000(L) 1.09 5.72
controlled
corporation
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Approximate Approximate
Number of percentage of percentage of
shares directly the total issued the relevant

Nature of Class of or indirectly share capital of class of Shares
Name of shareholder Interests Shares held"® the Bank (%) of the Bank (%)
Ground International Development Interest in H Shares 43,420,000(L) 1.09 5.72
Limited (B2 EIFR &R BR QA controlled
corporation
Ka Yik Investments Limited Interest in H Shares 43,420,000(L) 1.09 5.72
FREREBRRE)™ controlled
corporation
Aurum Thrive Ltd.(& & & R 2 7)) Beneficial Owner  H Shares 38,028,000(L) 0.95 5.01
Zhang Dan (5 7)1 Interest in H Shares 38,028,000(L) 0.95 5.01
controlled
corporation

Notes:

(1) Jilin Jiuying Investment Management Group Co., Ltd. directly holds 92.2% of the total issued share capital in Changchun Huamei Tourism and
Culture Media Co., Ltd. According to the SFO, Jilin Jiuying Investment Management Group Co., Ltd. is deemed to be interested in the Shares
held by Changchun Huamei Tourism and Culture Media Co., Ltd.

(2)  Jilin Jiuying Investment Management Group Co., Ltd. directly holds 92.2% of the total issued share capital in Changchun Huamei Tourism and
Culture Media Co., Ltd. A trust scheme managed by Bohai International Trust Co., Ltd. directly holds 66.7% of the total issued share capital in
Jilin Jiuying Investment Management Group Co., Ltd. According to the SFO, Bohai International Trust Co., Ltd. is deemed to be interested in
the Shares held by Changchun Huamei Tourism and Culture Media Co., Ltd.

©)) Mr. Zhang Wei holds 100% of the total issued share capital in China Create Capital Limited. According to the SFO, Mr. Zhang Wei is deemed to
be interested in the Shares held by China Create Capital Limited.

4) Suhang Investment Holdings Limited is a wholly-owned subsidiary of China Huarong International Holdings Limited. According to the SFO,
China Huarong International Holdings Limited is deemed to be interested in the Shares held by Suhang Investment Holdings Limited.

5) Suhang Investment Holdings Limited is a wholly-owned subsidiary of China Huarong International Holdings Limited. Huarong Real Estate Co.,
Ltd. is a majority shareholder of China Huarong International Holdings Limited. According to the SFO, Huarong Real Estate Co., Ltd. is deemed
to be interested in the Shares held by Suhang Investment Holdings Limited.

(6) Suhang Investment Holdings Limited is a wholly-owned subsidiary of China Huarong International Holdings Limited. Huarong Real Estate Co.,
Ltd. is a majority shareholder of China Huarong International Holdings Limited. Huarong Real Estate Co., Ltd. is a wholly-owned subsidiary of
China Huarong Asset Management Co., Ltd. According to the SFO, China Huarong Asset Management Co., Ltd. is deemed to be interested in
the Shares held by Suhang Investment Holdings Limited.

(7) Cui Xintong holds 100% of the total issued share capital of Ka Yik Investments Limited and Charm Success Group Limited. Charm Success
Group Limited directly holds 55,730,000 H Shares. Lily Garden Investments Limited directly holds 43,420,000 H Shares. Lily Garden
Investments Limited is a wholly-owned subsidiary of Silver Prospects Limited. Silver Prospects Limited is a wholly-owned subsidiary of
Ground International Development Limited. Ka Yik Investments Limited holds 57.74% of the total issued share capital of Ground International
Development Limited. According to the SFO, Cui Xintong is deemed to be interested in the Shares held by Lily Garden Investments Limited and
Charm Success Group Limited.

8) Lee Ken-yi Terence is the spouse of Cui Xintong. According to the SFO, Lee Ken-yi Terence is deemed to be interested in the Shares held by
Cui Xintong.

9) Swift Fortune Investments Limited is a wholly-owned subsidiary of Camival Group International Holdings Limited. According to the SFO,
Carnival Group International Holdings Limited is deemed to be interested in the Shares held by Swift Fortune Investments Limited.
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(10)  Swift Fortune Investments Limited is a wholly-owned subsidiary of Carnival Group International Holdings Limited. Better Joint Venture Limited
holds 36.66% of the total issued share capital of Camival Group International Holdings Limited. According to the SFO, Better Joint Venture
Limited is deemed to be interested in the Shares held by Swift Fortune Investments Limited.

(11)  Swift Fortune Investments Limited is a wholly-owned subsidiary of Carnival Group International Holdings Limited. Better Joint Venture Limited
holds 36.66% of the total issued share capital of Carnival Group International Holdings Limited. King Pak Fu holds 100% of the total issued
share capital of Better Joint Venture Limited. According to the SFO, King Pak Fu is deemed to be interested in the Shares held by Swift Fortune
Investments Limited.

(12)  Lily Garden Investments Limited is a wholly-owned subsidiary of Silver Prospects Limited. According to the SFO, Silver Prospects Limited is
deemed to be interested in the Shares held by Lily Garden Investments Limited.

(13)  Lily Garden Investments Limited is a wholly-owned subsidiary of Silver Prospects Limited. Silver Prospects Limited is a wholly-owned subsidiary
of Ground International Development Limited. According to the SFO, Ground International Development Limited is deemed to be interested in
the Shares held by Lily Garden Investments Limited.

(14)  Lily Garden Investments Limited is a wholly-owned subsidiary of Silver Prospects Limited. Silver Prospects Limited is a wholly-owned subsidiary
of Ground International Development Limited. Ka Yik Investments Limited holds 57.74% of the total issued share capital of Ground International
Development Limited. According to the SFO, Ka Yik Investments Limited is deemed to be interested in the Shares held by Lily Garden
Investments Limited.

(15)  Zhang Dan holds 100% of the issued share capital of Aurum Thrive Ltd.. Aurum Thrive Ltd. directly holds 38,028,000 H Shares. According to
the SFO, Zhang Dan is deemed to be interested in the Shares held by Aurum Thrive Ltd..

(16) L represents long positions.

Save as disclosed above, as at June 30, 2017, the Bank is not aware of any other person, other
than the Directors, Supervisors and chief executive of the Bank, who had interests or short positions
in the Shares and underlying shares of the Bank, which were required to be recorded in the register
of interests maintained by the Bank pursuant to section 336 of Part XV of the SFO, and which would
be required to be disclosed to the Bank and the Hong Kong Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO.

(1l1) Shareholders holding 5% or more of the Share Capital

Please see (ll) above for information on Shareholders holding 5% or more of the share capital of
the Bank.

(IV) Particulars of Controlling Shareholders and Actual Controller

The shareholding structure of the Bank is diversified and the Bank does not have a controlling
shareholder or actual controller.

As at June 30, 2017, the largest Shareholder of the Bank is Jilin Province Trust Co., Ltd. (& #&
L= AR & T2 7)), holding 382,929,916 Domestic Shares of the Bank and representing 9.61%
of the total issued share capital of the Bank.
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Chapter 6 Directors, Supervisors, Senior Management,
Employees and Organizations

I. Information on Directors, Supervisors and Senior Management Members

As of June 30, 2017, the information of the Directors, Supervisors and senior management
members of the Bank is as follows:

Directors
Date of Expiration
appointment of the term
Name Age Position as Director of office Responsibilities
Mr. Gao Bing 50 Chairman, executive December 2008  December 2017  Responsible for overall operations and
(= &) Director strategic management, make material
decisions and develop the business
strategy
Mr. Liang Xiangmin 52 Executive Director,  April 2016 December 2017 Responsible for the business
ZMR) Vice-president operations and management of
and Chief branches outside the Jiutai region,
Operating Officer participate in making material business
decisions and manage certain business
departments and offices
Mr. Yuan Chunyu 46 Executive Director,  December 2012 December 2017  Responsible for the management of the
(REH) Secretary to the Board’s office, participate in making
Board and Joint material business decisions and
Company developing the business development
Secretary strategy
Ms. Guo Yan 55 Non-executive April 2015 December 2017 Participate in making major business
(383 Director decisions and advise on issues relating
to audit, related party transactions
and nomination and remuneration
of Directors, Supervisors and senior
management
Mr. Wu Shujun 59 Non-executive December 2012 December 2017 Same as above
(REE) Director
Mr. Zhang Xinyou 52 Non-executive December 2012 December 2017 Same as above
RFR) Director
Mr. Wang Baocheng 62 Non-executive April 2016 December 2017 Same as above
(EFER) Director
Mr. Zhang Yusheng 68 Non-executive April 2015 December 2017 Same as above
(REHE) Director
Dr. Fu Qiong 48 Independent April 2015 December 2017 Participate in making major business
(H=) Non-executive decisions, developing the business
Director development strategy and advise
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Date of Expiration
appointment of the term
Name Age Position as Director of office Responsibilities
Mr. Jiang Ning 47 Independent January 2017 December 2017 Same as above
(=) Non-executive
Director
Mr. Li Beiwei 55 Independent April 2016 December 2017 Same as above
E1t1E) Non-executive
Director
Mr. Chung Wing Yin 41 Independent July 2016 December 2017 Same as above
(EXE) Non-executive
Director
Mr. Yang Jinguan 55 Independent April 2016 December 2017 Same as above
He8) Non-executive
Director
Supervisors
Date of Expiration
appointment of the term
Name Age Position as Supervisor  of office Responsibilities
Mr. Luo Hui 46 Chairman of December 2008  December 2017 Take charge of the work of the Board
(% 1E) the Board of of Supervisors and supervision of
Supervisors, the Board of Directors and senior
Employee management on behalf of the
Representative employees
Supervisor
Mr. Wang Enjiu 49 Employee December 2008  December 2017 Supervision of the Board of Directors
(FBRA) Representative and senior management on behalf of
Supervisor the employees
Mr. Liu Xiangjun 42 Employee December 2015 December 2017 Same as above
B\ E) Representative
Supervisor
Mr. Fan Shuguang 54 External Supervisor ~ June 2016 December 2017 Supervision of the Board of Directors
(CEEE %) and senior management
Mr. Gao 49 External Supervisor  January 2016 December 2017 Same as above
Pengcheng
(=R
Mr. Wang zhi 47 External Supervisor  January 2016 December 2017 Same as above
(E#)
Mr. Zhang Ruibin 35 External Supervisor  January 2016 December 2017 Same as above

(RmE)
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Senior Management

Employees and Organizations

Date of
appointment Expiration
as senior of the term
Name Age  Position management of office Responsibilities
Mr. Zhang Haishan 53 President December 2008  December 2017 Responsible for the overall
GRE L) management of the business
operations
Mr. Zhu Weidong 53 Vice President February 2011 December 2017 Responsible for the management of
(REF) business operations of village and
township banks
Mr. Liang Xiangmin 52 Executive Director, ~ August 2010 December 2017 Responsible for the business
ZRR) Vice President operations and management of
and Chief branches outside the Jiutai region,
Operating Officer participate in making material business
decisions and manage certain business
departments and offices
Mr. Li Guogiang 49 Vice President December 2008  December 2017 Responsible for the business
(ZE =) operations and management of
branches within the Jiutai region and
manage certain business departments
and offices
Ms. Song Xiaoping 53 Vice President February 2011 December 2017 Responsible for the management of
(REEST) information technology, accounting
and settlement, financial planning and
international business
Mr. Gao Zhonghua 53 Vice President February 2015 December 2017 Responsible for staff education and
(=P ) training
Mr. Yuan Chunyu 46 Executive Director,  December 2012 December 2017  Responsible for the management of the

REM)

Secretary to the
Board and Joint
Company
Secretary

Board’s office, participate in making
material business decisions and
develop the business strategy

Il. Changes in Directors, Supervisors and Senior Management Members

() Changes in Directors, Supervisors and Senior Management Members

On January 19, 2017, Mr. Jin Shuo (£1%E) ceased to be an independent non-executive
Director, the chairman of the Related-party Transactions Control Committee and a member of
the Audit Committee and Strategy and Development Committee under the Board of the Bank
due to his decision to devote more time to other works. On the same day, Mr. Jiang Ning (% %)
formally assumed his role as an independent non-executive Director, the chairman of the Related-
party Transactions Control Committee and a member of the Audit Committee and Strategy and
Development Committee under the Board of the Bank.
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Save as disclosed above, for the six months ended June 30, 2017, there were no changes in
the Bank’s Directors, Supervisors and senior management members.

(I) Information discloseable under Rule 13.51B(1) under the Hong Kong Listing Rules

For the six months ended June 30, 2017, there was no information in respect of the change of
Directors, Supervisors and senior management members which shall be discloseable under Rule
13.51B(1) of the Hong Kong Listing Rules.

lll. Remuneration Policies for Directors, Supervisors and Senior Management

The remuneration of the Directors of the Bank is determined and paid in accordance with the
relevant laws and regulations as well as the relevant provisions of the Articles of Association. The specific
remuneration distribution plans should be reviewed by the Remuneration Committee under the Board
of Directors and submitted to the Board of Directors for approval, and submitted to the shareholders’
general meeting for approval after being approved by the Board of Directors.

The remuneration of the Supervisors of the Bank is determined and paid in accordance with the
relevant laws and regulations as well as the relevant provisions of the Articles of Association. The specific
remuneration distribution plans should be reviewed by the Nomination Committee under Board of
Supervisors and submitted to the Board of Supervisors for approval, and submitted to the shareholders’
general meeting for approval after being approved by the Board of Supervisors.

The Bank’s appraisal on the senior management is based on their performance in completing
the decisions, strategic targets and plans of the Board of Directors and whether they are actively and
effectively protecting the interests of the Bank and the Shareholders, and it is implemented by the Board
of Directors.

The incentive and restraint mechanism of the Bank is mainly embodied in the remuneration
mechanism for the senior management. The remuneration to the senior management is linked to the
appraisal indicators of the Board of Directors, in order to combine the target incentive with responsibility
restraint, ensure the alignment of the remuneration payment with the long-term interests of the Bank,
and better encourage the senior management to contribute to the steady and sustainable development
of the Bank.
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Employees and Organizations

IV. Positions held in the Shareholder Company by the Directors, Supervisors and
Senior Management

Position held Name of the Position held in
Name with the Bank shareholder company the shareholder company
Guo Yan Non-executive Director  Jilin Province Trust Co., Ltd.  Chief investment director and

(EMEEEBERSEAT)  general manager of
investment department

Zhang Xinyou Non-executive Director Changchun Longde Chairman

Real Estate Development
Co., Ltd. (REMERE
WEMERRRAR)

Wang Baocheng Non-executive Director Changchun Changqging Chairman

Pharmaceutical Group
Co., Ltd. (RERE®HZ
SEARLQA)

Zhang Yusheng  Non-executive Director Changchun Huaxing Chairman

Construction Co., Ltd.
(REEZEEZEEAR
EERA)

V. Other Information Required under Rule 13.51(2) of the Hong Kong Listing Rules

(1)

Mr. Zhang Xinyou (5 ¥7 &) was a director of Nongan County Xinyou Industry Co., Ltd. (2%
SR EEAMRE LA F), alimited liability company incorporated in the PRC on February
2, 2002, mainly engaged in the wholesale and retail of hardware parts and dissolved by way
of deregistration on December 28, 2006. Mr. Zhang confirmed that there is no wrongful act
on his part leading to the dissolutions and is not aware of any actual or potential claim that
has been or will be made against him as a result of the dissolutions, that his involvement in the
above company was part and parcel of his services as a director of this company and that no
misconduct or misfeasance had been involved in the dissolutions of this company, and the
relevant company was solvent at the time of dissolution or deregistration.

Mr. Zhang Yusheng (5k & 4) was a director of Jilin Huaxing New Construction Materials Co.,
Ltd. (FMEEFAZEME AR F T2 7)), a limited liability company incorporated in the
PRC on April 25, 2006, mainly engaged in the production, wholesale and retail of non-burnt
bricks and wall panels and dissolved by way of deregistration on September 2, 2015. Mr.
Zhang confirmed that there is no wrongful act on his part leading to the dissolutions and is not
aware of any actual or potential claim that has been or will be made against him as a result of
the dissolutions, that his involvement in the above company was part and parcel of his services
as a director of this company and that no misconduct or misfeasance had been involved in the
dissolutions of this company, and the relevant company was solvent at the time of dissolution or
deregistration.
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(3) Dr. Fu Qiong ({# &) was a supervisor of Chizhou Chijiu Automobile Trade Co., Ltd. (b JN 7 tb
NEEE AR AR, alimited liability company incorporated in the PRC on March 12, 2013,
mainly engaged in the sales of automobiles, and dissolved by way of deregistration on August
20, 2013. Dr. Fu confirmed that there is no wrongful act on his part leading to the dissolutions
and is not aware of any actual or potential claim that has been or will be made against him as
a result of the dissolutions, that his involvement in the above company was part and parcel of
his services as a supervisor of this company and that no misconduct or misfeasance had been
involved in the dissolutions of this company, and the relevant company was solvent at the time
of dissolution or deregistration.

(4) Mr. Li Beiwei (2151&) was a supervisor of the following company incorporated in the PRC prior
to its dissolution:

Nature of Date of Means of
Name of company the business Role of Mr. Li dissolution dissolution
Jilin Industrial Economics Industrial and economic ~ Shareholder &  October 30, 2006 Business license
Research (Institute) Co., Ltd. information research Supervisor being revoked®e
EHEEZELEHRR () and consultation

BREERT)

Note 1:  The company was established in late 2005 by (i) Mr. Jing Jipeng (5 # [5), who owned 90% of the equity interest, and also act as an
executive director, (i) Mr. Zhang Haitao (3= /%), who owned 5% of the equity interest, and also act as a director of the company, and (i)
Mr. Li, who owned 5% of the equity interest, and also act as a supervisor of the company. Followed by the old age and illness of Mr. Jing,
he was no longer capable for the daily running of the company. The company was subsequently ceased to operate and failed to conduct
the annual inspection in year 2006. Thus, the relevant authority has revoked the business license of the company in October 2006.

Mr. Li confirmed that there is no wrongful act on his part leading to the dissolution of the above
company, he is not aware of any actual or potential claim that has been or will be made against him as a
result of the dissolution, his involvement in the above companies was part and parcel of his services as
a supervisor, that no misconduct or misfeasance had been involved in the dissolution of this company,
and the relevant company was solvent at the time of dissolution or deregistration.

VI. Securities Transactions by Directors, Supervisors and Senior Management

The Bank has adopted, in respect of securities transactions by Directors, Supervisors and senior
management members, a code of conduct on terms no less exacting than the required standards set
out in the Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”) as set
out in Appendix 10 to the Hong Kong Listing Rules.

Having made specific enquiries to all Directors, Supervisors and members of the senior
management of the Bank, the Bank confirmed that they had complied with the Model Code for the
period from the Listing Date to August 28, 2017, being the date of the meeting of the Board to consider
and approve the interim results of the Group for the six months ended June 30, 2017.
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VIl. Interests and Short Positions of Directors, Supervisors and Chief Executive
in Shares, Underlying Shares and Debentures of the Bank and Its Associated

Corporations

As of the Latest Practicable Date, the interests of the Directors, Supervisors and chief executive of
the Bank in the shares, underlying shares and debentures of the Bank or its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register required to be kept under Section
352 of the SFO or as otherwise notified to the Bank and the Hong Kong Stock Exchange pursuant to the
Model Code or in accordance with Divisions 7 and 8 of Part XV under the SFO are as follows:

Percentage
of the total  Percentage
share capital  of Domestic
Position Class Number of of the Bank" Shares
Name in the Bank of Shares Nature of Interest  Shares (%) (%)
Gao Bing Chairman and Domestic Beneficial owner 300,000(L) @ 0.01 0.01
Executive Director Shares
Yuan Chunyu Executive Director, Domestic Beneficial owner 47,758(L) @ 0.00@ 0.00®
Secretary to the Shares
Board and Joint
Company Secretary
Zhang Yusheng  Non-executive Director Domestic Interest in controlled  328,056,320(L) © 8.23 1017
Shares corporation
Wu Shujun Non-executive Director Domestic Interest in controlled  110,575,290(L) © 2.77 3.43
Shares corporation
Zhang Xinyou Non-executive Domestic Interest in controlled  108,731,739(L) @ 2.73 3.37
Director Shares corporation
Wang Baocheng Non-executive Domestic Interest in controlled  78,876,000(L) @ 1.98 2.45
Director Shares corporation
Wang Zhi External Supervisor Domestic Beneficial owner 500,000(L) @ 0.01 0.02
Shares

(1) As of the Latest Practicable Date, the Bank had a total of 3,984,797,692 Shares in issue, including 3,225,797,692 Domestic Shares and

759,000,000 H Shares.
2 L represents long position.

(8)  The percentage is rounded to two decimals.
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Save as disclosed above, as of the Latest Practicable Date, none of the Directors, Supervisors and
chief executive of the Bank held any interests or short positions in the shares, underlying shares and
debentures of the Bank or its associated corporations as recorded in the register required to be kept by
the Bank under Section 352 of the SFO or as otherwise notified to the Bank and the Hong Kong Stock
Exchange pursuant to the Model Code or in accordance with Divisions 7 and 8 of Part XV under the

SFO.

VIil. Employee, Employee Compensation Policy and Employee Training Program

() Staff Composition

As of June 30, 2017, the Group had 6,432 employees. The table below sets forth its number of

full-time employees by function as of the same date:

Number of Percentage

Employees (%)
Retail banking 3,293 51
Management 922 14
Finance and accounting 490 8
Corporate banking 503 8
Risk management, internal audit and legal and compliance 169 3
Treasury operations 128 2
Information technology 80 1
Otherst" 847 13
Total 6,432 100

Note:

1) Primarily include general office and security office.

As of June 30, 2017, more than 52% of the Group’s employees had a bachelor’s degree or

higher.

In addition to full-time employees, as of June 30, 2017, the Group also had 637 contract staff
from third-party human resources agencies. These contract staff are not the Group’s employees.
Instead, they have entered into employment contracts with third-party human resources agencies.
They generally serve in non-key positions, such as bank tellers and customer service officers. The
Bank and the subsidiary banks make advance payments to the third-party agencies, who then pay
salaries to and make social security contributions for independent contract staff.
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(1) Employee Remuneration

The Group conducts performance evaluations of employees annually to provide feedback
on performance. Compensation for full-time employees typically consists of a base salary and a
discretionary bonus. The Group determines employee discretionary bonuses at the end of each year
based on employee performance and its results of operations.

The Group’s full-time employees participate in various employee benefit plans, such as
pension insurance, medical insurance, work related injury insurance, unemployment insurance,
maternity insurance, housing funds and corporate annuity funds. In addition, the Group provides
supplementary medical insurance to its employees.

According to the relevant regulations, the premiums and welfare benefit contributions borne
by the Group are calculated regularly on a certain percentage of the remuneration cost and paid
to the relevant labor and social welfare authorities. The Group cannot withdraw or utilize its fund
contribution made to the defined contribution plans under any circumstance.

(Ill) Employee Training Program

The Group focuses on employee career development and provide training programs tailored
to employees in different business lines. The Bank has built a specific team of internal trainers. The
Bank also collaborates with PRC institutions of higher education to recruit and train employees. For
example, the Bank has established a simulated banking and training center to enhance employee
professional skills. The Bank emphasizes internal recruiting and employee training. In 2015, the
Bank launched “Financial Special Forces” (& g 45 1% ££), a management training program to select
and train outstanding management personnel and provide employees with opportunities to enhance
professional knowledge and develop leadership skills.

(IV) Labor Union

The Bank and each subsidiary bank has a labor union established in accordance with PRC laws
and regulations. The Bank believes that the Bank and each subsidiary bank has maintained a good
working relationship with its employees. As of the Latest Practicable Date, none of the Bank nor any
of the Group’s subsidiary banks had experienced any labor strikes or other labor disturbances that
materially affected the Group’s operations or public image.
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IX. SUBSIDIARY BANKS

Particulars of the Bank’s subsidiary banks as of June 30, 2017 are set out as follows:

Subsidiary banks Places of business Remarks

Liaoyuan Rural Commercial Bank Limited 1268 Renmin Street, Longshan District, 13 sub-branches
Liability Company Liaoyuan City, Jilin Province, PRC
FERENEERITERETRAA)

Changbai Mountain Rural Commercial Chibei District, Changbai Mountain City, 5 sub-branches
Bank Co., Ltd. Jilin Province, PRC (Block 4, Baihe New
(EALUERNEERTRHERADA) Town)

Jilin Dehui Rural Commercial Bank Co., Ltd. 299 Dexin Street, Dehui City, Jilin 27 sub-branches
(EMEEENHERITROER A A) Province, PRC

Jilin Gongzhuling Rural Commercial Bank 1085 Guangming Road, Gongzhuling 41 sub-branches
Co., Ltd. City, Jilin Province, PRC
EFHRRETBEBRNBRBTROHDBERRAF)

Jilin Chuncheng Rural Commercial Bank Gongzhuling City, Jilin Province, PRC 6 sub-branches
Co., Ltd.

(EMRERENEERITROERAA)

Hanshan Huimin Town Bank Co., Ltd. Block 2, Fuhong Shopping Mall, 4 sub-branches

ELBERMNEBERITBERETAR) North Side of Shaoguan East Road,

Hanshan County, Ma’anshan City, Anhui
Province, PRC
Shuangcheng Huimin Village Bank Co., Ltd. Building Complex, Longsheng South 4 sub-branches
(EHERNERITEREERA) District, Fada Road, Shuangcheng City,
Heilongjiang Province, PRC

Tongcheng Huimin Village Bank Co., Ltd. 59 Jiefang East Road, Juanshui Town, 2 sub-branches
B ERNERTEREERLA) Tongcheng County, Hubei Province,
PRC
Gaomi Huimin Village and Township Bank 919 Liqun Road, Gaomi Town, 5 sub-branches
Co., Ltd. Weifang City, Shandong Province, PRC
(EEmERMNERTAEREEAF)
Wuchang Huimin Village Bank Co., Ltd. Block 1, Guanye Guojijie District, 3 sub-branches
EEERMNEBERITBERETAR) Yachen Road, Wuchang City,
Heilongjiang Province, PRC
Yun’an Huimin Village Bank Co., Ltd. 62 Jixiang Road, Yun’an District,
(ELBERMNEBEIRITRODERAQR) Yunfu City, Guangdong Province, PRC
Lu Jiang Hui Min Town Bank Co., Ltd. Block 18, Fenghuang City, 4 sub-branches
(EIERMNBERITAEREERR) Jun’er West Road, Lujiang County,

Hefei City, Anhiu Province, PRC
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Subsidiary banks

Places of business

Remarks

Qingdao Pingdu Huimin Village Bank
Co., Ltd.
(FETEERNERITRH AR AR
Da’an Huimin Village Bank Co., Ltd.
ARZERENBERITEREERA)
Changchun Nanguan Huimin Village
Bank Co., Ltd.
(REEBERNERTEREERR)

Huimin Village Bank Company Limited
of Anci, Langfang
(B3 &K [ B R A R 1T AR 19
BR2AT)

Guangzhou Huangpu Huimin Village
and Township Bank Co., Ltd.
(ENEHERNERITRGOBRAR)

Heyang Huimin Village Bank Co., Ltd.
EBERNERITROBR A A)

Huadian Huimin Village Bank Co., Ltd.

ERERMNERTRMNBRRAF)
Jilin Fengman Huimin Village Bank

Co., Ltd.

(EMRERBERNERITROERRA)
Jingmen Dongbao Huimin Village Bank

Co., Ltd.

FIFFREERNERITRNDBERQA)
Qingyuan Qingxin Huimin Village Bank

Co., Ltd.

(BEBMBRNERITROARRA)
Wenan Huimin Village Bank Co., Ltd.

(X ZHFBERNBRITRNO AR QA)
Wuhua Huimin Village Bank Co., Ltd.

(REEREMNBERITRMHER R )

m JIUTAI RURAL COMMERCIAL BANK

27 Honggi Road, Pingdu City,
Qingdao City, Shandong Province, PRC

54 Renmin Road, Da’an City, Jilin
Province, PRC

Shop 105-111 of Block 32,

Shop 105-106 of Block 33,

Haojing Villa, Yatai Street,

Nanguan District, Zhangchun City,

Jilin Province, PRC

39 Guangming West Road, Anci District,
Langfang City, Hebei Province, PRC

Room 101-106, 552 Zhenlong Street,
Jiulong Town, Huangbu Disitrict,
Guangzhou City, Guangdong Province,
PRC

North side of East Fenghuang

West Road, Heyang County,

Weinan City, Shaanxi Province, PRC
216 Huadian Street, Huandian City,
Jilin Province, PRC

121 Jilin Street, Fengman District,
Jilin City, Jilin Province, PRC

82 Xiangshan Street, Dongbao District,
Jingmen City, Hubei Province, PRC

120#, 66 Qingxin Street, Taihe Town,
Qingxin District, Qingyuan City,
Guangdong Province, PRC

344 Xingwen Road, Wen’an County,
Langfang City, Hebei Province, PRC
189 Huaxing North Road,

Shuizhai Town, Wuhua County,
Meizhou City, Guangdong Province,
PRC

7 sub-branches

5 sub-branches

4 sub-branches

5 sub-branches

4 sub-branches

2 sub-branches

5 sub-branches

8 sub-branches

3 sub-branches

2 sub-branches

6 sub-branches

3 sub-branches
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Places of business

Remarks

Qianan Huimin Village Bank Co., Ltd.
EZERMNERTAREERAA)

Changchun Gaoxin Huimin Village Bank
Co., Ltd.
(RESFTEARNERITEREERA)
Baicheng Taobei Huimin Village Bank
Co., Ltd.
Bk ERNERITRO AR AR

Fuyu Huimin Village Bank Co., Ltd.
FHBEREMNERTRMBR A F)
Taonan Huimin Village Bank Co., Ltd.
(kR ERMERTRMNBR A F)
Tianjin Binhai Huimin Village Bank Co., Ltd.
REEBERNERITROARRA)
Jilin Chuanying Huimin Village Bank
Co., Ltd.
(EMHMEERNERTRO AR R A)

Leizhou Huimin Village Bank Co., Ltd.
(EMNERMNERTROERQAF)

Songyuan Ningjiang Huimin Village Bank
Company Limited
(MRREBEIBERNERITROERRA)

Anping Huimin Village Bank Co., Ltd.
(RFERMNERITRMNBRRAF)

Huidong Huimin Village Bank Co., Ltd.
FERERNBARTRNBERQA)

Lingshui Huimin Village Bank Co., Ltd.
ERERMNHERITROBR D A)

Sanya Huimin Village Bank Co., Ltd.
ERERMNERITROBR R A)

Qingdao Jimo Huimin Village Bank Co., Ltd.

EFENEBERMNERTRMNERQF)

Caishui Jiayuan District,

Yuzhou West Road, Qian’an County,
Jilin Province, PRC

Room 101, Block 16a, Baolai Yaju,
999 Guanggu Street, Gaoxin District,
Zhangchun City, Jilin Province, PRC
Block 2, Siji Huacheng,

299 Guangming South Street,
Taobie District, Baicheng City,

Jilin Province, PRC

(Shop 4-6, District A,

Zuanshi Siji Huacheng)

222 Yucai South Street, Fuyu City,
Songyuan City, Jilin Province, PRC
1098 Tuanjie West Road, Taonan City,
Jilin Province, PRC

322-324 East Century Street,

Binhai New District, Tianjin City, PRC
Unit 9-10, 1/F-2/F, Block A,
Changmao Huayuan Estate,

Anshan Street, Chuanying District,
Jilin City, Jilin Province, PRC

21 Hunan Road, Leicheng Town,
Leizhou City, Guangdong Province,
PRC

2099 Wulan Street, Ningjiang District,
Songyuan City, PRC

8 Xima Road, Anping County,

Hebei Province, PRC

66-71 Jinzuan Street, Zhonghang City,
Huagiao City, Pingshan Town,
Huidong County, Huizhou City,
Guangdong Province, PRC

Nangan Road, Yelin Town,

Lingshui County, Hainan Province, PRC

(Wutianshan Apartment)
Junction of Fenghuang Road and
Jichang Road, Sanya City, Hainan

Province, PRC (Jiangxiuhua Apartment)

878 Heshan Road, Jimo City,
Shandong Province, PRC

5 sub-branches

4 sub-branches

2 sub-branches

2 sub-branches

2 sub-branches

13 sub-branches

2 sub-branches

1 sub-branch

10 sub-branches

4 sub-branches

3 sub-branches

2 sub-branches
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Chapter 7 Significant Events

I. Code of Corporate Governance

The Bank believes that maintaining high standards of corporate governance mechanisms and high
quality corporate governance is one of the key factors to improve its core competitiveness and to build
a modern rural commercial bank. Therefore, the Bank focuses on high quality of corporate governance,
abides by the best domestic and international corporate governance practice, to ensure the rights and
interests of Shareholders and improve the value of the Bank.

The Bank has established a modern corporate governance structure in line with the requirements
of its Articles of Association, PRC laws and regulations and the Hong Kong Listing Rules. The Board
of Directors is accountable to the Shareholders as a w