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IMPORTANT NOTICE

The Board of Directors, Board of Supervisors and Directors, Supervisors and senior management of the Bank
hereby warrant the truthfulness, accuracy and completeness of the contents of this annual report and that there
are no false representations, misleading statements or material omissions, and jointly and severally assume
liability for the information hereof.

The full text and the summary of the 2022 annual report (the “Report”) were reviewed and approved at the
Bank’s eighth meeting of the seventh session of the Board of Directors on 30 March 2023. 9 Directors were
eligible to attend the meeting, 9 of whom attended in person. Several Supervisors of the Bank attended the
meeting.

Unless otherwise specified, the financial information set out in this Report represents data from the consolidated
financial statements of the Bank and its subsidiaries, namely Henan Jiuding Financial Leasing Co., Ltd., Fugou
Zhengyin County Bank Co., Ltd., Xinmi Zhengyin County Bank Co., Ltd., Xunxian Zhengyin County Bank Co.,
Ltd., Queshan Zhengyin County Bank Co., Ltd. and Xinzheng Zhengyin County Bank Co., Ltd.

The Bank prepared the 2022 annual financial report in accordance with the Chinese Accounting Standards for
Business Enterprises and International Financial Reporting Standards, which was audited by Ernst & Young
Hua Ming LLP and Ernst & Young under the PRC and Hong Kong standards on auditing, respectively. The two
firms issued an audit report and an independent auditor’s report respectively, which were both standard and
unqualified.

Mr. ZHAO Fei, the president of the Bank and acting chairman of the Board of Directors, Mr. SUN Haigang, the
person-in-charge of accounting of the Bank, and Ms. GAO Chenxin, the head of accounting department of the
Bank, hereby declare and warrant the truthfulness, accuracy and completeness of the financial statements in this
Report.

The Board of the Bank recommended that 1 new Share for every 10 Shares shall be issued to the Ordinary
Shareholders whose names appeared on the register of Shareholders of the Bank as at the dividend distribution
registration date by way of capitalization issue, and that no cash dividend or bonus share shall be distributed or
issued in 2022. The profit distribution plan will be proposed at the general meeting of the Bank for approval.

Forward-looking statements such as future plans mentioned in this Report do not constitute actual commitments
of the Bank to investors. Investors and parties concerned should be fully aware of the risks, and understand the
differences among plans, estimates and commitments.

During the Reporting Period, the Bank was not aware of any material risk that would adversely affect its future
development strategies and business targets. The major risks to which the Bank was exposed in its operations
and management and the corresponding measures adopted by the Bank are detailed in this Report. For further
information, please refer to the relevant information in the sections headed “Risk Management” and “Outlook” in
the chapter headed “Management Discussion and Analysis” of this Report.
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DEFINITIONS

DEFINITIONS

In this Report, unless the context otherwise requires, the following terms shall have the meanings set forth

below:
“2021 AGM”

“Articles of Association”

“A Share(s)”

“A Shareholder(s)”

“Bank”, “Bank of Zhengzhou”, or “We”

“Board” or “Board of Directors”
“Board of Supervisors”
“CBIRC”

“CBIRC Henan Office”
“Company Law”

“Corporate Governance Code”

“CSRC”
“Director(s)”

“Fugou Zhengyin County Bank”

“Group”

“Hong Kong”

the annual general meeting of the Bank convened on 10 June 2022

the articles of association of the Bank, as amended from time to
time

ordinary shares with a nominal value of RMB1.00 each in the share
capital of the Bank, which are listed and traded on the SZSE (stock
code: 002936)

holder(s) of A Share(s)

Bank of Zhengzhou Co., Ltd.* (EINRITRRD AR AF]), a joint
stock company incorporated in the PRC with limited liability on
16 November 1996 in accordance with the PRC laws, and, if the
context requires, includes its predecessors, subsidiaries, branches
and sub-branches

the board of Directors of the Bank

the board of Supervisors of the Bank

China Banking and Insurance Regulatory Commission

China Banking and Insurance Regulatory Commission Henan Office

Company Law of the People’s Republic of China

Corporate Governance Code set out in Appendix 14 to the Stock
Exchange Listing Rules

China Securities Regulatory Commission
the director(s) of the Bank

Fugou Zhengyin County Bank Co., Ltd. (BK/BEBSRATSEERITID B TR
YNGI)!

the Bank and its subsidiaries

the Hong Kong Special Administrative Region of the PRC



“Hong Kong Stock Exchange”
KKHK$7!

“H Share(s)”

“H Shareholder(s)”

“Jiuding Financial Leasing Company”

“Latest Practicable Date”

“Law on Commercial Banks”

“Macao”

“MOF”

“Offshore Preference Shares”

“PRC” or “China”

“Queshan Zhengyin County Bank”

“Reporting Period”
“RMB” or “Renminbi”
“Securities Law”

“SFO”

“Share(s)” or “Ordinary Share(s)”
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DEFINITIONS

The Stock Exchange of Hong Kong Limited

Hong Kong dollars, the lawful currency of Hong Kong
overseas-listed shares in the share capital of the Bank, with a
nominal value of RMB1.00 each, which are listed and traded on the
Main Board of the Hong Kong Stock Exchange (stock code: 6196)

holder(s) of H Share(s)

Henan Jiuding Financial Leasing Co., Ltd. (A N8 & @A s %
fRAA])

30 March 2023, being the latest practicable date prior to the printing
of this Report for the purpose of ascertaining certain information
contained hereof

Law on Commercial Banks of the People’s Republic of China

the Macao Special Administrative Region of the PRC

the Ministry of Finance of the People’s Republic of China
59,550,000 shares of non-cumulative perpetual offshore preference
shares with a nominal value of RMB100 each, which were redeemed

in full by the Bank on 18 October 2022

the People’s Republic of China, and for the purpose of this Report
only, excluding Hong Kong, Macao and Taiwan regions

Queshan Zhengyin County Bank Co., Ltd. (F&ILEL$RATEEERTTRR (D
R AR])

the period from 1 January 2022 to 31 December 2022
Renminbi, the lawful currency of the PRC
Securities Law of the People’s Republic of China

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

the A Shares and the H Shares
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DEFINITIONS

“Shareholder(s)” or
“Ordinary Shareholder(s)”

“Stock Exchange Listing Rules”

“Supervisor(s)”
“SZSE”

“SZSE Listing Rules”

“Xinmi Zhengyin County Bank”
“Xinzheng Zhengyin County Bank”
“Xunxian Zhengyin County Bank”
“Yanling Zhengyin County Bank”

“Zhongmu Zhengyin County Bank”

holder(s) of the Ordinary Share(s)

the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited

the supervisor(s) of the Bank

Shenzhen Stock Exchange

Rules Governing the Listing of Stocks on the Shenzhen Stock
Exchange

Xinmi Zhengyin County Bank Co., Ltd. (312 8 R T SEERTTRR D B R A
al)

Xinzheng Zhengyin County Bank Co., Ltd. (FTEFEBsR I SEERI TS
R A A])

Xunxian Zhengyin County Bank Co., Ltd. (ZS2E8RMSARITID A
R AA])

Yanling Zhengyin County Bank Co., Ltd. (BSBEEL R K $EERTTRY (0 B IR
NEI)

Zhongmu Zhengyin County Bank Co., Ltd. (R & EBsR T $HERITIID B
R A A])

The Bank is not an authorized institution within the meaning of the Banking Ordinance (Chapter 1556 of the Laws of

Hong Kong), and not subject to the supervision of the Hong Kong Monetary Authority, nor being authorized to carry out
banking and/or deposit-taking business in Hong Kong.
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PRESIDENT’S STATEMENT

Time stops for no one and we waste none of the hours to develop. 2022 witnessed an extraordinary history. The
20th National Congress of the Communist Party of China, which was successfully convened during the year,
directed the way for the advancement and development of the cause of the Party and the country. At this new
starting point for the construction of a powerful country and the rejuvenation of the nation, Bank of Zhengzhou
united as one to overcome difficulties and upheld the development concept of building a leading bank with high-
quality development, thus marking its own unique milestone.

This year, we stood by each other in difficulties and understood better the value of companionship.

Facing complex, volatile internal and external situations, Bank of Zhengzhou firmly “guard our doors and protect
our fellows”, and gained a deeper and indestructible friendship with customers, all walks of life, cadres and
employees. Adhering to the customer-centered principle, we put ourselves in customers’ shoes and responded
promptly to their urgent needs. The Bank introduced 18 long-term mechanisms and measures to provide
financial services for small and micro enterprises as far as possible, and launched 12 measures to provide
financial services for new citizens, thereby providing small and micro enterprises and individual businesses with
policy support such as delayed repayment of principal and interest, and credit protection. We handled a total of
4,500 businesses regarding the delayed repayment of principal and interest for small and micro enterprises as
well as individual businesses with an amount of RMB3.18 billion. By doing this, we supported the development
and people’s livelihood in regions affected by the economic downturn.

This year, we took on the responsibility of development and threw in our lot with Henan Province.

As a local legal person bank, Bank of Zhengzhou has been rooted in Henan, especially Zhengzhou. We were
duty-bound to promote the high-quality development of local economy and help people live a better life. Given
the task to help stabilize the overall economy in the province, we issued the Implementation Opinions of the
Bank of Zhengzhou on Stabilizing Economy, Promoting Growth and Maintaining Employment in no time. While
thoroughly implementing the national, provincial and municipal policies and follow-up measures for stabilizing
the economy, the Bank formulated 27 measures in eight aspects to stabilize the economy, and supported 85
provincial “Three in One Batch” projects, major projects and post-disaster reconstruction projects, making every
effort to help stabilize the economy and promote development. In particular, since the launch of the provincial
special action for ensuring the delivery of new properties, Bank of Zhengzhou took the initiative to implement
the “16 Policies” of financial support for real estate, and launched the “Bank of Zhengzhou 22 Measures” to
support the steady and healthy development of the real estate market. To ensure the delivery of new properties,
we formulated a special marketing and credit extension plan, approved loans of RMB6.4 billion, and entered
into strategic cooperation agreements with seven real estate enterprises. We strove to boost Henan’s economy
with distinctive policy guidance and practical, concrete measures, and took actions to create a better future for
Henan Province in the new era.
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PRESIDENT’S STATEMENT

This year, we improved ourselves against the backdrop of reform, kept up with the time and moved
forward confidently.

In 2022, making breakthroughs in the context of reform and metamorphosing in innovation were still must-
choices for Bank of Zhengzhou to achieve high-quality development. We unswervingly implemented regulatory
requirements, and proactively adjusted our structure for transformation. Turning our focus from the scale
and speed of development, we reduced off-site businesses and high-cost deposits, and disposed of more
non-performing assets to control risks and underpin the fundamentals. Furthermore, we actively adjusted
our development strategies to stick to the “Five & Four Strategy” and promote digital transformation and
development. In April 2022, Bank of Zhengzhou was identified by Henan Provincial Party Committee and Henan
Provincial Government as the main financial entity for policy-oriented scientific and technological innovation.
Adhering to the innovation-driven strategy and giving top priority to the policy-oriented scientific and innovative
financial strategy, we strove to achieve commercialized and policy-oriented development in a coordinated
manner, and established and improved the “six-in-one” mechanism. The Bank launched more than 10 specialized
products including, among others, talent loan, R&D loan and intellectual property pledge loan. The aim was to
support businesses from “sole proprietor to enterprise, small enterprise to enterprise above designated size
(EADS), EADS to joint-stock company, joint-stock company to listing”, specialized and new enterprises, “little
giant” enterprises and other innovative entities. By doing so, the Bank endeavored to become a first-class bank
featuring policy-oriented science and innovation finance. As at the end of the Reporting Period, the Bank granted
science and innovation loans to 2,640 enterprises with a balance of RMB24.1 billion. In the process of building
Henan into a national highland of innovation, we not only set an example in financing sci-tech innovation, but also
set a record of speed in supporting innovation-driven development. The Bank ranked 184th in the “Top 1,000
Global Banks in 2022”, 44th in the “Top 100 Chinese Banks in 2022, 236th in the “Top 500 Global Banks with
Brand Values” in 2022, and 11th among China’s city commercial banks in 2022 in the GYROSCOPE evaluation
system in terms of steady development capability based on comprehensive evaluation results, indicating that our
comprehensive competitiveness has significantly improved.

The road ahead is long but we will keep moving forward. In 2023, standing at the turning point of history and
reform, we will make it the top priority to thoroughly pursue the spirit of the 20th National Congress of the
Communist Party of China, firmly implement major national, provincial and municipal decisions and arrangements,
and maintain strategic focus. With courage and determination, the Bank will embark on a new journey of high-
quality development, and endeavor to shoulder greater responsibility in the development of local economy.

ZHAO Fei
President (Acting Chairman of the Board of Directors)
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CORPORATE INFORMATION AND

MAJOR FINANCIAL INDICATORS

BASIC INFORMATION

Legal name in Chinese:
Legal name in English:

Legal representative:

Authorized representatives:
Board secretary and contact details:

Joint company secretaries:
Securities affairs representative
and contact details:

Places of listing, stock short names and codes:

Unified Social Credit Code:
Financial licence number:
Registered address and office address:

Postal codes of the registered address
and office address:
Historical change of registered address:

BRI SR 7T R0 B BR A Al (Abbreviation: EFHER1T)

Bank of Zhengzhou Co., Ltd.
(Abbreviation: ZHENGZHOU BANK)

Mr. ZHAO Fei
(Acting Chairman of the Board of Directors)

Mr. XIA Hua, Dr. NGAI Wai Fung"

Mr. XIA Hua

Contact address: 22 Shangwu Waihuan Road,
Zhengdong New District, Zhengzhou, Henan
Province, China

Tel: +86-371-6700 9199

Fax: +86-371-6700 9898

E-mail: ir@zzbank.cn

Mr. XIA Hua, Dr. NGAI Wai Fung®

Mr. CHEN Guang®

Contact address: 22 Shangwu Waihuan Road,
Zhengdong New District, Zhengzhou, Henan
Province, China

Tel: +86-371-6700 9199

Fax: +86-371-6700 9898

E-mail: ir@zzbank.cn

A Shares: SZSE BANK OF ZHENGZHOU 002936

H Shares: Hong Kong Stock Exchange BANK OF
ZHENGZHOU 6196

914100001699995779

B1036H241010001

22 Shangwu Waihuan Road, Zhengdong New District,
Zhengzhou, Henan Province, China

450018

The registered address of the Bank was changed
from “55 Mianfang Road, Ergi District, Zhengzhou”
to “Hezhong Zonghe Building, 1 Yousheng North
Road, Zhengzhou” on 17 December 2000, and
from “Hezhong Zonghe Building, 1 Yousheng
North Road, Zhengzhou” to “22 Shangwu Waihuan
Road, Zhengdong New District, Zhengzhou” on 28
December 2010.
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CHAPTER |

CORPORATE INFORMATION AND

MAJOR FINANCIAL INDICATORS

Principal place of business in Hong Kong:

Contact address:

Tel:

Fax:

E-mail:

Website:

Newspapers for information disclosure:

Websites for information disclosure:

Place where the annual report can be obtained:

Domestic auditor:
Address of domestic auditor:

Undersigned accountants:
International auditor:

Address of international auditor:
Undersigned accountant:

PRC legal advisor:

Hong Kong legal advisor:

Registrar for A Shares:

Registrar for H Shares:

Notes:

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

22 Shangwu Waihuan Road, Zhengdong New District,
Zhengzhou, Henan Province, China

+86-371-6700 9199

+86-371-6700 9898

ir@zzbank.cn

www.zzbank.cn

Securities Times, China Securities Journal, Shanghai
Securities News, Securities Daily

Website for publishing the annual report of A Shares:
www.cninfo.com.cn

Website for publishing the annual report of H Shares:
www.hkexnews.hk

The General Office of the Board and principal place of
business of the Bank

Ernst & Young Hua Ming LLP

Room 01-12, 17th Floor, Ernst & Young Tower,
Oriental Plaza, No. 1 East Chang An Avenue,
Dongcheng District, Beijing, the PRC

Mr. CHEN Sheng, Ms. CHEN Lijing

Ernst & Young (Registered Public Interest Entity
Audlitor)

27th Floor, One Taikoo Place, 979 King’s Road,
Quarry Bay, Hong Kong

Mr. WU Zhigiang

King & Wood Mallesons

King & Wood Mallesons

China Securities Depository and Clearing Corporation
Limited, Shenzhen Branch

Computershare Hong Kong Investor Services Limited

1. On 21 March 2023, Mr. WANG Tianyu resigned as the executive Director and chairman of the Bank, and
ceased to be the authorized representative of the Bank under Rule 3.05 of the Stock Exchange Listing Rules.
Upon consideration and approval at the 2023 first extraordinary meeting of the seventh session of the Board,
Dr. NGAI Wai Fung was appointed as the authorized representative of the Bank.

2. On 28 February 2022, Ms. LEUNG Wing Han Sharon resigned as the joint company secretary of the Bank, and
Dr. NGAI Wai Fung was appointed as the joint company secretary of the Bank.

3. On 30 August 2022, upon consideration and approval at the sixth meeting of the seventh session of the Board
of the Bank, Mr. CHEN Guang was appointed as the securities affairs representative of the Bank, and Mr.
WANG Yongfeng ceased to be the securities affairs representative of the Bank.
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CORPORATE INFORMATION AND
MAJOR FINANCIAL INDICATORS

MAJOR ACCOUNTING DATA AND FINANCIAL INDICATORS

The financial data and indicators set forth in this Report are prepared in accordance with the International
Financial Reporting Standards. Unless otherwise specified, such information represents the data of the

Group stated in RMB.

Unit: RMB'000

Year-on-year

increase/
Major accounting data 2021  decrease (%) 2020 2019 2018
Operating results
Operating income 15,225,843 14,810,905 2.80 14,579,669 13,440,214 11,133,655
Total profit 2,807,230 3,988,138 (29.61) 4,012,467 4,006,026 3,809,906
Net profit attributable to
Shareholders of the Bank 2,422,304 3,226,192 (24.92) 3,167,567 3,285,122 3,058,831
Net cash flow used in
operating activities (31,350,017) (42,619,059) (26.44) (11,179,309)  (7,850,803) (25,819,469)
Calculated on a per Share
basis (FMB/Share)
Basic earnings per Share® 0.17 0.33 (48.48) 0.36 0.43 0.47
Diluted earnings per Share® 0.17 0.33 (48.48) 0.36 0.43 0.47
As at As at  Year-on-year As at As at As at
the end of the end of increase/ the end of the end of the end of
Scale indicators 2022 2021 Decrease (%) 2020 2019 2018
Total assets 591,513,618 574,979,662 2.88 547,813,444 500,478,127 466,142,418
Gross loans and advances to
customers (excluding accrued interest) 330,921,097 289,027,668 14.49 237,959,190 195,911,665 159,572,792
Provision for impairment losses on
loans and advances to customers® 10,311,525 8,369,541 23.20 7,931,775 7,424,847 6,097,376
Total liabilities 538,888,382 515,568,122 4,52 501,841,523 460,586,505 428,278,919
Total deposits from customers
(excluding accrued interest) 337,708,162 318,813,450 5.93 314,230,420 289,216,860 264,130,934
Share capital 8,265,538 8,265,538 7,514,125 5,921,932 5,921,932
Shareholders’ equity 52,625,236 59,411,540 (11.42) 45,971,921 39,891,622 37,863,499
Including: equity attributable to
Shareholders of the Bank 50,772,566 57,766,182 (12.11) 44,494,897 38,590,322 36,649,739
Net assets per Share attributable to
Ordinary Shareholders of the Bank® 4.93 4.83 2.07 4.88 4.72 4.87
Net capital base® 55,291,681 63,166,634 (12.47) 52,679,369 46,215,496 45,958,462
Including: net tier-one capital® 50,566,245 57,931,340 (12.71) 44,492,918 38,353,128 36,618,138
Total risk-weighted assets® 434,769,547 421,013,820 3.27 409,505,750 381,759,225 349,504,822
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CHAPTER |1 CORPORATE INFORMATION AND
MAJOR FINANCIAL INDICATORS

Year-on-year
Major financial indicators 2021 Change 2020 2019 2018

Capital adequacy ratio (%)

Core tier-one capital adequacy ratio® 9.29 9.49 (0.20) 8.92 7.98 8.22
Tier-one capital adequacy ratio® 11.63 13.76 (2.13) 10.87 10.05 10.48
Capital adequacy ratio® 12.72 15.00 (2.28) 12.86 12.11 13.15
Asset quality indicators (%)

Non-performing loan ratio® 1.88 1.85 0.03 2.08 2.37 2.47
Allowance to non-performing loans® 165.73 156.58 9.15 160.44 159.85 154.84
Allowance to total loans® 3.12 2.90 0.22 3.33 3.79 3.82

Ratio of loans with principal or interest
overdue for more than 90 days to

non-performing loans” 90.50 82.97 7.53 96.11 89.52 95.36
Profitability indicators (%)
Weighted average return on net assets? 3.53 7.17 (3.64) 8.37 9.30 10.03
Return on total assets® 0.45 0.61 (0.16) 0.63 0.70 0.69
Cost-to-income ratio® 22.98 23.06 (0.08) 22.583 26.62 27.96
Net interest spread® 2.18 2.24 (0.06) 2.46 2.29 1.77
Net interest margin('") 2.27 2.31 (0.04) 2.40 2.16 1.70
Other financial indicators (%)
Leverage ratio™ 7.69 8.72 (1.03) 6.63 6.34 6.79
Liquidity ratio™ 72.34 63.72 8.62 70.41 56.44 56.39
Liquidity coverage ratios!™ 300.13 339.61 (39.48) 353.94 300.37 304.42
Loan-to-deposit ratio!"? 97.99 90.66 7.33 82.63 72.33 66.06
Percentage of loans to the

single largest customer'™? 5.18 4.75 0.43 3.61 411 413
Percentage of loans to the

top ten single customers!'? 34.06 27.66 6.40 26.17 26.94 21.46
Percentage of credit granted to the

single largest group customer(? 5.63 4.93 0.70 6.15 7.01 6.02
Normal loan migration ratio/'? 1.33 4.58 (3.25) 4.68 3.43 8.81
Special mention loan migration ratio? 16.92 48.26 (31.34) 33.16 28.96 55.14
Substandard loan migration ratio!'? 25.19 1.35 23.84 68.76 97.76 76.71

Doubtful loan migration ratiol'? 9.33 4.27 5.06 - 0.34 0.14
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CHAPTER I CORPORATE INFORMATION AND
MAJOR FINANCIAL INDICATORS

Operating income includes net interest income, net fee and commission income, net gains arising from
investments, net trading gains, other operating income, etc.

Basic earnings per Share, diluted earnings per Share and weighted average return on net assets were
calculated according to Compilation Rules for Information Disclosures by Companies that Offer Securities to the
Public (No.9): Calculation and Disclosure of Rate of Return on Equity and Earnings per Share (2010 Revision).

The Bank distributed the dividends on the Offshore Preference Shares and redeemed preference shares in
October 2022, and paid interest on indefinite-term capital bonds in November 2022. In calculating basic
earnings per Share, diluted earnings per Share and weighted average return on net assets, the distributed
dividends of the Offshore Preference Shares and interest on indefinite-term capital bonds for the period have
been deducted from the “net profit attributable to Ordinary Shareholders of the Bank”, and the Offshore
Preference Shares and indefinite-term capital bonds have been deducted from the “weighted average net
assets”.

Including the provision for impairment losses on the loans and advances to customers measured at amortized
costs and the loans and advances to customers at fair value through other comprehensive income.

Representing the equity attributable to Ordinary Shareholders of the Bank after deducting other equity
instruments divided by the number of Ordinary Shares at the end of the period.

The capital adequacy ratio and relevant data are calculated in accordance with the Regulation Governing Capital
of Commercial Banks (Provisional) (BZR{TEAREIRIE(FHTT)) of the CBIRC and relevant requirements.
The calculations are based on statutory financial statements of the Bank prepared under China Accounting
Standards for Business Enterprises.

Non-performing loan ratio was calculated by dividing total non-performing loan principal (excluding accrued
interests) by gross loan and advance principal to customers (excluding accrued interest); the allowance to
non-performing loans was calculated by dividing allowance for impairment losses on loans and advances to
customers by the total non-performing loan principal (excluding accrued interest); and the allowance to total
loans was calculated by dividing allowance for impairment losses on loans and advances to customers by the
gross loan and advance principal to customers (excluding accrued interest).

Ratio of loans with principal or interest overdue for more than 90 days to non-performing loans is calculated
by total principal of loans with principal or interest overdue for more than 90 days (excluding accrued interest)
divided by total principal of non-performing loans (excluding accrued interest).

Representing the percentage of net profit for the Reporting Period to the average balance of total assets at the
beginning and the end of the period.

Calculated by dividing total operating expenses (excluding tax and surcharges) by operating income.
Calculated as the difference between the average yield on total interest-earning assets and the average cost
of total interest-bearing liabilities based on daily average of the interest-earning assets and the interest-bearing

liabilities.

Calculated by dividing net interest income by the daily average interest-earning assets based on daily average
interest earning assets.
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CHAPTER |1 CORPORATE INFORMATION AND
MAJOR FINANCIAL INDICATORS

12. Percentage of loans to the single largest customer and percentage of loans to the top ten single customers
were recalculated in accordance with regulatory criteria based on audited data. Loan-to-deposit ratio was
recalculated as per audited total loan principal divided by total deposit principal. Other indicators represented
data reported to regulatory authorities. Loan migration ratio was based on the criteria of the parent of the Bank.

3 DIFFERENCES IN ACCOUNTING DATA UNDER DOMESTIC AND
INTERNATIONAL ACCOUNTING STANDARDS

The Bank’s net assets as at the end of the Reporting Period and the net profit during the Reporting
Period as calculated in accordance with the Accounting Standards for Business Enterprises of the PRC is
the same as that calculated in accordance with International Financial Reporting Standards.

4 MAJOR FINANCIAL INDICATORS BY QUARTER

Unit: RMB’000

Fourth Third Second First

quarter of quarter of quarter of quarter of

Item 2022 2022 2022 2022

Operating income 3,402,986 4,258,469 4,144,492 3,419,896
Net profit attributable to Shareholders of

the Bank (981,141) 872,379 1,364,640 1,166,426

Net cash flow used in operating activities (8,606,263) (4,614,560) 1,331,341 (19,460,535)

Note: There is no substantial difference between the aforesaid financial indicators or their sum and those disclosed in
the quarterly reports and interim report of the Bank.
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CHAPTER I MANAGEMENT DISCUSSION
AND ANALYSIS

REVIEW OF THE ECONOMIC ENVIRONMENT AND INDUSTRY

In 2022, faced with a complex and harsh development environment both domestically and internationally,
China’s economy withstood the pressure and continued to grow, achieving greater results in high-
quality development. Firstly, the economy in general maintained a recovery trend. In 2022, China’s
gross domestic product (GDP) reached RMB121,020.7 billion, representing an increase of 3.0% over
the previous year at constant prices. Specifically, the primary, secondary and tertiary sectors recorded a
year-on-year growth of 4.1%, 3.8% and 2.3%, respectively. Secondly, industrial production was generally
stable, and new drivers continued to grow. In 2022, the production of China’s industrial enterprises
above designated size recovered steadily, with the added value increasing by 3.6% year-on-year. The
high-tech and equipment manufacturing sectors outperformed with a growth of 7.4% and 5.6% in added
value, 3.8 and 2.0 percentage points higher than that of industrial enterprises above designated size,
respectively. New energy and new emerging products grew rapidly. The output of new energy vehicles,
mobile communication base station equipment, and industrial control computers and systems increased
by 97.5%, 16.3% and 15.0%, respectively. Thirdly, the service sector recovered steadily, with the
modern service sector growing well. In 2022, the added value of the service sector was RMB63,869.8
billion, representing an increase of 2.3% over the previous year. The added value of the service sector
accounted for 52.8% of GDP and contributed 41.8% of the economic growth and 1.3 percentage points
of GDP growth. The added value of information transmission, software and information technology
services and financial services increased by 9.1% and 5.6% from the previous year respectively, which
together boosted the added value of the service sector by 1.5 percentage points as a strong support
for the recovery of the service sector. Fourth, the fixed-asset investment (FAI) expanded steadily with
investment in high-tech industries growing well. In 2022, China’s FAI (excluding rural households) reached
RMB57,213.8 billion, representing an increase of 5.1% over the previous year. Investment in high-tech
industries increased by 18.9%, 13.8 percentage points faster than the total investment. Fifth, the imports
and exports of goods grew rapidly and the trade structure continued to improve. In 2022, the total
imports and exports of goods amounted to RMB42,067.8 billion, representing an increase of 7.7% over
the previous year. The imports and exports of general trade increased by 11.5%, accounting for 63.7%
of the total imports and exports and 2.2 percentage points higher than the previous year. The imports
and exports of private enterprises increased by 12.9%, accounting for 50.9% of the total imports and
exports and up by 2.3 percentage points from the previous year. Sixth, the recovery of the consumer
market slowed down slightly, while new forms of consumption maintained sound development. In 2022,
as the consumer market was notably disrupted by economic downturn, the total retail sales of consumer
goods decreased by 0.2% year-on-year to RMB43,973.3 billion. The online retail sales of physical goods
increased by 6.2% over the previous year, accounting for 27.2% of the total retail sales of consumer
goods and up by 2.7 percentage points from the previous year, which indicated that new consumption
patterns developed solidly. Seventh, residents’ income growth was largely in line with economic growth.
In 2022, the per capita disposable income of residents in China was RMB36,883, representing a
year-on-year growth of 5.0% in nominal terms and 2.9% in real terms after deducting price factors, which
was largely in line with the economic growth. The income gaps between urban and rural residents and
between regions continued to narrow.
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In 2022, Henan Province made efforts to seek progress while maintaining stability, and enabled the
economy to improve in quality amid stability. Firstly, the economy was recovering. In 2022, the province’s
GDP reached RMB6,134,505 million, a year-on-year increase of 3.1%, 0.1 percentage point higher than
the national average, and the main indicators such as the added value of industrial enterprises above
designated size and fixed-asset investment were higher than the national averages. Secondly, innovation
remained a robust driver. In 2022, the province’s investment in innovation increased significantly, with
new industries and new products growing well, particularly digital consumption and digital industries.
The annual expenditure on science and technology in the province’s general public budget expenditure
increased by 24.9%, 16.1 percentage points higher than that of general public budget expenditure;
enterprises in high-tech manufacturing and strategic emerging industries above designated size
registered a growth of 12.3% and 8.0% in added value, 7.2 and 2.9 percentage points higher than
that of industrial enterprises above designated size; In the whole year, the annual retail sales of goods
realized by enterprises above designated size through public networks increased year-on-year by 15.7%,
15.6 percentage points higher than that of the total retail sales of consumer goods. Thirdly, coordinated
development was gaining momentum. In 2022, the province’s industrial structure and demand
structure continued to improve. The annual added value of strategic emerging industries and high-tech
manufacturing industries in the province accounted for 25.9% and 12.9% of industrial enterprises above
designated size, up by 1.9 and 0.9 percentage points year-on-year; industrial investment accounted
for 35.8% of the province’s total investment, up by 5.3 percentage points year-on-year. Fourth, green
and low-carbon development was solidly promoted. The annual added value of energy conservation
and environmental protection enterprises above designated size in the province increased by 9.4%, and
the power outputs of wind energy, solar energy and biomass increased by 16.2%, 51.7% and 42.8%,
respectively. Fifth, opening up was continuously expanding. In 2022, the province’s trade volume of goods
increased with a more balanced structure of foreign trade, and foreign trade entities flourished. The annual
total import and export value of the province was RMB852.41 billion, representing a year-on-year increase
of 4.4% and ranking ninth in the country; the percentages of imports and exports through general trade
and bonded logistics increased by 1.8 and 0.4 percentage points, respectively; there were 10,740
foreign trade enterprises with actual imports and exports in the province, up by 6.6% year on year. Sixth,
people’s livelihood continued to improve. In 2022, the province’s consumer prices rose moderately under
a strong safety net of basic living, while investment in weak areas of people’s livelihood grew rapidly. For
the year, the province’s CPI rose by 1.5% year-on-year, 0.5 percentage points lower than the national
average; The outputs of natural gas, power generation and raw coal from industrial enterprises above
designated size increased by 30.8%, 8.8% and 4.2%, respectively; investments in water conservancy
management and health and social services increased by 34.4% and 43.5%, respectively.
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In 2022, given unexpected domestic and foreign factors, the People’s Bank of China stepped up the
implementation of a prudent monetary policy and solidly implemented a series of policies and measures
to stabilize the economy, enabling the financial system to run smoothly and providing stronger and
higher-quality support for the real economy. In 2022, total stock of social financing amounted to
RMB344.21 trillion, representing a year-on-year increase of 9.6%, while increments of social financing
amounted to RMB32.01 trillion, up by RMB668.90 billion from last year. The balance of broad money
(M2) was RMB266.43 trillion, representing a year-on-year increase of 11.8%, and the growth rate
was 0.6 percentage point lower than that as at the end of the previous month, and 2.8 percentage
points higher than the same period last year. The balance of RMB and foreign currency loans reached
RMB219.1 trillion, representing a year-on-year increase of 10.4%, of which the balance of RMB loans was
RMB213.99 trillion, increased by 11.1% year-on-year or RMB21.31 trillion, which is RMB1.36 trillion more
than the increased amount of the last year. The balance of RMB and foreign currency deposits reached
RMB264.45 trillion, representing a year-on-year increase of 10.8%, of which the balance of RMB deposits
was RMB258.5 ftrillion, increasing by 11.3% year-on-year or RMB26.26 trillion, which is RMB6.59 trillion
more than the increased amount of the last year. In the interbank RMB market, a total of RMB1,798.2
trillion was traded through interbank lending, spot trading and repo. The weighted average interest rates
of interbank lending and pledged repo were 1.26% and 1.41%, respectively, which were 0.76 and 0.68
percentage point lower than those for the same period last year.

In 2022, China’s banking institutions achieved steady growth against multiple pressures while supporting
the development of the real economy. The total assets of China’s commercial banks grew steadily,
with the local and foreign currency assets of banking institutions amounting to RMB379.4 ftrillion, up
by 10.0% year on year; The quality of assets stabilized and improved. The balance of non-performing
loans was RMBS.8 trillion, and the non-performing loan ratio was 1.71%, down by 0.09 percentage
point year-on-year. The industry maintained stable profits with recovering profitability, and recorded a
total net profit of RMB2.3 trillion, up by 5.4% year on year; the overall risk resilience was sufficient, with
a capital adequacy ratio of 15.17% and a provision coverage ratio of 205.85%; support for key areas
and weak links of the real economy continued to increase. The balance of medium and long-term loans
to the manufacturing industry, the balance of loans to small and medium-sized technology enterprises,
the balance of inclusive loans to small and micro enterprises, and the balance of loans to “specialized,
sophisticated, unique and novel” enterprises increased by 36.7%, 24.3%, 24% and 23.8% year-on-year,
25.6, 13.2, 12.9 and 12.7 percentage points higher than that of all loans. The overall financing cost of
the real economy was significantly reduced. In 2022, the weighted average interest rate of new corporate
loans was 4.17%, 34 basis points lower than the previous year. 2023 is the first year to fully implement
the spirit of the 20th CPC National Congress. Despite the domestic and international uncertainties in
development trends, the long-term positive fundamentals of China’s economy will remain unchanged.
China’s banking institutions should seize opportunities to speed up improving strengths and making up
for weaknesses, strengthen corporate governance, consolidate the foundation for development, enhance
risk prevention capabilities, step up support for key areas and weak links of the economy, and accelerate
the shift to high-quality development.
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2

BUSINESS REVIEW

2.1

Primary Business

Bank of Zhengzhou is a regional joint stock commercial bank established in November 1996.
The Bank went public on the Hong Kong Stock Exchange in December 2015 and was listed
on the SZSE in September 2018, becoming the first domestic city commercial bank listed on
both the A-share and H-share markets. In April 2022, Zhengzhou Bank was approved by the
Henan Provincial Party Committee and the Provincial Government as the principal operator of
policy-based technological innovation finance in Henan Province. With the strategic vision of
becoming a “value-leading bank with high-quality development”, Zhengzhou Bank adheres to
the path of characteristic and differentiated development, establishes the positioning with three
characteristic businesses of “commercial and logistics bank, an SME financial service expert, and
a boutique bank for residents”, actively develops “Four New Types of Finance” for retail banking
(namely technological innovation finance, small and micro enterprise finance, rural finance and
citizen finance), and coordinates the “Four New Types of Finance” for retail banking and the “Five
Clouds” commercial finance for corporate banking, concentrating the resources of the entire Bank
to implement the “Five & Four” Strategy.

The Bank is primarily engaged in corporate banking, retail banking and treasury business. The Bank
provides corporate banking customers with diversified financial products and services, including
corporate loans (including trade finance), international business and services, corporate deposits,
and products and services involving handling fees and commissions. The Bank provides retall
banking customers with a wide range of products and services, including loans, deposits, bank
cards and products and services involving handling fees and commissions. The Bank’s treasury
business seeks to maximize the return on funds for non-loan purposes while meeting its liquidity
needs. The Bank’s treasury business mainly includes money market transactions, investment in
securities and other financial assets, bond underwriting and distribution, inter-bank discounting and
rediscounting of bills, and treasury business conducted on behalf of customers.
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2.2

Operational Performance

Major business indicators remained stable. As at the end of the Reporting Period, the Bank had
total assets of RMB591,514 million, representing an increase of 2.88% from the end of the previous
year; total deposits from customers of RMB337,708 million, representing an increase of 5.93%
from the end of the previous year; and gross loans and advances to customers of RMB330,921
million, representing an increase of 14.49% from the end of the previous year. During the Reporting
Period, the Bank recorded an operating income of RMB15,226 million, representing a year-on-year
increase of 2.80%; a pre-provision operating profit of RMB11,467 million, representing a year-on-
year increase of 1.92%; a net profit of RMB2,600 million, representing a year-on-year decrease
of 23.48%; a net interest margin of 2.27% and a cost-to-income ratio of 22.98%. The Bank’s
capital adequacy ratio, NPL ratio and allowance to NPL ratio were 12.72%, 1.88% and 165.73%
respectively, major regulatory indicators meeting the regulatory requirements.

Fulfilled the responsibility to serve the real economy. The Bank implemented the policies and
follow-up measures adopted by the state and Henan Province to stabilize the economy, and
introduced 27 financial service measures in 8 areas. Specifically, the Bank carried out the special
campaign of “attracting investment into Henan” and issued 26 debt financing instruments with a
total amount of RMB15,454 million; deferred 4,500 payments of principal and interest due from
small and micro enterprises and sole proprietorships, with RMB3.2 billion of outstanding loans;
visited and surveyed more than 1,100 enterprises under the “10,000 people helping 10,000
enterprises” and “President visiting enterprises” initiatives, and saw the balance of loans to such
enterprises increase by RMB30.4 billion; supported a total of 85 “Three in One Batch” projects,
major projects and post-disaster reconstruction projects, with the balance of loans to such projects
increasing by RMB2.4 billion compared with the end of last year. In an effort to fully support the
campaign of “ensuring home delivery”, the Bank promptly set up a task force to undertake projects
in a coordinated manner, approved RMB6.4 billion in loans for projects, and signed strategic
cooperation agreements with 7 real estate companies, thereby shouldering the burden of promoting
the stable and healthy development of the real estate market.

Promoted the “Five & Four Strategy” to create new horizons. In April 2022, the Bank was
designated as the principal operator of policy-based technological innovation finance by Henan
Provincial Party Committee and Provincial Government. The Bank developed a “six-special”
mechanism, innovated service models, focused on the financing needs of innovative businesses
to launch 10 exclusive products including Talent Loan, R&D Loan and Intellectual Property Pledge
Loan, and issued technological innovation loans to 2,640 customers with the balance of such
loans reaching RMB24.1 billion, thus contributing to building China as an innovative power. In
terms of small and micro enterprise finance, the Bank promoted the “Partnership Project” Plan
and reached all 272 key small and micro enterprise parks in the province, with the balance of
loans to enterprises in such parks increasing by RMB8.8 billion. In terms of rural finance, the
Bank facilitated the construction of beautiful countryside by serving over 100,000 rural residents
and sole proprietorships, with the balance of agriculture-related loans amounting to RMB80,871
million. In terms of citizen finance, the Bank, with a focus on people’s livelihood, issued 270,000
third-generation social security cards, launched “12 measures” for financial services for new
citizens, and delivered “last mile” services to citizens. In terms of “Five Clouds”, the Bank upgraded
related financial services and helped ensure smooth logistics flows by resolving temporary financial
distress for 82 logistics companies and more than 2,000 freight drivers.
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2.3

Analysis of Core Competitiveness

Clear strategic objectives and distinctive business characteristics. With the strategic vision of
building a “value-leading bank with high-quality development”, the Bank adheres to the path of
characteristic and differentiated development and the unique positioning as “a commerce and
logistics bank, an SME financial service expert, and a boutique bank for residents”. The Bank
closely follows the major decisions and arrangements of the government, actively develops “Four
New Types of Finance”, and has combined “Four New Types of Finance” and “Five Clouds” to
form the “Five & Four Strategy”, with a view to providing new drivers for the Bank’s high-quality
development. In addition, the Bank firmly embraces the digital economy, grasps opportunities from
the “Digital China” strategy, and makes full use of financial technology to comprehensively promote
digital transformation and provide better, more convenient and efficient financial services for the
real economy.

Leveraging regional advantages to build a “commerce and logistics bank”. Against the backdrop
of promoting domestic and international dual circulation, the Bank leverages Zhengzhou’s
geographical advantages as an important national transportation hub, a national central city, a core
city in the Central Plains Economic Zone and an important node city in the Belt and Road Initiative
to build a financial, transactional and service-oriented commerce and logistics banking platform
under the guideline of building a commerce and logistics bank. Based on its transaction banking
business, the Bank integrates the commerce flow, information flow, cash flow and logistics, strives
to optimize the “Five Clouds” online service platforms and integrate system functions, and promotes
the integration of “supply chain finance + logistics finance + commercial finance”, ushering in a
new stage of commercial and logistics finance development and creating a platform-based financial
eco-system.

Practicing social responsibility and becoming an “SME financial service expert”. The Bank
unswervingly follows the “digital, online and intelligent” development path, and fulfils the vision of
becoming a comprehensive financial service expert for small and medium-sized enterprises with
“high quality + refinement”. By enhancing the small and micro finance model, the Bank reverts to
the nature of small and micro credit business. With building popular products as the core purpose,
the Bank accelerates innovation of small and micro products; establishes a cultural system for small
and micro credit risks and builds an intelligent risk control system backed by big data platforms
to manage and control risks throughout the entire process; prudently implements credit-loan
joint operations and proactively establishes sound strategic cooperation mechanism with Internet
technology giants to maximize synergies and jointly build a new inclusive finance ecosystem;
enhances the integrated financial services that combine “financing + financial intelligence” and fully
supports the construction of Zhongyuan Science and Technology City; and joins hands with small
and micro enterprise parks and the enterprises therein to implement the “Partnership Project Plan”
and provide them with a full range of integrated financial service solution.



Annual Report 2022 | Bank of Zhengzhou Co., Ltd. 20

CHAPTER I  MANAGEMENT DISCUSSION AND ANALYSIS

Developing inclusive finance to build a “boutique bank for residents”. As a local financial institution,
the Bank adheres to the customer-centred principle and constantly diversifies and upgrades
comprehensive financial services catering to citizens’ basic necessities, so as to meet the financial
needs of customers in all aspects. To implement the national requirements for strengthening
financial services for new citizens, the Bank, leveraging its advantages in citizen finance, has
set up a leading group and formulated “12 Measures” for financial services for new citizens to
provide differentiated financial services for new citizens and continuously improve service efficiency
and customer experience, in a drive to build a “boutique bank for residents” well trusted by the
public with the mission of “providing heart-warming financial services for better life”. The Bank
extends modern financial services to rural areas by setting up “rural service sites+”, building
a comprehensive management platform for rural business and developing a rural revitalization
version of mobile banking app to serve rural residents online and offline, in an effort to broaden
and deepen the financial services for rural revitalization and solve the “last mile” problem of rural
financial services.

Focusing on the strategy of policy-based technological innovation finance and creating a role model
of “finance supporting technology”. The Bank gets deeply involved in the technological innovation
efforts in Henan, develops policy-based technological innovation finance as its primary strategy,
and fully plays the role as a provider of policy-based financial services for technological innovation
through a special leading group, a dedicated department, a professional team, exclusive products,
special policies and special collaboration. In an effort to become a first-class bank specialized in
policy-based technological innovation finance, the Bank strives to explore an effective model for the
coordinated development of commercial finance and policy-based finance, focuses on supporting
enterprises meeting “sole proprietor to enterprise, small enterprise to enterprise above designated
size (EADS), EADS to joint-stock company, joint-stock company to listing” conditions, “specialized,
sophisticated, unique and novel” enterprises, “little giants” and other innovative businesses, and
provides “heart-warming financial services” to promote technological innovation finance as a strong
driver and empower technology innovation enterprises in the province to grow larger and stronger.

Managing compliance risks carefully to ensure sound operations. The Bank has set the base line of
“compliance-based development”, created a good atmosphere for “compliance-based operations
and sound development”, and continuously improved compliance management and internal control.
In particular, the Bank regularly reviews relevant measures and compliance issues, and inspects
all aspects of operational and managerial activities from the beginning to end, thus consolidating
the foundation for compliance and internal control; promotes swindle prevention and control and
employee behaviour management, and implements swindle prevention responsibilities at all levels
to develop an inclination for proactive compliance; strengthens employees’ compliance awareness
and compliance skills education to build the cornerstone of compliance-based development
and promote the healthy development of various business lines; continuously strengthens the
construction of the three lines of defense, increases accountability for violations, and eliminates
hidden risks in a timely manner.
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Developing innovative thinking to accelerate innovation output. The Bank values financial innovation
and actively creates an institutional atmosphere suitable for innovation. To this end, the Bank
has the chief information officer serving as the director of innovative business, optimizes the
innovation system by overhauling the overall innovation process, and establishes an efficient and
clear innovation management mechanism and an innovation assessment and reward mechanism
with equal rights and responsibilities to stimulate the innovation passion of all departments
and employees and promote the implementation of high-quality innovation ideas and projects.
Moreover, the Bank strengthens the integration of technology and business to accelerate
innovation output, and builds a two-wheeled innovation model driven by “agile innovation & steady
innovation”; intensifies external cooperation, and leverages fintech including big data and artificial
intelligence to improve its capabilities in risk control and comprehensive financial services, with
a view to integrating innovations into all aspects of the Bank’s development strategies, business
processes, products and services.

Establishing an awareness of talent nurturing and emphasizing personnel training. The Bank was
active in recruiting and attracting high-calibre talent from the fields of investment banking, risk
management, credit review and human resources. The Bank carries out the management trainee
plan to recruit graduates from key universities. The Bank also builds a “talent database” to improve
the personnel structure, formulates comprehensive training programs and improves the training
system, upgrades online learning platforms and carries out capability enhancement training for
employees of all levels to improve the capacity building of talent echelons, so as to lay a solid
human resource foundation for future high-quality development.

Creating a corporate culture and adhering to the corporate vision. With “Zhengzhou Bank Cares”,
the Bank revamps and upgrades its corporate culture from “Ding Culture” to “Care Culture”, which
represents the common ideal and pursuit, and serves as the spiritual and action guidance, of
everyone at Zhengzhou Bank. The Bank upholds the core values of “fearfulness, professionalism,
inquisitiveness, altruism and responsibility”, the principle of “providing people-oriented,
customer-centred and heart-warming financial services”, and the mission of “providing
heart-warming financial services for better life”. These values are deeply embedded in the daily
behaviour of employees and throughout the entire process of creating value for customers. With
caring services, the Bank keeps improving customer experience and motivating its employees
and strives to be a bank that cares about its customers. The “Care Culture” will guide the Bank to
focus on the strategic vision of becoming a “value-leading bank with high-quality development”,
serve to enhance people’s livelihood with characteristic products, help improve the local economic
development with concrete actions, and contribute to the high-quality development of Henan
Province.
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2.4 Major Awards

In January 2022, the Bank was awarded the title of “Excellent Underwriter of Financial Bonds in
Interbank Market” by China Development Bank;

In January 2022, the Bank was awarded the title of “Excellent Financial Bond Issuer” by China
Central Depository & Clearing Co., Ltd.;

In February 2022, the Bank was granted the title of “Chinese Banking Institution with High-quality
Development” by China Finance Net;

In March 2022, the Bank was granted the “Best Potential Award for Outstanding Underwriter &
Market Maker of Financial Bonds” by Agricultural Development Bank of China;

In June 2022, the Bank was awarded the title of “2021 Outstanding Enterprise for Transformation
and Innovation in Zhengzhou” by Zhengzhou Enterprise Confederation;

In June 2022, the Bank was granted the “Promising Wealth Management Bank of the Year” award
by Pystandard;

In July 2022, the Bank received the “Henan Socially Responsible Enterprise of the Year” award
jointly issued by Henan Daily, State-owned Assets Supervision and Administration Commission of
Henan Provincial People’s Government, Henan Provincial Financial Supervision and Administration,
and Henan Provincial Department of Industry and Information Technology;

In July 2022, the Bank ranked 184th on the list of “Top 1,000 Global Banks in 2022” published by
The Banker, a British magazine;

In August 2022, the Bank was awarded the title of “Excellent Organization for Data Quality of Credit
Information System in 2021” by the Credit Reference Centre of the People’s Bank of China;

In November 2022, the Bank was awarded the title of “Top 100 Enterprises in Henan Province in
2022” by Henan Enterprise Confederation and Henan Entrepreneur Association;

In December 2022, the Bank received the “2022 Pioneer Award for Serving Regional Economy”
from Zhengzhou Daily.
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3 FINANCIAL STATEMENTS ANALYSIS

3.1

Income Statement Analysis

During the Reporting Period, facing the downturn in the regional macroeconomic situation and the
real estate industry, the Bank continuously strengthened forward-looking management and control
of risks, accelerated the disposal of non-performing assets, formulated plans for risk resolution and
disposal, and increased the provision for non-performing assets, which resulted in a decrease in
net profit compared to the same period last year. During the Reporting Period, the Bank recorded
operating income of RMB15,226 million, representing a year-on-year increase of 2.80%; net profit
of RMB2,600 million, representing a year-on-year decrease of 23.48%; and net profit attributable to
Shareholders of the Bank of RMB2,422 million, representing a year-on-year decrease of 24.92%.
Major items of and Changes in the Bank’s income statement are set out as follows:

Unit: RMB’000

For the year ended 31 December
Rate of

Item m 2021 Change  Change (%)

Net interest income 12,253,838 11,948,871 304,967 2.55
Non-interest income 2,972,005 2,862,034 109,971 3.84
Operating income 15,225,843 14,810,905 414,938 2.80
Less: Operating expenses 3,656,641 3,566,573 90,068 2.53
Less: Credit impairment losses 8,659,958 7,263,030 1,396,928 19.23
Operating profit 2,909,244 3,981,302 (1,072,058) (26.93)
Share of (losses)/profits of associates (102,014) 6,836 (108,850) (1,592.31)
Profit before taxation 2,807,230 3,988,138 (1,180,908) (29.61)
Less: Income tax expense 207,282 590,182 (382,900) (64.88)
Net profit 2,599,948 3,397,956 (798,008) (23.48)
Including: Shareholders of the Bank 2,422,304 3,226,192 (803,888) (24.92)

Non-controlling interests 177,644 171,764 5,880 3.42
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3.1.1 Net Interest Income, Net Interest Spread and Net Interest Margin

During the Reporting Period, the Bank recorded net interest income of RMB12,254 million,
representing a year-on-year increase of RMB305 million or 2.55% and accounting for
80.48% of the operating income. Specifically, business scale adjustments resulted in an
increase of RMB923 million in net interest income and changes in yield or cost rate resulted
in a decrease of RMB618 million in net interest income.

The following table sets forth the average balance of the Bank’s interest-earning assets and
interest-bearing liabilities, interest income and expenses from these assets, average yield of
these interest-earning assets and average cost rate of these interest-bearing liabilities during
the Reporting Period:

Unit: RMB’000

For the year ended 31 December

2022 2021
Interest Average Interest Average
Average income/ yield/interest Average income/  yield/interest
Item balance® expense rate (%) balance® expense rate (%)

Interest-earning assets
Loans and advances to

customers 315,310,921 16,320,802 518 265,701,378 14,521,637 5.47
Investment securities and

other financial assets'" 147,638,186 6,047,455 410 183,660,685 8,453,447 4.60
Deposits with central bank 22,865,423 311,531 1.36 24,735,330 353,887 1.43

Amounts due from
banks and other

financial institutions® 22,938,327 318,232 1.39 15,322,073 182,347 1.19
Lease receivables 30,562,711 2,059,142 6.74 27,883,484 2,053,764 7.37
Total interest-earning

assets 539,315,568 25,057,162 4,65 517,302,950 25,565,082 4.94
Interest-bearing

liabilities
Deposits from customers 325,506,578 7,718,855 2.37 311,894,897 7,754,470 2.49

Amounts due to banks
and other financial

institutions® 80,565,323 2,162,195 2.68 77,232,650 2,429,113 3.15
Debt securities issued 90,114,091 2,372,248 2.63 90,123,696 2,743,371 3.04
Due to central bank 21,255,186 550,026 2.59 25,161,516 689,257 2.74
Total interest-bearing

liabilities 517,441,178 12,803,324 2.47 504,412,759 13,616,211 2.70
Net interest income 12,253,838 11,948,871
Net interest spread 2.18 2.24

Net interest margin® 2.27 2.31
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Notes:

1. Consisting of financial investments at amortized cost and bonds at fair value through other
comprehensive income.

2. Consisting of deposits and placements with banks and other financial institutions and financial
assets held under resale agreements.

3. Consisting of deposits and placements from banks and other financial institutions and financial
assets sold under repurchase agreements.

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

assets and interest-bearing liabilities.

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

6. Calculated as the average daily balance of the Bank.
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During the Reporting Period, changes in the volume and interest rate of the Bank led to
changes in interest income and interest expense. Changes in volume are measured by
changes in the average balance of the interest-earning assets and interest-bearing liabilities
while changes in rate are measured by changes in the average rate of the interest-earning
assets and interest-bearing liabilities. Combined effects of changes in volume and rate were
included in changes in interest.

Unit: RMB’000

For the year ended 31 December

2022 vs. 2021

Increase/(decrease) due to  Net increase/

Item Volume®™ Rate® (decrease)®

Interest-earning assets

Loans and advances to customers 2,711,359 (912,194) 1,799,165
Investments securities and

other financial assets (1,658,027) (747,965) (2,405,992)
Deposits with central bank (26,753) (15,603) (42,356)
Amounts due from banks and

other financial institutions 110,288 25,597 135,885
Lease receivables 197,339 (191,961) 5,378
Changes in interest income 1,334,206 (1,842,126) (507,920)
Interest-bearing liabilities
Deposits from customers 338,419 (374,034) (35,615)
Amounts due to banks and

other financial institutions 180,131 (447,049) (266,918)
Debt securities issued (292) (370,831) (871,123)
Due to central bank (107,007) (32,224) (139,231)
Change in interest expenses 411,251 (1,224,138) (812,887)
Notes:
1. Represents the average balance for the Reporting Period minus the average balance for the

previous period, multiplied by the average yield/cost rate for the previous period.
2. Represents the average revenue/(expenses) for the Reporting Period minus the average revenue/
(expenses) for the previous period, multiplied by the average balance for the Reporting Period.

3. Represents interest income/(expenses) for the Reporting Period minus interest income/

(expenses) for the previous period.
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3.1.2

Net interest spread and net interest margin

During the Reporting Period, the Bank’'s net interest spread amounted to 2.18%,
representing a decrease of 0.06 percentage point as compared to the same period of the
previous year, while the Bank’s net interest margin amounted to 2.27%, representing a
decrease of 0.04 percentage point as compared to the same period of the previous year.
The main reason for the decrease in net interest spread and net interest margin was the
Bank proactively responded to state policies to support the real economy through multiple
measures, thus resulting in a year-on-year decrease in average yield of interest-earning
assets.

Interest Income

During the Reporting Period, the Bank achieved interest income of RMB25,057 million,
representing a year-on-year decrease of RMB508 million or 1.99%, mainly due to the
simultaneous decrease in the size of financial investments and the rate of return.

Interest income from loans

During the Reporting Period, the Bank steadily promoted credit granting. The average
balance of loans and advances to customers increased by RMB49,610 million as
compared to the same period of the previous year. Interest income from loans amounted to
RMB16,321 million, representing an increase of RMB1,799 million or 12.39% as compared
to the same period of the previous year. Set out below are the average balance, interest
income and average yield for each component of the Bank’s loans and advances to
customers for the Reporting Period:

Unit: RMB’'000

For the year ended 31 December

2022 2021
Average Interest Average Average Interest Average
Item balance income yield (%) balance income yield (%)

Corporate loans 219,417,779 12,092,944 5.51 179,615,925 10,429,441 5.81
Personal loans 81,313,572 3,878,779 477 72,416,464 3,698,192 5.11
Discounted bills 14,579,570 349,079 2.39 13,668,989 394,004 2.88

Gross loans and
advances to
customers 315,310,921 16,320,802 5.18 265,701,378 14,521,637 5.47
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3.1.3

Interest income from investment securities and other financial assets

During the Reporting Period, interest income from investment securities and other financial
assets of the Bank amounted to RMB6,047 million, representing a year-on-year decrease of
RMB2,406 million or 28.46%), which was principally attributable to the decrease in both the
size and average yield of investment securities and other financial assets.

Interest income from amounts due from banks and other financial institutions

During the Reporting Period, the Bank’s interest income from amounts due from banks
and other financial institutions amounted to RMB318 million, representing an increase of
RMB136 million or 74.52% as compared to the same period of the previous year, which was
primarily attributable to the simultaneous increase in the size of such assets and the rate of
return.

Interest income from lease receivables

During the Reporting Period, the Bank’s interest income from lease receivables increased
by RMB5 million or 0.26% to RMB2,059 million as compared to the same period of the
previous year, which was primarily attributable to the increase in the size of lease receivables
of Jiuding Financial Leasing Company, a subsidiary of the Bank.

Interest Expense
During the Reporting Period, the Bank’s interest expense decreased by RMB813 million or

5.97% to RMB12,803 million as compared to the same period of the previous year, which
was affected by comprehensive factors including the scale of liabilities and interests.
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Interest expense on deposits from customers

During the Reporting Period, the Bank’s interest expense on deposits from customers
amounted to RMB7,719 million, representing a year-on-year decrease of RMB36 million or
0.46%, and accounted for 60.29% of all interest expenses. The decrease was mainly due to
fluctuations in market interest rates and the Bank’s enhancement of its liability structure and
improvement in cost management.

Unit: RMB’000

For the year ended 31 December

2022 2021
Average Interest Average Average Interest Average
Item balance expenses cost rate (%) balance expenses  cost rate (%)

Corporate deposits

Demand 83,546,439 701,441 0.84 73,246,326 493,342 0.67
Time 76,410,703 2,450,797 3.21 97,038,226 3,331,315 3.43
Subtotal 159,957,142 3,152,238 1.97 170,284,552 3,824,657 2.25

Personal deposits

Demand 31,854,375 209,292 0.66 25,743,650 237,625 0.92
Time 97,459,533 3,767,372 3.87 83,767,501 3,199,835 3.82
Subtotal 129,313,908 3,976,664 3.08 109,511,151 3,437,460 3.14
Others 36,235,528 589,953 1.6 32,099,194 492,353 1.53

Total deposits from
customers 325,506,578 7,718,855 2.37 311,894,897 7,754,470 2.49




Annual Report 2022 | Bank of Zhengzhou Co., Ltd. 30

CHAPTER I  MANAGEMENT DISCUSSION AND ANALYSIS

3.1.4

Interest expense on amounts due to banks and other financial institutions

During the Reporting Period, the Bank’s interest expense on amounts due to banks and
other financial institutions amounted to RMB2,162 million, representing a year-on-year
decrease of RMB267 million or 10.99%, which was primarily attributable to the decrease
in the average cost rate of amounts due to banks and other financial institutions during the
Reporting Period.

Interest expense on debt securities issued

During the Reporting Period, the Bank’s interest expense on debt securities issued
amounted to RMB2,372 million, representing a decrease of RMB371 million or 13.53%,
as compared to the previous year, which was primarily attributable to the decrease in the
interest rate of interbank deposits issued during the Reporting Period.

Interest expense arising from amounts due to central bank

During the Reporting Period, interest expense arising from amounts due to central bank
amounted to RMB550 million, representing a decrease of RMB139 million or 20.20%
as compared to the previous year, which was primarily attributable to the decrease in
medium-term lending facilities and special refinancing during the Reporting Period as
compared to the same period of the previous year.

Non-interest Income

During the Reporting Period, the Bank achieved non-interest income of RMB2,972 million,
representing an increase of RMB110 million or 3.84% as compared to the same period of
the previous year and accounted for 19.52% of the operating income. Such income includes
net fee and commission income of RMB791 million, representing a decrease of RMB451
million as compared to the same period of the previous year. The Bank recorded other
non-interest income of RMB2,181 million, representing an increase of RMB561 million as
compared to the same period of the previous year.
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Net fee and commission income

Unit: RMB’000

For the year ended 31 December

Rate of
Item 2021 Change change (%)

Fee and commission income

Agency and custody services fees 507,546 894,586 (387,040) (43.26)
Underwriting and advisory fees 161,495 234,955 (73,460) (81.27)
Acceptance and guarantee

services fees 111,322 127,846 (16,524) (12.92)
Bank card services fees 115,614 115,465 149 0.18
Others 41,731 35,927 5,804 16.15
Subtotal 937,708 1,408,779 (471,071) (33.44)
Fee and commission expense (146,805) (167,195) 20,390 (12.20)
Net fee and commission income 790,903 1,241,584 (450,681) (86.30)

During the Reporting Period, the Bank made steady progress in the transformation and
upgrade of its intermediary business. The net fee and commission income amounted to
RMB791 million, representing a decrease of RMB451 million or 36.30% as compared to the
same period of the previous year, which was primarily attributable to the combined effects
of the Bank’s proactive response to the regulatory policy on fees and charges reduction as
well as a decrease in the scale of the agency and custody business during the Reporting
Period.

Other non-interest income

Unit: RMB’000

For the year ended 31 December

Rate of
Item 2021 Change change (%)

Net trading gains 1,458,524 687,874 770,650 112.03
Net gains arising from investment 575,053 870,283 (295,230) (83.92)
Other operating income 147,525 62,293 85,232 136.82
Total 2,181,102 1,620,450 560,652 34.60

During the Reporting Period, other non-interest income amounted to RMB2,181 million,
representing an increase of RMB561 million or 34.60% as compared to the same period of
the previous year, which was primarily because the fluctuated exchange rate between US
dollar and RMB resulting in a relatively large amount of gains or losses on the translation of
foreign currency assets.



Annual Report 2022 | Bank of Zhengzhou Co., Ltd. 32

CHAPTER I  MANAGEMENT DISCUSSION AND ANALYSIS

3.1.5 Operating Expenses

During the Reporting Period, the operating expenses of the Bank were RMB3,657 million,
representing an increase of RMB90 million or 2.53% as compared to the same period of the
previous year. Operating expenses for the current period were basically similar as compared
to that of the same period of last year, mainly due to the Bank’s active efforts to strengthen
financial management, reduce costs and increase efficiency, and optimize the allocation of
various resources.

Unit: RMB’000

For the year ended 31 December

Rate of
Item 2021 Change  change (%)

Staff costs 2,177,645 2,106,357 71,288 3.38
Depreciation and amortization 468,042 454,021 14,021 3.09
Rental and property

management expenses 113,367 110,183 3,184 2.89
Office expenses 61,932 62,056 (124) (0.20)
Tax and surcharges 157,846 151,258 6,588 4.36
Others 677,809 682,698 (4,889) (0.72)
Total operating expenses 3,656,641 3,566,573 90,068 2.53

The following table sets forth the major components of staff costs of the Bank during the
Reporting Period:

Unit: RMB’000

For the year ended 31 December

Rate of
Item 2021 Change  change (%)

Salaries, bonuses and

allowances 1,504,375 1,444,005 60,370 4.18
Social insurance and annuity 334,886 312,774 22,112 7.07
Supplementary retirement

benefits 14,210 31,516 (17,306) (54.91)
Staff welfare 90,821 88,489 2,332 2.64
Housing allowances 125,241 119,093 6,148 5.16
Others 108,112 110,480 (2,368) (2.14)

Total 2,177,645 2,106,357 71,288 3.38
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3.1.6 Credit Impairment Losses

During the Reporting Period, the Bank’s credit impairment losses increased by RMB1,397
million or 19.23% to RMB8,660 million as compared with the previous year. This is mainly
due to the fact that the Bank strengthened the forward-looking management and control of
risks and increased the provision for non-performing assets.

Unit: RMB’000

For the year ended 31 December

Rate of
Item 2021 Change  change (%)

Impairment losses on loans and

advances to customers 6,650,995 3,718,286 2,982,709 78.87
Impairment losses on financial

investments at amortized cost 1,153,260 3,067,114 (1,913,854) (62.40)
Impairment losses on

lease receivables 453,943 352,086 101,857 28.93

Impairment losses on

off-balance sheet credit

commitments (137,649) (2,570) (135,079) 5,255.99
Impairment losses on financial

investments at fair value

through other comprehensive

income (8,723) (94,227) 85,504 (90.74)
Othergor 548,132 222,341 325,791 146.53

Total provision for credit
impairment losses 8,659,958 7,263,030 1,396,928 19.23

Note: Others consist of impairment losses on items such as deposits with banks and other financial
institutions, financial assets held under resale agreements, placements with banks and other
financial institutions and interest receivables.
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3.1.7 Income Tax Expense

During the Reporting Period, the Bank’s income tax expense amounted to RMB207 million,
representing a decrease of RMB383 million or 64.88% as compared to the same period of
the previous year. During the Reporting Period, the Bank’s effective tax rate was 7.38%,
which is lower than the statutory tax rate of 25% and was mainly due to the fact that the
interest income from state-owned bonds and local government bonds held by the Bank was
tax-exempt income according to the relevant PRC tax law.

Unit: RMB’000

For the year ended 31 December

Rate of
Item 2021 Change  change (%)

Current tax 1,175,575 946,424 229,151 24.21
Deferred tax (968,293) (356,242) (612,051) 171.81
Total income tax expense 207,282 590,182 (382,900) (64.88)

Note: Due to adjustments to the presentation of income tax expenses for the period, figures for the
same period of the previous year have been reclassified accordingly.
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3.2 Balance Sheet Analysis

3.2.1 Assets

As at the end of the Reporting Period, the Bank’s total assets amounted to RMB591,514
million, representing an increase of RMB16,534 million or 2.88% from the end of the
previous year. The increase in total assets was mainly due to the increase in loans and
advances to customers, financial investments at fair value through profit or loss, and lease
receivables. The balances (after provision) and breakdowns of the components of the Bank’s

total assets are as follows:

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021 Change
% of % of % of
Item Amount total (%) Amount total (%) Amount Total (%)
Assets
Cash and deposits
with central bank 26,487,450 4.48 33,433,058 5.81 (6,945,608) (1.39)
Deposits with banks and
other financial institutions 1,922,266 0.32 2,919,058 0.51 (996,792) (0.19)
Placements with banks
and other financial
institutions 2,410,452 0.41 4,182,213 0.78 (1,771,761) (0.32)
Derivative financial assets - - 173,981 0.03 (173,981) (0.08)
Financial assets held under
resale agresments 12,386,501 2.09 14,228,603 247 (1,842,102) (0.38)
Loans and advances to
customers 322,207,034 54.47 282,399,091 49.11 39,807,943 5.36
Lease receivables 30,633,447 5.18 28,224,856 4,91 2,408,591 0.27
Financial investments
- Financial investments at
fair value through
profit or loss 44,441,710 1.51 41,109,728 7.15 3,331,982 0.36
- Financial investments at
fair value through other
comprehensive income 17,150,060 2.90 17,311,509 3.01 (161,449) 0.11)
- Financial investments at
amortized cost 121,679,176 20.57 139,328,387 2423 (17,649,211) (3.66)
Investments in associates 273,881 0.05 407,086 0.07 (133,205) (0.02)
Property and equipment 3,049,807 0.52 2,874,435 0.50 175,372 0.02
Deferred tax assets 4,880,568 0.83 3,900,289 0.68 980,279 0.15
Other assets 3,991,266 0.67 4,487,368 0.79 (496,102) (0.12)
Total assets 591,513,618 100.00 574,979,662 100.00 16,533,956 -
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Loans and advances to customers

As at the end of the Reporting Period, the Bank’s total loans and advances to customers
amounted to RMB330,921 million, representing an increase of RMB41,893 million or
14.49% as compared with the end of the previous year. The Bank’s loans and advances to
customers are mainly composed of corporate loans, personal loans and discounted bills.
Set out below is a breakdown of the Bank'’s loans by business line:

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021
% of % of
Item Amount total (%) Amount total (%)

Corporate loans! 232,762,479 70.34 199,784,576 69.13
Personal loans 81,316,327 24.57 76,138,099 26.34
Discounted bills 16,842,291 5.09 13,104,993 4.53

Gross loans and advances to

customers 330,921,097 100.00 289,027,668 100.00
Add: Accrued interest 1,594,573 1,439,787
Less: Provision for

impairment losses?® 10,308,636 8,068,364

Book value of loans and

advances to customers 322,207,034 282,399,091
Notes:
1. Forfeiting is included in the corporate loans.
2. Excluding provision for impairment losses on forfeiting and discounted bills, provision for

impairment losses on forfeiting and discounted bills was included in other comprehensive
income.
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MANAGEMENT DISCUSSION AND ANALYSIS

Corporate loans

Corporate loan is the largest component of the Bank’s loans and advances to
customers. As at the end of the Reporting Period, the Bank’s corporate loans
amounted to RMB232,762 million, accounted for 70.34% of the Bank’s total loans
and advances to customers and representing an increase of RMB32,978 million or
16.51% from the end of the previous year. During the Reporting Period, the Bank
closely focused on the three features of its positioning as “finance for commerce and
logistics, finance for small and micro enterprises and finance for citizens”, thereby
achieving steady growth in corporate loans.

The following table sets forth a breakdown of the Bank’s corporate loans by
collateral:

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021

% of % of
Item Amount total (%) Amount total (%)
Unsecured loans 53,689,230 23.06 41,672,338 20.86
Guaranteed loans 130,382,438 56.02 106,221,079 53.17

Loans secured by

tangible assets

other than

monetary assets 30,372,238 13.05 35,270,336 17.65
Loans secured by

intangible assets or

monetary assets 18,318,573 7.87 16,620,823 8.32

Total corporate loan
principal 232,762,479 100.00 199,784,576 100.00
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Personal loans

As at the end of the Reporting Period, the Bank’s total personal loans amounted to
RMB81,316 million, accounting for 24.57% of the Bank’s total loans and advances
to customers and representing an increase of RMB5,178 million or 6.80% from the
end of the previous year, of which, total personal business loans was RMB33,478
million, representing an increase of 19.66% from the end of the previous year; total
personal residential mortgage loans was RMB37,743 million, representing a decrease
of 7.59% from the end of the previous year, which was mainly due to the decreasing
personal residential mortgage loans affected by the overall real estate economy; and
total personal consumption loans was RMB7,038 million, representing an increase of
66.66% from the end of the previous year, which was mainly due to the surge in the
Bank’s preferential loan business. The following table sets forth a breakdown of the
Bank’s personal loans by product type:

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021
% of % of
Item Amount total (%) Amount total (%)

Personal business loans 33,478,008 4117 27,976,927 36.74
Personal residential

mortgage loans 37,743,240 46.42 40,841,865 53.64
Personal consumption

loans 7,037,730 8.65 4,222,797 5.55
Credit card loans 3,057,349 3.76 3,096,510 4.07

Total personal loan
principal 81,316,327 100.00 76,138,099 100.00

Discounted bills

As at the end of the Reporting Period, the Bank’s discounted bills amounted to
RMB16,842 million, representing an increase of RMB3,737 million or 28.52% from
the end of the previous year. During the Reporting Period, the Bank flexibly adjusted
the scale of bill financing according to the needs of business development and the
financing needs of customers.
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Investments in securities and other financial assets

MANAGEMENT DISCUSSION AND ANALYSIS

As at the end of the Reporting Period, the Bank’s total investments in securities and other
financial assets amounted to RMB185,059 million, representing a decrease of RMB15,378

million or 7.67% from the end of the previous year. Details are set out as follows:

As at 31 December 2022

Unit: RMB’000

As at 31 December 2021

% of % of

Item Amount total (%) Amount total (%)
Financial investments at

amortized cost 123,665,511 66.83 142,202,178 70.95
Financial investments at

fair value through other

comprehensive income 16,951,438 9.16 17,124,485 8.54
Financial investments at

fair value through profit or loss 44,441,710 24.01 41,109,728 20.51
Total investment securities

and other financial assets 185,058,659 100.00 200,436,391 100.00
Add: Accrued interest 2,289,324 1,869,618
Less: Provision for impairment

lossesier 4,077,037 4,556,385
Book value of investment

securities and other

financial assets 183,270,946 197,749,624

Note: Excluding provision for impairment losses on financial investments at fair value through other

comprehensive income.
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The Bank’s investments in securities are classified into debt instruments and equity
instruments. Set out below is a breakdown of the Bank’s investment in securities by

product:
Unit: RMB’000
As at 31 December 2022 As at 31 December 2021
% of % of
Item Amount total (%) Amount total (%)
Debt securities investments
Government bonds 56,960,628 30.94 48,182,773 24.11
Debt securities issued by
policy banks 34,820,599 18.92 37,847,706 18.94
Debt securities issued by banks
and other financial institutions 5,536,762 3.01 1,887,894 0.94
Debt securities issued by
corporate issuers 4,563,609 2.48 4,353,801 2.18
Subtotal 101,881,598 55.35 92,272,174 46.17
Investment products under
trust schemes 38,816,875 21.09 50,856,881 25.45
Investment products managed
by securities companies 35,163,657 19.10 40,889,534 20.46
Othergote) 8,208,466 4.46 15,850,025 7.92
Total debt instruments 184,070,596 100.00 199,868,614 100.00
Equity instruments 988,063 567,777
Total investments securities
and other financial assets 185,058,659 200,436,391

Note: Others consist of debt financing schemes.
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The following table sets forth a breakdown of the top ten financial bonds held by the Bank
in terms of the nominal value balance as at the end of the Reporting Period:

Unit: RMB’'000

Nominal Interest Maturity
No. Type of bonds value balance rate (%) date Impairment
1 2016 Financial bonds 3,250,000 3.33 2026/02/22 -
2 2016 Financial bonds 2,490,000 3.33 2026/01/06 -
3 2020 Financial bonds 2,440,000 3.09 2030/06/18 -
4 2020 Financial bonds 2,220,000 3.07 2030/03/10 -
5 2016 Financial bonds 2,200,000 3.24 2023/02/25 -
6 2016 Financial bonds 1,900,000 3.32 2023/01/06 -
7 2020 Financial bonds 1,870,000 3.79 2030/10/26 -
8 2019 Financial bonds 1,360,000 3.45 2029/09/20 -
9 2022 Financial bonds 1,350,000 2.77 2032/10/24 -
10 2019 Financial bonds 1,170,000 3.74 2029/07/12 -

Derivative financial instruments

During the Reporting Period, there were changes in the exchange rate between US dollar
and RMB, the Bank used forward foreign exchange contracts to rationally manage its foreign

exchange exposure.

As at 31 December 2022

Unit: RMB’000

As at 31 December 2021

Contractual/ Contractual/
Derivative financial notional  Fair value of  Fair value of notional Fair value of Fair value of
instruments amount assets liabilities amount assets liabilities
Non-deliverable forwards 1,392,920 - (100,456) 6,248,186 173,981 -
Total 1,392,920 - (100,456) 6,248,186 173,981 -
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As at the end of the Reporting Period, the Bank’s total liabilities amounted to RMB538,888
million, representing an increase of RMB23,320 million or 4.52% from the end of the
previous year, which was mainly due to the increase in liabilities including deposits from
customers, debt securities issued and financial assets sold under repurchase agreements.

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021 Change

Item Amount % of total (%) Amount % of total (%) Amount % of total (%)
Due to central bank 20,105,825 3.73 22,785,695 4.42 (2,679,870) (0.69)
Deposits from banks and

other financial institutions 29,541,040 5.48 37,666,420 7.31 (8,125,380) (1.89)
Placements from banks

and other financial

institutions 29,548,795 5.48 27,636,976 5.36 1,911,819 0.12
Financial assets sold under

repurchase agreements 19,098,195 3.54 12,371,414 2.40 6,726,781 114
Deposits from customers 341,797,766 63.43 321,574,215 62.37 20,223,551 1.06
Tax payable 557,405 0.10 359,712 0.07 197,693 0.03
Debt securities issued 94,992,906 17.63 90,076,717 17.47 4,916,189 0.16
Other liabilities 3,246,450 0.61 3,096,973 0.60 149,477 0.01
Total 538,888,382 100.00 515,568,122 100.00 23,320,260 -
Note: Other liabilities primarily consist of items in the process of clearance and settlement, staff costs

payable and estimated liabilities.
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Deposits from customers

As at the end of the Reporting Period, the Bank’s gross deposits from customers amounted
to RMB337,708 million, representing an increase of RMB18,895 million or 5.93% from the
end of the previous year. The steady growth in the Bank’s deposits from customers was
mainly attributable to the overall growth of the deposit business as a result of the Bank’s
vigorous efforts in building its customer base. Set out below is a breakdown of the Bank’s
deposits from customers by product type and maturity profile:

As at 31 December 2022

Unit: RMB’'000

As at 31 December 2021

% of % of
Item Amount total (%) Amount total (%)
Corporate deposits
Demand 84,238,516 24.94 88,226,614 27.67
Time 74,836,500 22.16 75,143,583 23.57
Subtotal 159,075,016 47.10 163,370,197 51.24
Personal deposits
Demand 36,396,552 10.78 36,268,084 11.38
Time 104,666,313 30.99 85,412,343 26.79
Subtotal 141,062,865 41.77 121,680,427 38.17
Other deposits 37,570,281 11.13 33,762,826 10.59
Gross deposits from customers 337,708,162 100.00 318,813,450 100.00
Add: Accrued interest 4,089,604 2,760,765
Total deposits from customers 341,797,766 321,574,215
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3.2.3 Shareholders’ Equity

As at the end of the Reporting Period, the Bank’s total Shareholders’ equity reached
RMB52,625 million, representing a decrease of RMB6,786 million or 11.42% from the end
of the previous year. The total equity attributable to Shareholders of the Bank reached
RMB50,773 million, representing a decrease of RMB6,994 million or 12.11% from the end
of the previous year. The decrease in Shareholders’ equity was mainly due to the Bank’s
distribution of dividends on Offshore Preference Shares and indefinite-term capital bonds
and redemption of preference shares during the Reporting Period. For details, please refer
to the announcements dated 31 August 2022, 15 September 2022 and 20 October 2022
published by the Bank on CNINFO and the announcements dated 31 August 2022, 15
September 2022 and 19 October 2022 published by the Bank on the website of the Hong
Kong Stock Exchange.

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021
% of % of
Item Amount total (%) Amount total (%)

Shareholders’ equity

Share capital 8,265,538 15.71 8,265,538 13.91
Capital reserve 6,811,655 12.94 7,452,490 12.54
Surplus reserve 3,505,562 6.66 3,281,678 5.52
General reserve 7,767,704 14.76 7,481,353 12.59
Fair value reserve (126,163) (0.24) (173,457) (0.29)
Remeasurement of

net defined benefit liability (68,635) (0.13) (69,255) (0.12)
Retained earnings 14,618,050 27.78 13,703,472 23.07
Other equity instruments 9,998,855 19.00 17,824,363 30.00
Total equity attributable to

Shareholders of the Bank 50,772,566 96.48 57,766,182 97.22
Non-controlling interests 1,852,670 3.52 1,645,358 2.78

Total Shareholders’ equity 52,625,236 100.00 59,411,540 100.00
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3.2.4 Off-balance Sheet Commitments

The following table sets forth a breakdown of the Bank’s off-balance sheet credit
commitments as at the end of the Reporting Period:

Unit: RMB’000

As at As at
31 December 31 December
Item 2022 2021

Credit commitments

Bank acceptances 80,492,970 79,719,509
Letters of credit 7,898,683 13,759,386
Guarantees 1,045,264 2,620,966
Unused credit card commitments 5,740,253 4,749,329
Loan commitments 696,099 2,448,363
Total 95,873,269 103,297,553

In addition, as at the end of the Reporting Period, there was no material litigation in which
the Bank or any of its subsidiaries is a defendant. As at the date of this Report, the Bank
had no significant contingent liabilities. Details of off-balance sheet commitments are
disclosed in “Credit commitments” of Commitments and contingent liabilities in Note 40
to the financial statements of the chapter headed “Independent Auditor’'s Report” of this
Report.

3.2.5 Asset Right Restriction as at the End of the Reporting Period
Details of pledged assets of the Bank are disclosed in “Pledged assets” of Commitments

and contingent liabilities in Note 40 of the chapter headed “Independent Auditor’s Report” of
this Report.



Annual Report 2022 | Bank of Zhengzhou Co., Ltd. 46

CHAPTER I  MANAGEMENT DISCUSSION AND ANALYSIS

3.3

Loan Quality Analysis

During the Reporting Period, the Bank continuously strengthened credit risk management and
accelerated the disposal of non-performing assets, keeping the overall quality of loans under
control. As at the end of the Reporting Period, the balance of NPL amounted to RMB6,221 million,
and the NPL ratio was 1.88%, up by 0.03 percentage point from the end of the previous year.

3.3.1 Distribution of Loans by Five-Category Loan Classification

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021

% of % of
Item Amount total (%) Amount total (%)
Normal 318,041,852 96.11 277,294,011 95.94
Special mention 6,657,470 2.01 6,388,575 2.21
Substandard 4,706,514 1.42 4,593,529 1.59
Doubtful 1,336,681 0.40 711,808 0.25
Loss 178,580 0.06 39,745 0.01

Total loans and advances to
customers 330,921,097 100.00 289,027,668 100.00
NPLs and NPL ratio™et/ 6,221,775 1.88 5,345,082 1.85

Note: NPL ratio is calculated by dividing total NPL principal (excluding accrued interest) by total loan
and advanced principal to customers (excluding accrued interest).

According to the five-category loan classification system, the Bank classified its NPLs into
substandard, doubtful and loss categories.
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3.3.2 Classification of Loans and Non-Performing Loans by Product Type

MANAGEMENT DISCUSSION AND ANALYSIS

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021
% of NPL NPL % of NPL NPL

Item Amount  total (%) amount ratio (%) Amount total (%) amount ratio (%)
Corporate loans
Short-term loans 62,010,088 1874 1,350,389 218 60,613,512 20.98 879,837 1.45
Medium and

long-term loans 170,752,391 51.60 2,850,516 1.67 139,171,064 4815 2,831,200 2.03
Subtotal 232,762,479 70.34 4,200,905 1.80 199,784,576 6913 3,711,037 1.86
Discounted bills 16,842,291 5.09 - - 13,104,993 453 - -
Personal loans
Personal business loans 33,478,008 1041 1,131,942 3.38 27,976,927 9.68 968,167 3.46
Personal residential

mortgage loans 31,743,240 11.41 622,760 1.65 40,841,865 1413 391,266 096
Personal consumption

loans 7,037,730 213 202,344 288 4222797 146 210,850 499
Credit card loans 3,057,349 0.92 63,824 209 8,096,510 1.07 68,762 2.06
Subtotal 81,316,327 2457 2,020,870 249 76,138,099 2634 1,634,045 2.15
Total 330,921,097 100.00 6,221,775 1.88 289,027,668 100.00 5,345,082 1.85

During the Reporting Period, the Bank adhered to main operation line of high-quality
development, intensified risk management, and strengthened the effort on the collection
and disposal of non-performing assets. As at the end of the Reporting Period, the NPL ratio
of corporate loans (excluding discounted bills) was 1.80%, down by 0.06 percentage point
from the end of the previous year; the NPL ratio of personal loans was 2.49%, up by 0.34
percentage point from the end of the previous year.
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3.3.3 Classification of Loans and Non-Performing Loans by Industry

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021
% of NPL NPL % of NPL NPL
Item Amount  total (%) amount ratio (%) Amount total (%) amount ratio (%)

Wholesale and retail 42,745,773 1292 1,074,433 251 31,741,472 1098 1,323,147 417
Manufacturing 17,083,735 5.16 720,438 422 14,765,860 5.1 527,151 3.67
Construction 19,312,773 5.84 449,170 233 20,018,268 693 172,618 0.86
Real estate 32,880,776 9.94 1,334,922 406 34,438,375 192 1193938 347
Leasing and commercial

services 50,077,579 15.13 17,218 003 33,694,931 11.64 210,026 0.62

Water, environment

and public facility

management 43,469,733 13.14 6,276 0.01 40,052,714 13.86 4,800 0.01
Agriculture, forestry,

animal hushandry

and fishery 2,794,692 0.84 205,313 735 3,253,187 118 118,565 3.64
Transportation, storage

and postal services 5,704,680 1.72 86,152 151 6,064,013 2.31 13,950 0.21
Production and supply of

electricity, heat,

gas and water 2,796,526 0.85 280 001 2048934 0 - -
Accommodation and

catering 1,341,304 0.41 149,333 1118 1,387,905 048 119,79 8.63
Mining 2,655,116 0.80 4,000 045 2,032,243 070 4,000 0.20
Culture, sports and

entertainment 1,884,035 0.57 108,014 573 1,576,940 0.56 19,650 1.2
Others 10,015,757 3.02 45,356 045 8,109,734 2.81 3,397 0.04
Total corporate loans 232,762,479 70.34 4,200,905 1.80 199,784,576 69.13 3,711,037 1.86
Total personal loans 81,316,327 2457 2,020,870 249 76,138,099 2634 1,634,045 2.15
Discounted bills 16,842,291 5.09 - - 13,104,993 453 - -
Total 330,921,097 100.00 6,221,775 1.88 289,027,668 10000 5,345,082 1.85

As at the end of the Reporting Period, the non-performing corporate loans of the Bank were
mainly concentrated in the real estate, wholesale and retail, and manufacturing industry, with
NPL ratios of 4.06%, 2.51% and 4.22%, respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

3.3.4 Classification of Loans and Non-Performing Loans by Collateral

The following table sets forth a breakdown of the Bank’s loans and NPL by collateral:

Unit: RMB’000

As at 31 December 2022 As at 31 December 2021
% of NPL NPL % of NPL NPL

ltem Amount total (%) amount ratio (%) Amount total (%) amount ratio (%)
Unsecured loans 61,617,398 18.62 380,480 062 47,398,227 16.40 273,518 0.58
Guaranteed loans 133,810,471 4043 1,756,403 1.31° 109,016,175 3172 1,869,783 1.72
Loans secured by tangible

assets other than

monetary assets 97,978,701 2961 4,057,015 414 101,006,217 3498 2,738,972 2.11
Loans secured by

intangible assets or

monetary assets 37,514,527 11.34 21,877 0.07 31,518,049 10.90 462,809 147
Total 330,921,097 100.00 6,221,775 1.88 289,027,668 10000 5,345,082 1.85
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3.3.5 Borrower Concentration

As at the end of the Reporting Period, the Bank’s loan balance to any single borrower did
not exceed 10% of the Bank’s net capital. The following table sets forth, as at the end of
the Reporting Period, the Bank’s loan balance to the ten largest single borrowers (excluding
group borrowers), all of which were classified as normal.

Unit: RMB’000

As at 31 December 2022

Principal % of total % of net
Item Industry Balance loans (%) capital (%)

Borrower A Water, environment and

public facility management 2,866,471 0.87 5.18
Borrower B Leasing and commercial

services 2,499,000 0.76 4.52
Borrower C Leasing and commercial

services 2,106,500 0.64 3.81
Borrower D Construction 2,017,154 0.61 3.65
Borrower E Real estate 1,795,000 0.54 3.25
Borrower F Water, environment and

public facility management 1,699,745 0.51 3.07
Borrower G Leasing and commercial

services 1,630,081 0.49 2.95
Borrower H Water, environment and

public facility management 1,445,100 0.44 2.61
Borrower | Real estate 1,440,500 0.44 2.61
Borrower J Real estate 1,335,230 0.40 2.41

Total 18,834,781 5.70 34.06
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3.3.6

3.3.7

Overdue Loans

As at 31 December 2022

MANAGEMENT DISCUSSION AND ANALYSIS

Unit: RMB’000

As at 31 December 2021

% of % of

Item Amount total (%) Amount total (%)

Current loans 321,081,891 97.03 280,677,370 97.11
Loans past due for™ete

3 months (inclusive) or less 4,208,634 1.27 3,915,550 1.35

3 months to 1 year (inclusive) 2,620,352 0.79 1,751,401 0.61

More than 1 year 3,010,220 0.91 2,683,347 0.93

Subtotal 9,839,206 2.97 8,350,298 2.89

Gross loans 330,921,097 100.00 289,027,668 100.00

Note: Representing the principal amount of the loans on which principal or interest is overdue.

As at the end of the Reporting Period, the Bank’s overdue loans amounted to RMB9,839
million, representing an increase of RMB1,489 million or 17.83% as compared with the end
of the previous year. Overdue loans accounted for 2.97% of the total loans, increased by
0.08 percentage point as compared with the end of the previous year.

Repossessed assets and provision for impairment

As at the end of the Reporting Period, the book value of the Bank’s repossessed assets
was RMB30 million and no impairment provision was made.
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3.3.8 Provision and Write-off of Allowance for Losses on Loans

During the Reporting Period, the Bank made a total reserve for losses on loans of RMB6,834
million, with RMB6,718 million provided for loans and advances to customers measured
at amortized cost, and RMB116 million for loans and advances to customers measured at
fair value through other comprehensive income. RMB5,108 million of non-performing loans
was written off and disposed, and RMB216 million of written-off loans was recovered. As
at the end of the Reporting Period, the balance of the Bank’s provision for losses on loans
was RMB10,312 million, of which the balance of impairment losses on loans and advances
to customers measured at amortized cost was RMB10,309 million and the balance of the
impairment losses on loans and advances to customers measured at fair value through other
comprehensive income was RMBS3.0 million. Changes in provision for impairment losses on
loans and advances to customers measured at amortized cost are set out as follows:

Unit: RMB’000

For the year ended 31 December

Opening balance 8,068,364 7,755,623
Increase in the period 6,717,971 3,593,261
Write-offs and disposals for the period (4,693,576) (3,669,923)
Recovery of written-off loans 215,877 389,403
Closing balance 10,308,636 8,068,364

Changes in provision for impairment losses on loans and advances to customers at fair
value through other comprehensive income are set out as follows:

Unit: RMB’000

For the year ended 31 December

Opening balance 301,177 176,152
Provision for the period 115,957 125,025
Write-offs and disposals for the period (414,245)

Closing balance 2,889 301,177
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3.4

MANAGEMENT DISCUSSION AND ANALYSIS

Cash Flow Statement Analysis

During the Reporting Period, the Bank’s net cash outflow from operating activities was RMB31,350
million, where the cash inflow was RMB50,463 million, representing a decrease of RMB2,073
million from the same period of the previous year, mainly due to a decrease in the net increment of
deposits from banks and other financial institutions; and the cash outflow was RMB81,813 million,
representing a decrease of RMB13,342 million from the same period of the previous year, mainly
due to a decrease in net increment of loans and advances to customers.

During the Reporting Period, the Bank’s net cash inflow from investing activities was RMB27,511
million, where the cash inflow was RMB125,352 million, representing a decrease of RMB115,012
million from the same period of the previous year, mainly due to a decrease in cash inflow
received from the recovery of investments; the cash outflow was RMB97,841 million, representing
a decrease of RMB101,568 million from the same period of the previous year, mainly due to a
decrease in cash outflow for investment payments.

During the Reporting Period, the Bank’s net cash outflow from financing activities was RMB7,071
million, where the cash inflow was RMB131,040 million, representing a decrease of RMB12,081
million from the same period of the previous year, mainly due to a decrease in cash inflows
received from the issuance of bonds; the cash outflow was RMB138,112 million, representing a
decrease of RMB1,447 million from the same period of the previous year, mainly due to a decrease
in cash outflows for the repayment of the principal of the bonds due.

Unit: RMB’000

For the year ended 31 December

Year-on-year

Item 2021 change
Subtotal of cash inflows from operating activities 50,463,041 52,536,272 (2,073,231)
Subtotal of cash outflows from operating activities (81,813,058) (95,155,331) 13,342,273
Net cash flows used in operating activities (31,350,017) (42,619,059) 11,269,042
Subtotal of cash inflows from investing activities 125,351,979 240,364,456 (115,012,477)
Subtotal of cash outflows from investing activities (97,840,901) (199,408,830) 101,567,929
Net cash flows generated from investing activities 27,511,078 40,955,626 (13,444,548)
Subtotal of cash inflows from financing activities 131,040,039 143,120,969 (12,080,930)
Subtotal of cash outflows from financing activities (138,111,669) (139,558,470) 1,446,801
Net cash flows (used in)/generated from

financing activities (7,071,630) 3,562,499 (10,634,129
Effect of exchange rate changes on cash and

cash equivalents 13,567 (86,785) 100,352
Net (decrease)/increase in cash and

cash equivalents (10,897,002) 1,812,281 (12,709,283)
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MANAGEMENT DISCUSSION AND ANALYSIS

The following table sets forth the Bank’s total operating income by business segment for the

periods indicated.

Unit: RMB’000

2022 2021

% of % of
Item Amount total (%) Amount total (%)
Corporate banking business 9,650,620 63.39 8,500,975 57.40
Retail banking business 1,600,823 10.51 1,601,002 10.81
Treasury business 3,826,875 25.13 4,646,635 31.37
Othergote) 147,525 0.97 62,293 0.42
Total operating income 15,225,843 100.00 14,810,905 100.00

Note: This segment consists primarily of equity investment and relevant income, and any other businesses
that cannot constitute a reporting segment alone.

Significant Accounting Policies, Accounting Estimates and Accounting Methods

3.6.1 Explanation of changes in accounting policies, accounting estimates and
accounting methods as compared with the financial report of the previous year

During the Reporting Period, the Bank’s significant accounting policies, accounting
estimates and accounting methods had not been changed.

3.6.2 Explanation of major accounting errors correction during the Reporting Period that
require retrospective restatement

During the Reporting Period, the Bank did not have any major accounting errors correction
that need to be retrospectively restated.

3.6.3 Explanation of changes in the scope of the consolidated statements as compared

with the financial report of the previous year

There are changes in the consolidation scope for the current period. Xinzheng Zhengyin
County Bank, a previous associate, becomes a subsidiary of the Bank and is included into

the consolidated statements.
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3.7 Assets and Liabilities at Fair Value

Unit: RMB’000

Gains and
losses from Accumulated  Impairment
Opening changes in changes in accrued Closing
balance for fair value for fair value during balance for
the Reporting the Reporting recognized in the Reporting the Reporting
ltem Period Period equity Period Period
Financial investments at fair value
through profit or loss (excluding
derivative financial assets) 41,109,728 274,153 - - 44,441,710
Derivative financial assets 173,981 (173,981) - - -
Financial investments at fair value
through other comprehensive income 17,311,509 - (216,172) 8,723 17,150,060
Subtotal of financial assets 58,595,218 100,172 (216,172) 8,723 61,591,770
Derivative financial liability - 100,456 - - 100,456

Total financial liability - 100,456 - - 100,456
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3.8 Major Statement Iltems and Financial Indicators with Changes of More Than 30%
and the Main Reasons for the Changes

Unit: RMB’000

For the year ended 31 December

Change
compared to
the same period
of the previous

Item 2021 year (%)  Main reason analysis
Net fee and commission 790,903 1,241,584 (36.30) Due to the effect of the Bank’s proactive
income response to the regulatory policy on
fees and charges reduction as well as
changes in the scale of the agency and
custody business during the Reporting
Period.

Net trading gains 1,458,524 687,874 112.03  Due to the fact that the financial assets
at fair value through profit or loss was
affected by the changes in the exchange
rate between US dollar and RMB.

Net gains arising from 575,053 870,283 (33.92) Due to the changes in the fair value of

investments financial assets at fair value through
profit or loss.

Other operating income 147,525 62,293 136.82  Due to an increase in government subsidies
received during the Reporting Period as
compared to the same period last year.

Share of profits of (102,014) 6,836 (1,692.31)  Due to a decrease in the profits of

associates associates during the Reporting Period

compared with the same period last
year.
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Unit: RMB’000

Changes
compared to
As at As at the end of
31 December 31 December the previous
Item 2022 2021 year (%)  Main reason analysis
Deposits with banks and 1,922,266 2,919,058 (34.15)  Due to the fact that the Bank
other financial institutions adjusted the structure of such
assets after comprehensive
Placements with banks and 2,410,452 4,182,213 (42.36) consideration of asset and
other financial institutions liability matching and market
liquidity situation.
Financial assets sold under 19,098,195 12,371,414 54.37
repurchase agreements
Derivative financial assets - 173,981 (100.00)  Due to the impact of changes in
the exchange rate between US
Derivative financial liabilities 100,456 - - dollar and RMB on the Bank’s
forward foreign exchange
contracts.
Investment in associates 273,881 407,086 (32.72)  Due to the fact that Xinzheng
Zhengyin County Bank, a
previous associate, became a
subsidiary of the Bank during
the Reporting Period.
Tax payable 557,405 359,712 54.96  Due to an increase in tax payable
during the Reporting Period.
Other equity instruments 9,998,855 17,824,363 (43.90)  Due to the redemption of Offshore

Preference Shares during the
Reporting Period.
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4 INVESTMENT ANALYSIS

4.1

Overview

The following table sets out details of the Bank’s equity investment as at the end of the Reporting

Period:
Unit: RMB’000
As at As at The Bank’s share
31 December 31 December  of the interest in
Item 2022 2021  the investee (%)
Jiuding Financial Leasing Company 1,020,000 1,020,000 51.00
Fugou Zhengyin County Bank 30,120 30,120 50.20
Xinmi Zhengyin County Bank 64,000 64,000 51.20
Xunxian Zhengyin County Bank 51,000 51,000 51.00
Queshan Zhengyin County Bank 25,500 25,500 51.00
Xinzheng Zhengyin County Bank®™ 53,960 17,280 51.00
Zhongmu Zhengyin County Bank® 208,000 208,000 18.53
Yanling Zhengyin County Bank 34,950 34,950 49.58
China UnionPay Co., Ltd. 8,000 8,000 0.27
Funds Clearing Centre for
City Commercial Banks 400 400 1.29
Total 1,495,930 1,459,250
Notes:

In July 2022, upon consideration and approval at the 2022 extraordinary general meeting of Xinzheng
Zhengyin County Bank and the 7th extraordinary meeting in 2022 of the seventh session of the Board
of the Bank, and upon approval by the CBIRC Henan Office, Xinzheng Zhengyin County Bank issued
36.68 million additional shares to the Bank. The number of shares held by the Bank increased from
17.28 million shares to 53.96 million shares, and the percentage of shareholding increased from 25.00%
to 51.00%.

In March 2023, upon consideration and approval at the 2021 third extraordinary general meeting of
Zhongmu Zhengyin County Bank and the 12th meeting of the sixth session of the Board of the Bank,
and upon approval by the CBIRC Henan Office and State-owned Assets Supervision and Administration
Commission of Zhengzhou Municipal People’s Government, the Bank acquired the equity from 78
shareholders of Zhongmu Zhengyin County Bank. The number of shares held by the Bank increased
from 208.00 million shares to 555.87 million shares, and the percentage of shareholding increased from
18.53% to 49.51%.

For details of the Bank’s other investments as at the end of the Reporting Period, please refer to
the paragraph headed “Balance Sheet Analysis” in the chapter headed “Management Discussion
and Analysis” of this Report.
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4.2

4.3

4.4

4.5

Significant Equity Investments Made During the Reporting Period
During the Reporting Period, the Bank did not make any significant equity investment.

Significant Non-equity Investments in Progress During the Reporting Period

During the Reporting Period, the Bank did not have any significant non-equity investment in

progress.

Use of Proceeds

During the Reporting Period, there was no use of proceeds by the Bank. The Bank did not retain

any unused proceeds from past periods for use in the Reporting Period.
Operations of Subsidiaries

4.5.1 Operations of Subsidiaries

MANAGEMENT DISCUSSION AND ANALYSIS

Jiuding Financial Leasing Company

As at the end of the Reporting Period, the Bank held 51.00% equity interest in Jiuding
Financial Leasing Company, a subsidiary of the Bank with a registered capital of RMB2
billion. Jiuding Financial Leasing Company was established in China where it carries out
its business. Its principal businesses include: (1) financial leasing business; (2) outward or
inward transfer of financial leasing assets; (3) fixed income securities investment business;
(4) acceptance of leasing deposits from lessees; (5) taking time deposits with a term of
three months or more from non-banking shareholders; (6) interbank lending; (7) borrowing
from financial institutions; (8) offshore borrowing; (9) sale and disposal of leased assets;
(10) economic consultancy; (11) other business approved by the CBIRC (business activities
subject to approval according to law may be carried out only after being approved by the
competent authorities). As at the end of the Reporting Period, Jiuding Financial Leasing
Company had total assets of RMB32,762 million, net assets of RMB3,429 million, and total
financial leasing of RMB31,288 million. During the Reporting Period, it recorded operating
income of RMB1,065 million, operating profit of RMB463 million, and net profit of RMB348
million.
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Fugou Zhengyin County Bank

As at the end of the Reporting Period, the Bank held 50.20% equity interest in Fugou
Zhengyin County Bank, a subsidiary of the Bank with a registered capital of RMB60
million. Fugou Zhengyin County Bank was established in China where it carries out its
business. Its principal businesses include: (1) taking deposits from the public; (2) issuing
short-term, medium-term and long-term loans; (3) domestic settlement; (4) bill acceptance
and discounting; (5) interbank lending; (6) debit card business; (7) acting as issuing
agent, cashing agent and underwriter of government bonds; (8) acting as collection and
payment agent; (9) other business approved by the banking regulatory authority of the PRC
(business activities requiring licensing shall be carried out with valid permits or qualification
certificates).

Xinmi Zhengyin County Bank

As at the end of the Reporting Period, the Bank held 51.20% equity interest in Xinmi
Zhengyin County Bank, a subsidiary of the Bank with a registered capital of RMB125 million.
Xinmi Zhengyin County Bank was established in China where it carries out its business.
Its principal businesses include: (1) taking deposits from the public; (2) issuing short-term,
medium-term and long-term loans; (3) domestic settlement; (4) bill acceptance and
discounting; (5) interbank lending; (6) banking card business; (7) acting as issuing agent,
cashing agent and underwriter of government bonds; (8) acting as collection and payment
agent and insurance agent; (9) other business approved by the banking regulatory authority
(business activities subject to approval according to law may be carried out only after being
approved by the competent authorities).
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Xunxian Zhengyin County Bank

As at the end of the Reporting Period, the Bank held 51.00% equity interest in Xunxian
Zhengyin County Bank, a subsidiary of the Bank with a registered capital of RMB100
million. Xunxian Zhengyin County Bank was established in China where it carries out its
business. Its principal businesses include: (1) taking deposits from the public; (2) issuing
short-term, medium-term and long-term loans; (3) domestic settlement; (4) bill acceptance
and discounting; (5) acting as issuing agent, cashing agent and underwriter of government
bonds; (6) interbank lending; (7) debit card business; (8) acting as collection and payment
agent and insurance agent; (9) other business approved by the banking regulatory authority
(business operations requiring permits shall be carried out after obtaining relevant permits
from the competent authorities) (business activities subject to approval according to law may
be carried out only after being approved by the competent authorities).

Queshan Zhengyin County Bank

As at the end of the Reporting Period, the Bank held 51.00% equity interest in Queshan
Zhengyin County Bank, a subsidiary of the Bank with a registered capital of RMB50 million.
Queshan Zhengyin County Bank was established in China where it carries out its business.
Its principal businesses include: (1) taking deposits from the public; (2) issuing short-term,
medium-term and long-term loans; (3) domestic settlement; (4) bill acceptance and
discounting; (5) interbank lending; (6) banking card business; (7) acting as issuing agent,
cashing agent and underwriter of government bonds; (8) acting as collection and payment
agent and insurance agent; (9) other business approved by the banking regulatory authority
(business activities subject to approval according to law may be carried out only after being
approved by the competent authorities).



Annual Report 2022 | Bank of Zhengzhou Co., Ltd. 62

CHAPTER I  MANAGEMENT DISCUSSION AND ANALYSIS

4.5.2

4.5.3

Xinzheng Zhengyin County Bank

As at the end of the Reporting Period, the Bank held 51.00% equity interest in Xinzheng
Zhengyin County Bank, a subsidiary of the Bank with a registered capital of RMB105.8
million. Xinzheng Zhengyin County Bank was established in China where it carries out its
business. Its principal businesses include: (1) taking deposits from the public; (2) issuing
short-term, medium-term and long-term loans; (3) domestic settlement; (4) bill acceptance
and discounting; (5) interbank lending; (6) banking card business; (7) acting as issuing agent,
cashing agent and underwriter of government bonds; (8) acting as collection and payment
agent; (9) other business approved by the banking regulatory authority (business activities
subject to approval according to law may be carried out only after being approved by the
competent authorities).

Operations of Investee Companies

As at the end of the Reporting Period, the Bank held 18.53% and 49.58% equity interest in
Zhongmu Zhengyin County Bank and Yanling Zhengyin County Bank, respectively. Zhengyin
county banks have always committed to serving “agriculture, farmers and rural areas” and
supporting rural and small enterprises. They adhere to the prudent business philosophy,
continuously enhance compliance awareness, and gradually improve the ability to prevent
risks. They return to their original functions, take root in the rural areas, and strive to
connect the “last mile” of rural financial services, contributing more from Zhengyin banks to
the comprehensive promotion of rural revitalization.

Material Acquisitions and Disposals of Subsidiaries, Associates and Joint Ventures
During the Reporting Period

During the Reporting Period, the Bank had no material acquisitions or disposals of
subsidiaries, associates and joint ventures.
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4.5.4 Management and Control of Subsidiaries During the Reporting Period

As the principal promoter, the Bank proactively performed its duties as a substantial
shareholder in accordance with regulatory requirements and participated in or attended
important meetings of subsidiaries to safeguard the interests of the Bank and Shareholders.
The Bank continuously improved its management mechanism over subsidiaries, further
identified the key points of management and control of subsidiaries, and comprehensively
strengthened the support, coordination, management and supervision of subsidiaries.
In addition, it provided subsidiaries with guidance and assistance in terms of corporate
governance, technological support, business innovation and cooperation, brand promotion,
culture construction, and talent training using its management experience and resource
advantages as the principal promoter.

During the Reporting Period, Xinzheng Zhengyin County Bank issued 36.68 million additional
shares to the Bank. The number of shares held by the Bank increased from 17.28 million
shares to 53.96 million shares, and the percentage of shareholding increased from 25.00%
to 51.00%. This event had no material impact on the operating results of the Bank.

4.6 Structured Entities Controlled by the Bank

Details of the structured entities controlled by the Bank are set out in Note 41 to the financial
statements of the chapter headed “Independent Auditor’s Report” of this Report.

CAPITAL MANAGEMENT

The Bank’s goals of capital management include: (1) satisfying regulatory requirements on an ongoing
basis, and making reasonable room for normal operations and development from a capital perspective; (2)
ensuring that the capital level is commensurate with major risk exposure and risk management capacity;
(3) ensuring that capital planning is in line with the status of operation, risk movement trends, and
long-term development strategy; (4) comprehensively using a variety of capital tools to optimize the scale
and structure of capital, continuously strengthening the endogenous capacity of capital, and controlling
the cost of capital with the support of reasonable financing strategies; (5) implementing Bank-wide
capital performance evaluation, enhancing the efficiency of capital use, and fully guaranteeing the level
of return on capital through capital allocation, risk pricing and performance evaluation; (6) appropriately
implementing counter-cyclical capital management, and mitigating the impact of cyclical fluctuations on
sustainable and stable operations through active capital management.
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The Bank continuously improves its comprehensive risk management structure and internal capital
management procedures, prudently evaluates various risks, and fully identifies, measures, monitors and
reports on major risks. In accordance with the relevant requirements of the regulatory authorities and
the needs of the Bank for future development strategies, the Bank conducts capital planning regularly to
set a capital adequacy ratio target for at least three years. The capital planning is dynamically adjusted
in a timely manner in accordance with changes in regulatory requirements, development situations, and
other circumstances. When conducting capital planning, the Bank prudently evaluates asset quality, profit
growth and capital market volatility, fully considers factors that may have a significant negative impact
on capital levels, including contingent risk exposure, severe and prolonged market recession, and other
events exceeding risk tolerance, ensure that the target capital level is commensurate with the business
development strategy, risk appetite, risk management capability, and external operating environment,
balance short-term and long-term capital needs, and consider the long-term sustainability of various
sources of capital replenishment.

Based on the requirements of external regulatory authorities and internal risk management, the Bank
conducts stress tests on capital adequacy ratio on a regular or irregular basis as an important part
of the internal capital adequacy assessment procedures to evaluate the risks exposures of the Bank
under stressful conditions, the interaction between risks, the ability of capital to absorb losses and
support business continuity, as well as the reasonableness of capital management objectives, capital
replenishment arrangements and response measures. The results of the stress test are applied in medium
and long-term capital planning. For severe stress scenarios, the Bank formulates contingency capital plans
to meet unplanned capital needs, specifying corresponding capital replenishment policies and response
measures to ensure stable operations.

Capital financing management aims to further strengthen capital capacity, improve capital structure and
enhance capital quality. The Bank focuses on the endogenous growth of capital; strives to realize the
balance and coordination between expansion, profitability and capital constraints; replenishes capital via
measures like profit growth, keeping surplus reserve and allocating sufficient provi