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|. Basis of financial statement preparation
1. Basis of preparation

The financial statements are prepared in accordance with the Accounting Standards for Business Enterprises and
guidelines, interpretations and other related provisions issued by the Ministry of Finance which are collectively referred
to as China Accounting Standards (“CAS”").

2. Going concern

The financial statements have been prepared on a going concern basis.

3. Besides of applying the CAS, the Bank also adopted the following specific accounting policies:

(1) Onlending business on loans from foreign governments, international finance corporation and foreign finance
institution

Under the current system, the Bank’s onlending projects could be classified into onlending business on loans from
international finance corporation and foreign governments, undertaking onlending business on sovereign loans from
international finance corporation and foreign governments, and independently conducting onlending business on non-
sovereign loans from international finance corporation and foreign finance institution. The original classification of
onlending projects into type one, type two and type three is no longer applicable.

The onlending business on loans from international finance corporation and foreign governments refers to the
provisions of services such as external liaison, consulting services, collection and disbursement agency, review,
debt reconciliation and statistics, foreign exchange transactions and settlement. These services are performed by the
Bank upon entrustment by the Ministry of Finance or project-related work units, based on signed loan project agency
agreements or onlending agreements. The original type one and type two onlending projects are under this category.

Undertaking onlending business on sovereign loans from international finance corporation and foreign governments
refers to loans raised by the Ministry of Finance on behalf of the State, with the approval of the State Council, which
constitute government external debt. In accordance with the relevant provisions of the loan agreements, the Bank
onlends these loans from foreign governments and international finance corporation to domestic borrowers. The
original type three onlending projects are under this category.

Independently conducting onlending business on non-sovereign loans from international finance corporation and
foreign finance institution refers to onlending arrangements designed to support domestic enterprises in accessing
preferential foreign loans, advanced management concepts, and technologies. This onlending business primarily
includes onlending where the Bank issues bonds overseas within the foreign debt quota approved by the relevant
national authorities, or raises funds by entering into loan agreements with foreign financial institutions (including
foreign-funded banks operating in China) and international financial corporations, and subsequently onlends these
funds to domestic borrowers.

To comply with Cai Zhai Zi [2000] No.71 circular issued by the Ministry of Finance, the projects of type three are
proprietary loans and accounted on the accrual basis on the financial statements, while the projects of type one and
type two are agency transactions and treated as off-balance sheet items on the cash basis. In accordance with this
provision, onlending business on loans from international finance corporation and foreign governments are accounted
as off-balance sheet items on the cash basis. Profit or loss from this category business are accrued in the Bank’s
income statement according to the corresponding account, mainly including commission income from being an agent,
interests income and expenses on onlending loans, and foreign exchange gains/losses on onlending loans. The Bank
presents the cumulative net gains or net losses as of the balance sheet date in the caption of “onlending business
current account” under other assets or “onlending business current account” under other liabilities.
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(2) General reserves

The Bank’s general reserves are used for the compensation of unidentified potential losses. Specific provision rate or
amount is according to the regulatory requirement of the supervisory authority.

[l. Statement of compliance

These financial statements have been prepared in compliance with the Accounting Standards for Business Enterprises
issued by the Ministry of Finance (“MOF”) to truly and completely reflect the consolidated and the Bank's financial
positions as of 31 December 2025, and the consolidated and the Bank’s financial performance, cash flows by the year
then end.

[I1. Significant accounting policies
1. Accounting period

The accounting period of the Bank is from 1 January to 31 December of each calendar year.

2. Functional currency

The functional currency of the Group’s domestic establishments is Renminbi (“RMB”).The overseas establishments
determine their own functional currencies which best represent the economic environment they operate in. The foreign
currency transactions are accounted by using duel accounts system.

3. Business combinations and preparation of consolidated financial statements

For business combinations involving enterprises not under common control, the consideration costs include
acquisition-date fair values of the assets transferred, liabilities incurred or assumed and the equity instruments issued
by the acquirer in exchange for control of the acquirer. At the acquisition date, the acquired assets, liabilities and
contingent liabilities of the acquiree are measured at their fair value.

Where the combination cost exceeds the acquirer’s interest in the fair value of the acquiree’s identifiable net assets,
the difference is recognized as goodwill, and subsequently measured on the basis of its costs less accumulated
impairment provisions. Where the combination cost is less than the acquirer’s interest in the fair value of the acquiree’s
identifiable net assets, the difference is credited in profit or loss for the current period after reassessment.

(1) Scope of consolidation

The scope of consolidated financial statements is determined on the basis of control. Control exists when the Bank
has power over the investee; exposure, or rights to variable returns from its involvement with the investee and has the
ability to affect its returns through its power over the investee. A subsidiary is an entity that is controlled by the Bank
(including enterprise, a portion of an investee as a deemed separate component, and structured entity controlled by
the enterprise).

In 2025, the scope of the Bank’s consolidated financial statements includes: EIBC Holdings limited, CEEF Holdings
limited, CLACF Holdings limited, Shanghai Shengying Real Estate Co., Ltd, CEXIM Infrastructure Fund Co., Ltd. CEXIM
New Policy-Based Financial Instrument Co., Ltd, CEXIM Capital Co., Ltd.
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(2) Basis of preparation of consolidated financial statements

The consolidated financial statements are prepared by the Bank based on the financial statements of the Bank and
its subsidiaries and other relevant information. In preparation for consolidated financial statements, the accounting
policies and accounting periods of the subsidiaries should be consistent with those established by the Bank, and
inter-company transactions, balances and unrealized profits are eliminated.

During the reporting period, where a subsidiary and business were acquired by a business combination under
common control, the beginning balances of the consolidated balance sheet were adjusted. The revenue, expenses,
profit and cash flow of the subsidiary and business of the current year were consolidated into the reporting period.
The subsidiary or business is deemed to be included in the consolidated financial statements from the date they are
controlled by the ultimate controlling party.

Where a subsidiary or business has been acquired during the reporting period, through a business combination not
involving enterprises under common control, no adjustment is made to the opening balances of the consolidated
balance sheet, the revenue, expenses and profit of the subsidiary or business after the acquisition date are included
in the consolidated income statement, the cash flows after the acquisition date are included in the consolidated cash
flow statement.

The portion of a subsidiary’s equity that is not attributable to the parent is treated as minority interests and presented
separately in the consolidated balance sheet within shareholders’ equity. The portion of net profit or loss of
subsidiaries for the period attributable to minority interests is presented in the consolidated income statement below
the “net profit” line item as “minority interests”. When the amount of loss for the current period attributable to minority
interests of the subsidiary exceeds the minority interests’ share of the opening equity of the subsidiary, the excess is
still allocated against the minority interests.

Where the Bank acquires a minority interest from a subsidiary’s minority shareholders or disposes of a portion of an
interest in a subsidiary without a change in control, the transaction is treated as equity transaction, and the book
value of owners’ equity attributed to the Bank and to the minority interest is adjusted to reflect the change in the
Bank’s interest in the subsidiaries. The difference between the proportion interests of the subsidiary’s net assets being
acquired or disposed and the amount of the consideration paid or received is adjusted to the capital reserves in the
consolidated balance sheet, with any excess adjusted to retained earnings.

(8) Losing control over the subsidiary

When the Bank loses control over subsidiary because of disposing part of equity investment or other reasons, the
remaining part of the equity investment is re-measured at fair value at the date when losing control over the subsidiary.
A gain or loss is recognized in profit or loss for the current period and is calculated by the aggregate of the
consideration received in disposal and the fair value of remaining part of the equity investment deducting the share of
carrying value of net assets in proportion to previous shareholding percentage in former subsidiary since acquisition
date and the goodwill.

Other comprehensive income related to the former subsidiary is transferred to profit or loss for the current period when
the control is lost, except for the comprehensive income arising from the movement of net liabilities or assets in the
former subsidiary’s re-measurement of defined benefit plan.
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4. Classification of joint venture arrangements and accounting methods for joint operations

The Group’s joint venture arrangements are categorized into joint operations and joint ventures.

A joint operation is a joint arrangement whereby the joint operators have rights to the assets, and obligations for the
liabilities, relating to the arrangement.

The Group recognizes the following items in relation to its interest in a joint operation:

Confirmation of its solely-held assets, and its share of any assets incurred jointly;

Confirmation of its solely-assumed liabilities, and its share of any liabilities incurred jointly;
Confirmation of its revenue from the sale of its share of the output arising from the joint operation;

Confirmation of its share of the revenue from the sale of the output by the joint operation; and

@ ® & © O

Confirmation of its solely-incurred expenses, and its share of any expenses incurred jointly.

The Bank adopts the equity method in accounting for joint ventures, as detailed in the accounting policies described
in Note I11.11.

5. Cash and cash equivalents

Cash and cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of change in value, which is including cash, deposits in central
bank with unrestricted nature, and due from banks and other financial institutes, inter-bank lending and financial
assets purchased under resale agreement with original maturity not more than 3 months.

6. Foreign currency transactions and translation of foreign currency financial statements
(1) Foreign currency transactions

When the Bank receives capital in foreign currencies from investors, the capital is translated to RMB at the spot
exchange rate at the date of the receipt. Other foreign currency transactions are, on initial recognition, translated to
RMB at the spot exchange rates or using a reasonably systematic method to determine the exchange rate similar to
the dates of the transactions.

Monetary items denominated in foreign currencies are translated to RMB at the spot exchange rate at the balance
sheet date. The resulting exchange differences between the spot exchange rate on the balance sheet date and the
spot exchange rate on initial recognition or on the previous balance sheet date are recognized in profit or loss. Non-
monetary items that are measured at historical cost in foreign currencies are translated to RMB using the exchange
rate at the transaction date. Non-monetary items that are measured at fair value in foreign currencies are translated
using the exchange rate at the date the fair value is determined, and the exchange differences are recognized in profit
or loss for the current period or other comprehensive income.
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(2) Translation of foreign currency financial statements

At the balance sheet date, the foreign currency financial statements are translated into RMB. The assets and liabilities
of the balance sheet are translated to RMB using the spot exchange rate at the balance sheet date. Iltems of the
owners’ equity, except for “retained earnings” and exchange difference resulted in the translation of foreign currency
financial statements that recognized in “other comprehensive income”, are translated at the spot exchange rate at
the dates on which such items arose. The revenue and expenditures in the statement of income are translated using
the spot exchange rate at the transaction date. The above exchange differences resulted in the translation of foreign
currency financial statements are recognized in “other comprehensive income” under the caption of owners’ equity.
ltems of the cash flow statement are translated using the spot exchange rate when it incurs. Effects arising from
changes of exchange rates on cash and cash equivalents are presented separately in the cash flow statement.

7. Financial instruments
(1) Recognition and derecognition of financial instruments

A financial asset or financial liability is recognized when the Group becomes a party to the contractual provisions of a
financial instrument.

Buying and selling financial assets in a conventional manner should be recognized and derecognized on the trading
day. Buying and selling financial assets in a conventional manner means collecting or delivering financial assets within
the time limit specified by regulations or convention in accordance with the terms of the contract. The trading day
means the date on which the Bank undertakes to buy or sell the financial asset.

Financial asset is derecognized when one of the following conditions is met (part of a financial asset, or part of a
group of similar financial assets), written off from its accounts and balance sheet:

(D The Group’s contractual rights to the cash flows from the financial asset expire; and

@ The rights to receive cash flows from an asset are transferred, or the obligations to pay the cash flows to a third
party in full and in a timely manner are assumed under a “pass-through agreement”; and either (a) The Bank
transfers substantially all of the risks and rewards of ownership of the financial assets, or (b) Although the Bank
neither transfers nor retains substantially all of the risks and rewards of ownership of the financial assets, it does
not retain control over the transferred asset.

(2) Classification and measurement of financial assets

The classification of financial assets is generally based on the business model in which a financial asset is managed
and its contractual cash flow characteristics. On initial recognition, a financial asset is classified as measured at
amortized cost, at fair value through other comprehensive income (“‘FVOCI”), or at fair value through profit or loss
(“FVTPL"). The subsequent measurements of financial assets depend on their classification.
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A. Financial assets measured at amortized cost

A financial asset is classified as a financial asset measured at amortized cost if it meets both of the following
conditions: it is held within a business model whose objective is to hold assets to collect contractual cash flows; and
its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding. These assets are subsequently measured at amortized cost using the effective interest
method. A gain or loss on a financial asset that is measured at amortized cost shall be recognized in profit or loss
through the amortization process or in order to recognize impairment gain or loss.

B. Debt instruments measured at FVOCI

A financial asset is classified as a financial asset measured at FVOCI if it meets both of the following conditions: it
is held within a business model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; and its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding. These assets are subsequently measured at fair value. Its
discount or premium is amortized using the effective interest method and recognized as interest income or expense.
Impairment and foreign exchange gains and losses are recognized in profit or loss. Other net gains and losses are
recognized in other comprehensive income. On derecognition, gains and losses accumulated in other comprehensive
income are reclassified to profit or loss.

C. Equity instruments measured at FVOCI

The Group irrevocably chooses to designate certain investments in non-tradable equity instruments as FVOCI. These
assets are subsequently measured at fair value. Dividends are recognized as income in profit or loss. The changes of
fair value are recognized in other comprehensive income. On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to retained earnings.

D. Financial assets measured at FVTPL

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at FVTPL.
On initial recognition, the Bank may irrevocably designate a financial asset that otherwise meets the requirements to
be measured at amortized cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise. Such financial assets that the Banks holds are subsequently measured at fair
value. A gain or loss on such financial asset is recognized in profit or loss.

Only if the Group changes its business model of managing financial assets, all affected related financial assets are
reclassified.

For financial assets measured at FVTPL, the relevant fees are directly included in the current profit or loss, and the
fees related to other types of financial assets are included in their initial recognition amount.
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(8) Recognition of financial liabilities/equity instruments and classification and measurement of financial
liabilities

The Group classifies financial liabilities into different categories at initial recognition: financial liabilities measured at
amortized cost or financial liabilities measured at FVTPL.

The Bank may, at initial recognition, designate a financial liability as measured at FVTPL: (i) it eliminates or significantly
reduces a measurement or recognition inconsistency (sometimes referred to as an accounting mismatch); (ii) a group
of financial liabilities or financial assets and financial liabilities is managed and its performance is evaluated on a fair
value basis, in accordance with a documented risk management or investment strategy, and information about the
group is provided internally on that basis to the entity’'s key management personnel; (iii) this financial liability contains
derivatives that need to be spun off separately.

The Group classifies financial liabilities into different categories at initial recognition. For financial liabilities measured
at FVTPL, the relevant fees are directly included in the current profit or loss, and the fees related to other types of
financial liabilities are included in their initial recognition amount.

Subsequent measurement of financial instruments depends on the categories:
A. Financial liabilities measured at FVTPL

Financial liability is classified as measured at FVTPL if it is classified as held-for-trading (including derivative financial
liability) or it is designated as such on initial recognition.

B. Financial liabilities measured at amortized cost
Financial liabilities measured at amortized cost using the effective interest method.

(4) Impairment of financial assets

The Group recognizes loss allowances for expected credit loss (“ECL”) on financial assets measured at amortized
cost; debt instruments measured at FVOCI; and loan commitments and financial guarantee contracts. Credit loss refers
to the difference between all contract cash flows receivable under the contract and all cash flows expected to be
received, discounted by the Bank at the original effective interest rate, that is, the present value of all cash shortfalls.

The Group considers all reasonable and substantiated information, including forward-looking information, to estimate
the expected credit loss of financial assets measured at amortized cost and financial assets measured at FVOCI (debt
instruments) individually or in combination.
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A. General model of expected credit loss

If the credit risk of the financial instrument has increased significantly since the initial recognition, the Group measures
its loss provision in an amount equivalent to the expected credit loss over the lifetime of the financial instrument;
and if the credit risk of the financial instrument has not increased significantly since the initial recognition, the Group
measures its loss provision in an amount equivalent to the expected credit loss of the financial instrument over the
next 12 months. The amount of the resulting increase or reversal of the loss provision is included in the current profit
or loss as an impairment loss or gain.

The Group considers that the credit risk of the financial instrument has increased significantly if there is a more than
30 days overdue payment, unless there is conclusive evidence that the credit risk of the financial instrument has not
increased significantly since the initial recognition.

Specifically, the Group divides the process of credit impairment of financial instruments that are not credit-impaired
at the time of purchase or origination into three stages. There are different accounting treatment methods for the
impairment of financial instruments in different stages:

Stage 1: Credit risk has not increased significantly since initial recognition

For financial instruments at this stage, the Group shall measure the loss provision based on the expected credit loss
in the next 12 months, and calculate the interest income based on its book balance (that is, before deducting the
impairment provision) and the actual interest rate (if the instrument is a financial asset, The same below).

Stage 2: Credit risk has increased significantly since initial recognition but no credit impairment has occurred

For a financial instrument at this stage, the Group shall measure the loss provision based on the expected credit
loss of the entire duration of the instrument, and calculate the interest income based on its book balance and actual
interest rate.

Stage 3: Credit impairment occurs after initial recognition

For financial instruments in this stage, the Group shall measure the loss provision according to the expected credit
loss of the entire duration of the instrument, but the calculation of interest income is different from the financial assets
in the first two stages. For credit-impaired financial assets, the Group shall calculate interest income based on its
amortized cost (book balance minus provision for impairment, i.e. book value) and actual interest rate.

For financial assets that have incurred credit impairment at the time of purchasing or origin, only the change in the
expected credit loss for the entire period after initial recognition should be recognized as a loss provision. And the
interest income shall be calculated at its amortized cost and the credit-adjusted interest rate.
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B. The Group will not compare the credit risk of a financial instrument with a lower credit risk at the balance sheet date,
and directly assumed that the credit risk of the instrument had not increased significantly since the initial recognition.

A financial instrument may be considered to have a lower credit risk if the Group determines that the risk of breaking
the contract is low, the borrower’s ability to perform its obligation in the short term is strong, and it will not necessarily
reduce the borrower’s ability to meet its obligation to pay contractual cash flows even if there are adverse changes in
the economic situation and operating environment over a longer period of time. In such a case, the financial instrument
can be regarded as having a relatively low credit risk.

C. Receivables and lease receivables

The Group adopts a simplified model of expected credit losses for receivables under CAS14-Revenue that do not
contain a material financing component (including where the financing component of a contract not exceeding one
year is not taken into account under the Standard) and always measures its loss provision against the amount of the
expected credit loss over the lifetime.

For receivables containing a significant financing component and lease receivables regulated by CAS21-Leases, the
Group has chosen to adopt a simplified model of expected credit losses, i.e. to measure loss provisions in an amount
equivalent to expected credit losses over the lifetime.

D. Description of parameters, assumptions, and estimation technique

ECL for a financial instrument is measured at an amount equal to 12-month ECL or lifetime ECL depending on whether
a significant increase in credit risk on that financial instrument has occurred since initial recognition or whether an
asset is considered to be credit-impaired. The loss allowance for loans and advances to customers, other than those
corporate loans and advance to customers which are credit-impaired, is measured using the risk parameters method.
The key parameters include Probability of Default (“PD”), Loss Given Default (“LGD”), and Exposure at Default (“EAD"),
considering the time value of money.

The Group classifies assets with similar risk characteristics according to the industry of customers, type of customers
and other attributes, and the Group assesses collectively the expected credit loss of each portfolio.

There have been no significant changes in estimation techniques or significant assumptions made during the year.

The impairment loss on credit-impaired corporate loans and advance to customers applied cash flow discount method,
if there is objective evidence that an impairment loss on a loan or advance has incurred, the amount of the loss is
measured as the difference between the asset’s gross carrying amount and the present value of estimated future cash
flows discounted at the asset’s original effective interest rate.
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E. Forward-looking information contained in ECL

Through historical data analysis, the Group identified macroeconomic indicators that affect expected credit losses,
such as gross domestic product (“GDP”), consumer price index (“CPI"), producer price index (“PPIl"), broad money
(“M2"), etc. The Group predicts these indicators every six months. When calculating the weighted average ECL,
the optimism, neutral and pessimism scenarios and its weightings determined by a combination of macro-statistical
analysis and expert judgment are taken into account by the Group. For the GDP, based on the annual GDP growth
rate forecast under the baseline scenario, the Group’s annual GDP growth rate forecasts under the optimistic and
pessimistic scenarios are respectively formed by increasing and decreasing a certain level from the baseline scenario.

(5) Transfer of financial assets

The Group derecognizes a financial asset if it transfers substantially all the risks and rewards of ownership of the
financial asset to the transferee. If substantially all the risks and rewards of ownership of the financial asset is retained,
the financial asset is not derecognized.

The Group neither transfers nor retains substantially all the risks and rewards of ownership of the financial asset, and
the accounting treatment is shown as following: if the Group has forgone control over the financial asset, the financial
assets are derecognized, and new assets and liabilities are recognized. If the Group retains control over the financial
asset, the financial asset is recognized to the extent of its continuing involvement in the transferred financial asset,
and an associated liability is recognized.

If the Group continues to be involved by providing financial guarantee for the transferred financial assets, the assets
formed by continuous involvement shall be recognized according to the lower of the book value of the financial assets
and the amount of financial guarantee. The amount of financial guarantee is the maximum amount of consideration
received that will be required to be repaid.

(6) Offset between financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally
enforceable right to offset the recognized amounts and there is an intention to settle on a net basis or realize the asset
and settle the liability simultaneously.

(7) Write off

When the Group determines that a loan has no reasonable prospect of recovery after the Group has completed all
the necessary legal or other proceedings, the loan is written off against its allowance for impairment losses according
to the regulations of the Ministry of Finance. If in a subsequent period the loan written off is recovered, the amount
recovered will be recognized in profit or loss through impairment losses.
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8. Fair value measurement

Fair value is the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

Financial instruments are measured at fair value. The fair value of the Group’s financial instruments such as bond
investments with active markets (excluding derivative financial products) generally refers directly to quotes in active
markets. Quotes in active markets refer to prices that are readily and regularly available from exchanges, brokers,
industry groups, or pricing service agencies, and that represent the actual market transaction prices occurring in
arm’s length transactions. For financial instruments such as bond investments that do not have active market quotes
and derivative financial products, their fair value is determined by valuation method. Valuation techniques used
include reference to prices used in recent market transactions by parties familiar with the situation under voluntary
transactions, current fair values of other financial instruments that are substantially identical, discounted cash flow
methods, and option pricing models. The Group selects valuation techniques that were generally accepted by market
participants and verified by previous market transaction prices as reliable. The Group regularly evaluates valuation
techniques and tests their effectiveness.

9. Transaction of purchased under resale agreements and sold under repurchase agreement

A transaction of purchased under resale agreements is the purchase of securities from a counter-party under a resale
agreement and the resale of the same securities at an agreed price on a future date. The transaction of sold under
repurchase agreement is the sale of securities to a counter-party under the repurchase agreement and the repurchase
of the same securities at an agreed price on a future date.

Amounts of purchased under resale agreements and sold under repurchase agreements are accounted for as the
amount actually paid or received at the time of the transaction and are reflected in the balance sheet. The underlying
assets of purchased under resale agreement are not recognized and are registered off-balance sheet. The underlying
assets of sold under repurchase agreement are still reflected in the balance sheet.

The interest income earned on the purchased under resale agreement and the interest expense payable on sold under
repurchase agreement are recognized as interest income and interest expense over the period of the agreement using
the effective interest method.

10. Derivative financial instruments and embedded derivative instruments

Derivative financial instruments are financial instruments whose value changes in response to changes in specific
interest rates, prices of financial instruments, commodity prices, exchange rates, price or interest rate indices, credit
ratings or credit indices, or other variables; that require no initial net investment or require a relatively small initial net
investment compared to other types of contracts that have a similar response to changes in market conditions; and
that are settled at a future date.
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The Bank’s derivative financial instruments include forward exchange contracts, currency exchange rate swap
agreements, interest rate swap agreements and foreign currency option contracts. Derivative financial instruments are
initially measured at the fair value of the date a derivative contract entered into and subsequently measured at their
fair value. Changes in the fair value of derivative financial instruments are included in gains and loss from changes
in fair value and are reflected in “derivative financial assets” and “derivative financial liabilities” in the balance sheet.
The fair value of derivative financial instruments is determined using active market quotes (including recent market
transaction prices) or using valuation methods (including discounted cash flow models and option pricing models).
Derivative financial instruments with positive fair value are recognized as assets while those with negative fair value
are recognized as liabilities. Certain transactions of derivative financial instruments, under the Bank'’s risk management
strategy, are used to provide effective economic hedging for specific interest rate and exchange rate risks. Since they
do not meet the specific rules for hedge accounting under CAS 24-Hedge Accounting, the Bank treats these derivative
financial instruments as those held for trading purposes; the gains and losses arising from foreign exchange derivative
financial instruments are included in “exchange losses/(gains)’, and the changes in fair value of other derivative
financial instruments are included in “gains/(losses) from changes in fair value”.

An embedded derivative is a component of a hybrid (combined) instrument that also includes a non-derivative host
contract with the effect that some of the cash flows of the hybrid (combined) instrument vary in a way similar to a
stand-alone derivative.

If a hybrid contract contains a host that is a financial asset, the Group applies the requirements of classification and
measurement to the entire hybrid contract. If a hybrid contract contains a host that is not a financial asset or other
items, the Group separates the embedded derivative from the host contract and accounts for it as a derivative, if, and
only if:

° the economic characteristics and risks of the embedded derivative are not closely related to those of the host
contract;

o a separate instrument with the same terms as the embedded derivative would meet the definition of a derivative;
and

e the hybrid (combined) instrument is not measured at fair value through profit or loss.

These embedded derivatives separated from the host contract are measured at fair value with changes in fair value
recognized in the income statement. If it is unable to measure the embedded derivative separately either at acquisition
or at the subsequent financial reporting date, the Group will designate the entire hybrid instrument as at fair value
through profit or loss.
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11. Long-term equity investments

Long-term equity investments include equity investments in subsidiaries, joint ventures and associates.

Investments in subsidiaries are initially recognized at the cost of investment and accounted for using the cost method
in the Bank's balance sheet. The cash dividends or profits announced for distribution by the investee shall be
recognized as current investment income.

Joint ventures are entities over which the Group engages in business activities through joint control with one or more
parties in accordance with contractual agreements.

Associates are entities over which the Group has no control or joint control but over which the Group is able to
exercise significant influence.

(1) Determination of investment cost

Long-term equity investment acquired through a business combination: For a business combination involving
enterprises under common control, the initial investment cost of a long-term equity investment is the combining party’s
share of the carrying amount of the owners’ equity of the combined party in the consolidated financial statements of
the ultimate controlling party at the date of combination. The difference between the initial investment cost and the
book value of the cash paid is adjusted to the share premium of capital reserves, with any excess adjusted to retained
earnings. For a business combination not involving enterprises under common control, the initial investment cost of a
long-term equity investment is the cost of acquisition.

Long-term equity investment acquired other than through a business combination: For a long-term equity investment
acquired by cash, the initial investment cost is the amount of cash paid. For a long-term equity investment acquired by
issuing equity securities, the initial investment cost is the fair value of the equity securities issued.

(2) Subsequent measurement and recognition of profit or loss

Long-term equity investments in subsidiaries are accounted for using the cost method, unless the investment satisfies
the conditions of held-for-sale. An investment in a joint venture or an associate is accounted for using the equity
method for subsequent measurement.

For long-term equity investment which is accounted for using the cost method, the cash dividend or profit announced
and distributed is recognized as investment income in profit or loss for the current period, except for those cash
dividend or profit which have already included in the actual payment or consideration of offer when the investment was
made.

For long-term equity investment which is accounted for using the equity method, where the initial investment cost of a
long-term equity investment exceeds the Bank’s interest in the fair values of the investee’s identifiable net assets, no
adjustment is made to the initial investment cost. Where the initial investment cost is less than the Bank’s interest in
the fair values of the investee’s identifiable net assets, the difference is charged to profit or loss for the current period,
and the carrying amount of the long-term equity investment is adjusted accordingly.
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Under the equity method, the Bank recognizes its share of the investee’s net profit or loss and other comprehensive
income as investment income or loss and other comprehensive income respectively, and adjusts the carrying
amount of the investment accordingly. The carrying amount of the investment is reduced by the portion of any profit
distributions or cash dividends declared by the investee that is attributable to the Bank. The Bank’s share of the
investee's owners’ equity changes, other than those arising from the investee’s net profit or loss, other comprehensive
income or profit distribution, is recognized in the owners’ equity, and the carrying amount of the long-term equity
investment is adjusted accordingly.

It is recognized on the basis of the fair value of the investee’s identifiable assets at the time of acquisition of the
investment, and after adjusting the net profit and other comprehensive income of the investee in accordance with the
accounting policies and accounting periods, when recognizing the share of the investee’s net profit and loss, other
comprehensive income and other changes in owners’ equity.

The unrealized profit or loss of internal transactions between the Group and an associate or joint venture shall be
offset in accordance with the proportion attributable to the Group, and the investment income shall be recognized
on this basis, except where the assets invested or sold constitute business. If the unrealized internal transaction loss
occurred with the investee is an asset impairment loss, it shall be fully recognized.

Net loss incurred by the Group on joint ventures or associates, except for the obligation to bear additional losses, is
limited to the carrying value of long-term equity investments and other long-term interests that substantially constitute
net investments in joint ventures or associates. If a joint venture or associate enterprise later realizes net profit, the
Group shall resume the recognition of the income sharing amount after the income sharing amount has made up the
unrecognized loss sharing amount.

(8) Method of impairment testing and impairment provision

For investment of subsidiaries, associates and joint ventures, refer to Note IIl. 19 for the method of asset impairment.

12. Investment properties

Investment property is recognized as real estate held to earn rentals or for capital appreciation, or both. The Group’s
investment properties include land use rights that are leased out, land use rights that are held and intended to be
transferred after appreciation, and buildings that are leased out.

Subsequent expenditures related to investment real estate are included in the cost of investment real estate when the
related economic benefits are likely to flow in and their costs can be reliably measured; Otherwise, it is measured in
profit or loss when incurred.

The Group’s investment property is initially measured at acquisition cost, and is depreciated or amortized according to
the same policy for fixed assets or intangible assets.

When an investment property is sold, transferred, retired or damaged, the amount of proceeds on disposal of the
property deducting the carrying amount and related taxes and surcharges is recognized in profit or loss for the current
period.
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13. Fixed assets
(1) Recognition of fixed assets

Fixed assets are tangible assets that are higher unit price and have useful lives more than one accounting year.

Fixed assets include buildings, equipment, motor vehicles and others. A fixed asset is initially measured at cost.
The cost of a purchased fixed asset comprises its purchase price, relevant taxes such as tariffs and any directly
attributable costs of bringing the asset to its present working condition and location for its intended use. The cost
of a proprietary constructed fixed asset comprises those expenditures necessarily incurred for bringing the asset to
working condition for its intended use. The fixed assets invested by investors are recorded at the value agreed in the
investment contract or agreement, but using fair value when the value stipulated in the contract or agreement is not
fair. The cost of fixed assets under finance lease is based on the lower of the fair value of the leased assets on the
lease start date and the present value of the minimum lease payment.

Subsequent expenditures incurred on a fixed asset, such as repairs and maintenance cost, dismantlement, removal
and restoration costs, is included in the cost of the fixed asset, only if it meets the recognition criteria of a fixed
asset. The carrying amount of the replaced part is derecognized. Other subsequent expenditures that fail to meet the
recognition criteria of a fixed asset shall be recognized in profit or loss in the period in which they are incurred.

(2) Depreciation methods for various types of fixed assets

The Group provides depreciation for all its fixed assets other than fully depreciated fixed assets that are still in
use and land that is separately valued and accounted for. Depreciation is calculated on the straight-line basis and
expense according to its use. The estimated useful lives, residual value rates and depreciation rates of the Group’s
fixed assets are as follows:

Annual
Categories Useful life (years) Residual rate depreciation rate
Buildings 30-35 3.00% 2.77%-3.23%
Equipment 3-5 3.00% 19.40%-32.33%
Motor vehicles 6 3.00% 16.17%
Other equipment 5 3.00% 19.40%

(8) Impairment testing and the impairment provision of fixed assets refer to Note IIl. 19.

(4) The Group reviews the useful life, estimated net residual value and the depreciation method of fixed assets
at the end of each financial year. Useful lives of fixed assets are adjusted if they are different with the initial
estimates.

A fixed asset is derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gains or losses arising from selling, transferring, retiring or damaging the asset, which calculated as
the difference between the net disposal proceeds and the carrying amount of the asset and related tax expenses is
recognized in the profit or loss for the current period.
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14. Construction in progress

Construction in progress is recognized based on the actual construction cost, including all expenditures incurred for
construction projects, capitalized borrowing costs for the construction in progress before it has reached the working
condition for its intended use and other related expenses during the construction period.

Construction in progress is transferred to fixed assets when it has reached the working condition for its intended use.
Provision for impairment of construction in progress refers to Note Ill. 19.

15. Intangible assets

The Group’s intangible assets include land use right and software.

Intangible asset is initially measured at cost and its useful life is determined on acquisition. An intangible asset with
a finite useful life is amortized by a method which can reflect the expected realization of economic benefits related to
the asset since the intangible asset is available for use. When the expected realization of economic benefits cannot
be reliably determined, intangible asset is amortized under straight-line method. An intangible asset with an indefinite
useful life is not amortized.

Amortization methods of intangible assets with finite useful life are shown as follows:

Categories Useful life (years) Amortization method
Land use right 37.75-40 Straight-line method
Software 3-10 Straight-line method

Impairment method of intangible assets refers to Note Ill. 19.

16. Research and development expenditures

The Group’s expenditures on an internal research and development project is classified into expenditures on the
research phase and expenditures on the development phase.

Expenditures on the research phase is recorded in profit or loss when incurred.

Expenditures on the development phase is capitalized only when the Bank can satisfy all of the following conditions:
it is technical feasible that the intangible asset can be used or sold upon completion; there is intention to complete
the intangible asset for use or sale; the intangible asset can generate economic benefits, including there is evidence
that the products produced using the intangible asset has a market or the intangible asset itself has a market; if the
intangible asset is for internal use, there is evidence that there is usage for the intangible asset; there is sufficient
support in terms of technology, financial resources and other resources in order to complete the development of
the intangible asset, and there is capability to use or sell the intangible asset; the expenses attributable to the
development stage of the intangible asset can be measured reliably. Expenditures on the development phase is
recorded in profit or loss for the current period if the above conditions are not met.
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Research and development projects of the Group will enter into the development phase when they meet the above
conditions and pass the technical feasibility and economic feasibility studies and necessary approval of the project.

Capitalized expenditures on the development phase are presented as “development costs” in the balance sheet and
is transferred to intangible assets when the project is completed to its intended use.

17. Foreclosed Assets

When recovering the impaired loans and receivables, the Bank may acquire ownership of the foreclosed assets
through legal procedures or at the borrower’s will. If the Bank intends to liquidate and exempts the borrower from
repaying loans, foreclosed assets are presented as “Foreclosed Assets”.

When the Bank compensates for losses on loans and advances and accrued interest with foreclosed assets, the
financial foreclosed assets are recorded at fair value. The relevant costs, such as taxes and fees payable in respect of
the acquisition of a foreclosed asset, the payment of litigation expenses and taxes owed in respect of the acquisition
of a foreclosed asset, according to the type of financial asset, should be recorded at the profit and loss of the current
period or the initial book value. The initial recognition of non-financial foreclosed assets should be recorded at cost in
accordance with the fair value of the abandoning of claims. The relevant costs, such as the relevant taxes, fees, the
litigation expenses and the taxes to be paid in order to obtain the foreclosed assets, shall be included in the book
value of the foreclosed assets.

When the Bank disposes of the foreclosed asset, if the disposal income is greater than the carrying value of the
foreclosed asset, the difference is recorded in non-operating income. If the disposal income is less than the carrying
value of the foreclosed asset, the difference is recorded in non-operating expenses. The fees incurred in the disposal
is deducted from the disposal income.

Impairment method of foreclosed assets refers to Note Ill. 19.

18. Long-term deferred expenses

Long-term deferred expenses are recorded at the actual cost, and amortized evenly over the expected benefit period.
For the long-term deferred expense that cannot benefit in future accounting period, their amortized value is recognized
in profit or loss for the current period.

19. Impairment of other assets

The impairment of subsidiaries, associates and joint ventures in the long-term equity investments, investment
property subsequently measured at cost model, fixed assets, construction in progress, and intangible assets, etc, are
determined as follows:

At each balance sheet date, the Group determines whether there may be indication of impairment of the assets, if
there is any, the Group will estimate the recoverable amount of the asset, and perform test for impairment.
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The recoverable amount of an asset is determined by the higher of the net amount after deducting the disposal costs
from the asset’s fair value and the present value of the asset’s estimated future cash flow. The recoverable amount of
asset is estimated on individual basis. If it is not possible to estimate the recoverable amount of the individual asset,
the Group determines the recoverable amount of the asset group to which the asset belongs. The identification of
the asset group is based on whether the cash flow generated from the asset group is independent of the major cash
inflows from other assets or asset groups.

When the asset or asset group’s recoverable amount is lower than its carrying amount, the Group reduces its carrying
amount to its recoverable amount. The reduced amount is recorded in profit or loss for the current period and the
provision for impairment of assets are recognized.

Once an impairment loss is recognized, it is not reversed in a subsequent period.

20. Provisions

A provision is recognized as a liability when an obligation related to a contingency satisfied all of the following
conditions:

(1) the obligation is a present obligation of the Group;

(2) itis probable that an outflow of economic benefits will be required to settle the obligation; and

(8) the amount of the obligation can be measured reliably.

For off-balance sheet, items including letter of credit and letter of guarantee are taking reference to financial assets on
the balance sheet use expected credit losses model to assess credit risks and recognize provisions.

Provisions are initially measured at the best estimate of the payment to settle the associated obligations by
considering the relevant risk, uncertainty and time value of money. If the impact of time value of money is significant,
the best estimate is determined as its present value of future cash outflow. The Group reviews the carrying amount of
provisions at the balance sheet date and adjusts the carrying amount to reflect the best estimate.

21. Revenue

The Group recognizes revenue when the relevant economic benefits can flow in and the amount of revenue can be
measured reliably.

(1) Interest income

Interest income is recognized according to the effective interest rate method. The effective interest rate method is a
method of calculating the amortized cost of a financial asset or financial liability and apportioning interest income or
interest expense during the relevant period. An effective interest rate is the interest rate used to discount the future
cash flows of financial assets and financial liabilities within the estimated period to the net book value of the financial
assets or financial liabilities. The Group considers all contractual terms of financial instruments when estimating future
cash flows, but does not consider future credit losses. The calculation includes all transaction fees and premium or
discounts attributable to the component under effective interest rate method.
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Where a financial asset is impaired, the interest income is recognized based on the interest rate which is the discount
rate used in the assessment of impairment loss.

(2) Fee and commission income

Fee and commission income is generally recognized on an accrual basis when relevant services are provided.

The loan commitment fee (and its associated direct costs) associated with the loan that may be granted is deferred
and used as an adjustment to the effective interest rate of the loan. When the syndicated loan arrangement has been
completed and the Bank does not retain any loans, or only retains part of the loan at the same effective interest rate as
other syndicated members, the syndicated loan handling fee is recognized as income.

The Group’s fee income generated from the Group’s solely or participating in providing mergers and acquisitions
and securities issuance services to third parties is recognized based on the service contact when the transaction
is completed. Asset management and other management consulting, service fees and financial guarantee fees are
based on service contract agreements and are usually recognized on a pro-rata basis by installments.

22. Foreign exchange gains or losses

Foreign exchange gains or losses mainly consist of profits and losses resulting from the translation of foreign currency
monetary assets and liabilities, as well as those arising from foreign exchange derivative financial instruments.

23. Basis in recognition of expenditures

Interest expense is recognized in the income statement using the effective interest method.
Other expenses are recognized on the accrual basis.

24. Income tax

Income tax comprises of current tax and deferred tax. Current tax and deferred tax are recognized in profit or loss
except to the extent that they relate to transactions or items recognized directly in equity and goodwill arising from a
business combination.

Temporary differences arising from the difference between the carrying amount of an asset or liability and its tax base,
and item not recognized as asset and liability but the temporary difference between the book value and the tax base
of that item whose tax base is determined according to the tax law, are recognized as deferred tax using the balance
sheet liability method.
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All the taxable temporary differences are recognized as deferred tax liabilities except for those incurred in the
following transactions:

(1) Initial recognition of goodwill or initial recognition of an asset or liability in a transaction which is neither a
business combination nor affects accounting profit or taxable profit when the transaction occurs; and

(2) The taxable temporary differences associated with investments in subsidiaries, associates and joint ventures,
and the Bank is able to control the timing of the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.

The Group recognizes a deferred tax asset for the carry forward of deductible temporary differences, deductible
losses and tax credits to subsequent periods, to the extent that it is probable that future taxable profits will be
available against which the deductible temporary differences, deductible losses and tax credits can be utilized, except
for those incurred in the following transactions:

(1) The transaction is neither a business combination nor affects accounting profit or taxable profit when the
transaction occurs; and

(2) The deductible temporary differences associated with investments in subsidiaries, associates and joint ventures,
the corresponding deferred tax asset is recognized when both of the following conditions are satisfied: it is
probable that the temporary difference will reverse in the foreseeable future and it is probable that taxable profits
will be available in the future against which the temporary difference can be utilized.

At the balance sheet date, deferred tax assets and deferred tax liabilities are measured at the tax rates that are
expected to apply to the period when the asset is realized or the liability is settled, and their tax effect is reflected.

At the balance sheet date, the Group reviews the carrying amount of a deferred tax asset. If it is probable that
sufficient taxable profits will not be available in future periods to allow the benefit of the deferred tax asset to be
utilized, the carrying amount of the deferred tax asset is reduced. Any such reduction in amount is reversed when it
becomes probable that sufficient taxable profits will be available.

25. Leases
(1) As lessor

In finance leases, at the commencement of the lease, the Group recognizes minimum lease receipt amount as the
recognized amount of finance leases receivable and also recognized the unguaranteed residual value. The difference
between the aggregate of the minimum lease receipts and the unguaranteed residual value, and the aggregate of their
present value is recognized as unearned finance income. Unrealized finance income is allocated over the lease period
by effective interest method and finance income is recognized in profit or loss for the current period.

Income derived from operating leases is recognized in profit or loss using the straight-line method over the lease term.
Initial direct costs are charged to profit or loss immediately.
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(2) As lessee

The Group recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability, any lease payments made
at or before the commencement date (less any lease incentives received), any initial direct costs incurred and an
estimate of costs to dismantle and remove the underlying asset or to restore the site on which it is located or restore
the underlying asset to the condition required by the terms and conditions of the lease.

The right-of-use asset is depreciated using the straight-line method. If the lessee is reasonably certain to exercise a
purchase option by the end of the lease term, the right-of-use asset is depreciated over the remaining useful lives of
the underlying asset. Otherwise, the right-of-use asset is depreciated from the commencement date to the earlier of
the end of the useful life of the right-of-use asset or the end of the lease term.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date. The Group determined incremental borrowing rate as the interest rate that a lessee would have
to pay to borrower to obtain a similar assets, close to the right-of-use asset, in a similar economic environment with a
similar term and under similar mortgage conditions.

A constant periodic rate is used to calculate the interest on the lease liability in each period during the lease term with
a corresponding charge to profit or loss or included in the cost of assets where appropriate. Variable lease payments
not included in the measurement of the lease liability is charged to profit or loss or included in the cost of assets
where appropriate as incurred.

Under the following circumstances after the commencement date, the Group re-measures lease liabilities based on the
present value of revised lease payments:

— thereis a change in the amounts expected to be payable under a residual value guarantee;

— there is a change in future lease payments resulting from a change in an index or a rate used to determine those
payments;

- there is a change in the assessment of whether the Group will exercise a purchase, extension or termination
option, or there is a change in the exercise of the extension or termination option.

When the lease liability is re-measured, a corresponding adjustment is made to the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

The Group has elected not to recognize right-of-use assets and lease liabilities for short-term leases that have a lease
term of 12 months or less and leases of low-value assets. The Bank recognizes the lease payments associated with
these leases in profit or loss or as the cost of the assets where appropriate using the straight-line method over the
lease term.
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26. Employee benefits

Employee benefits are all forms of consideration given and other relevant expenditures incurred by the Group in
exchange for service rendered by employees. In the accounting period in which an employee has rendered services,
the Group recognizes the employee benefits payable for those services as a liability, and recognizes relevant asset or
expense for the current period.

Note: The actual amount of wages, bonuses and subsidies accrued by the Group in 2025 is RMB1.866 billion.

(1) Social welfare

According to related regulations, employees of the headquarters of the Bank are enrolled in pension insurance
schemes, medical insurance schemes, unemployment insurance schemes and employment injury insurance schemes.
Some branches are enrolled in local social welfare schemes according to the local policies. Expenditures related to
payments for employees’ social welfare is included in profit or loss for the period in which they are incurred.

(2) Retirement benefits

According to the regulations issued by the regulatory authority, expenditures related to pension and benefits for retired
employees is included in profit or loss for the period in which it is incurred.

(8) Housing funds

Pursuant to related regulations, all employees of the Bank participate in various local housing funds schemes
administered by local governments. The Bank contributes on a monthly basis to these funds based on certain
percentages of the salaries of the employees. These payments are recognized in profit or loss for the period in which
they are incurred.

27. Fiduciary business

The Bank acts as a custodian, trustee or agent in fiduciary activities. The assets held for fiduciary activities and
commitments to return the assets to the clients are not included in the balance sheet of the Bank, and risks and
rewards of these assets are the responsibility of the customers.

Entrusted loans are loans funded by the mandator, and the Bank grants loans to borrowers at the direction of the
mandator with regard to the borrower, purpose, amounts, term, interest rates, and etc. The Bank is entrusted to make
payment to the borrower, supervise the use of the loans and assist in collecting these loans. The mandator bears the
risk. The Bank charges a commission related to the entrusted loans, and neither presents the entrusted loans in the
balance sheet nor accrues impairment provision for the loans.
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28. Government grants

Government grants are classified as asset-related and income-related.

asset-related government grants are recognized by the Group as deferred income, and are apportioned to profit
or loss in a reasonable and systematic manner over the useful life of the relevant assets; if the relevant assets are
sold, transferred, scrapped or damaged before the end of their useful life, the balance of the relevant deferred
income that has not yet been distributed shall be transferred to current gains of the assets disposal.

ii. income-related government grants are recognized as deferred income by the Group if compensating future costs
or losses, and are recognized in profit or loss when the relevant costs or losses are incurred; income-related
government grants are recognized directly in profit or loss if compensating incurred costs or losses.

Government grants related to daily activities are recognized as other income; government grants unrelated to daily
activities are recognized as non-operating income.

IV. Significant accounting judgments and estimates in applying accounting policies

The Group makes continuous evaluation on significant accounting estimates and key assumptions based on historical
experience and other factors, including reasonableness of estimation about future events. The followings are the
significant accounting estimations and key assumptions that have a significant risk of causing a material adjustment to
the carrying amount of assets and liabilities within the next financial year. When there is significant variance between
the reality and the following accounting estimates and judgments, the Group shall make reasonable adjustment
according to the facts.

1. Expected credit loss

The measurement of the expected credit loss allowance for financial assets measured at amortized cost and FVOCI
and with exposure arising from loan commitments and financial guarantee contracts, is an area that requires the use
of complex models and significant assumptions about future economic conditions and credit behavior (the likelihood
of customers defaulting and the resulting losses).

2. Fair value of financial instruments

The Group establishes fair value of financial instruments with reference to a quoted market price in an active market
or, if there is no active market, using valuation techniques. These valuation techniques include using recent arm’s
length transactions, observable prices for similar instruments, discounted cash flow analysis using risk-adjusted
interest rates, and commonly used market pricing models. Valuation models applied to determine fair value of
derivatives and other financial instruments use observable market inputs and data including, for example, interest
rate yield curves and foreign currency rates. The results of using valuation techniques are calibrated against industry
practice and observable current market transactions in the same or similar instruments.

The Group revises the valuation scope according to the operational strategy and risk management policies. Valuation
techniques and models are updated in accordance with the establishment and improvement of risk quantification and
assessment system.
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3. Income tax

In the course of general business, income tax recognition involves judgment on future tax treatment, and, the final
tax treatment is uncertain. The Group assesses the tax effect of all transactions prudentially and calculates relevant
income tax. The Group has taken into consideration the existing tax legislation, to decide whether impairment loss
shall deduct taxable income. If the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will be determined as the income tax and deferred income tax for the period.

The Group recognizes deferred tax assets in accordance with deductible temporary differences and deductible
losses. The Group assesses the judgment on deferred income tax continuously, and recognizes deferred tax assets to
the extent that it is probable that taxable profits will be available in the future.

V. Taxation

1. Major taxes and tax rates

Taxes Tax basis Tax rate
Value-added tax Taxable revenue 6%
Urban maintenance and construction tax Turnover tax payable 7%
Education surcharge Turnover tax payable 3%
Local education surcharge Turnover tax payable 1-2%
Enterprise income tax Taxable income 25%

2. Tax policies

(1) According to the provisions of Guo Shui Han [2010] No. 184, the Bank’s enterprise income tax is uniformly paid
by the head office. The enterprise income tax of overseas entities of the Bank is subject to the local tax rate.

(2) According to the relevant documents of the Ministry of Finance and the State Administration of Taxation on “Notice
about several policies on the Reform of Value-added Tax for Business Taxes” (Cai Shui [2016] No. 36), as of May
1, 2016, the Bank’s interest income, income from transfer of financial commodities etc. are subject to value-added
tax with a rate of 6%.

(8) The relevant taxes of the domestic subsidiaries of the Bank, CEXIM Infrastructure Fund Co., Ltd., CEXIM New
Policy-Based Financial Instrument Co., Ltd., CEXIM Capital Co., Ltd. and Shanghai Shengying Real Estate Co.,
Ltd., as well as the overseas subsidiaries, EIBC Holdings Limited, CEEF Holdings Limited and CLACF Holdings
Limited are subject to the local tax rate in accordance with the local tax regulations.



174

FPE# HORIT20258 RS The Export-Import Bank of China 2025 Annual Report

VI. Related Parties
1. Recognition criteria for related parties

If one party controls, jointly controls or exerts significant influence on the other party, and two or more parties are
controlled or jointly controlled by one party, they constitute related parties.

2. Shareholders of the Bank
(1) Buttonwood Investment Holding Company Ltd

Buttonwood Investment Holding Company Ltd. (“Buttonwood”) is a wholly owned subsidiary of the State Administration
of Foreign Exchange of China. Its principal activities are domestic and overseas investments in project, equity, debt,
loan and fund, fiduciary management and investment management. (For projects subject to approval according to law,
business activities can only be carried out after approval by relevant departments)

As at 31 December 2024 and 2025, Buttonwood owned 89.26% of the issued share capital of the Bank.

Transactions with Buttonwood and transactions with entities controlled or joint controlled by Buttonwood are carried
out in the Group’s ordinary course of business under normal commercial terms.

(2) The Ministry Of Finance

The Ministry Of Finance (“MOF”) is a ministry under the State Council of the PRC. As at 31 December 2024 and 2025,
the MOF directly owned 10.74% of the issued share capital of the Bank.

3. Basic information of the Bank’s major associates and joint ventures

Place of Proportion of
Companies Registration Nature of Business Paid-in capital voting rights (%)
Chengdu Yinke Venture Capital Co., Ltd. Chengdu Investment management RMB230 million 50.00
China-Japan Energy Conservation and Hangzhou Investment management RMB50 million 55.00

Environmental Protection Venture Capital
Management Co., Ltd.

China-Japan Energy Conservation and Hangzhou Investment management RMB50 million 16.50
Environmental Protection Venture Capital
Co., Ltd.

Dandong Port Group Co., Ltd Dandong Port services RMB28.6 billion 18.60

Chongging Export-Import Credit Guarantee Chongging Guarantee RMBS3 billion 40.00
Co., Ltd.

Northeast China Small and Medium-Sized Changchun Guarantee RMB3.05 billion 29.49

Enterprises Financing Re-Guarantee Co., Ltd.
Dehong Hogood Coffee Co., Ltd. Mangshi Forestry RMB359 million 27.12

Hogood Holdings (Yunnan) Co., Ltd. Mangshi Finance RMB100 million 14.79
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4. Basic information of the Bank’s subsidiaries

Place of Proportion of
Companies Registration Nature of Business Paid-in capital voting rights (%)
CEXIM Infrastructure Fund Co., Ltd. Beijing Investment management RMBS5 billion 100
CEXIM New Policy-Based Financial Instrument Beijing Investment management RMBS5 billion 100

Co., Ltd.

CEXIM Capital Co., Ltd. Beijing Investment management RMB10 million 100
Shanghai Shengying Real Estate Co., Ltd. Shanghai Construction/Properties RMB212 million 100
CLACF Holdings Limited Hong Kong Investment management USD464 million 100
CEEF Holdings Limited Hong Kong Investment management USD285 million 100
EIBC Holdings Limited Hong Kong Investment management USD3.35 million 100

VII. Commitments and contingencies

1. Legal proceedings

As at 31 December 2025 and 2024, the Group had certain legal proceedings matters. Management of the Bank
considers that final outcome of these legal proceedings will not have a material impact on the financial position or
results of operations of the Group and the Bank.

2. Capital commitments

Capital commitments entered into but not recognized in the financial statements are as follows:
Unit: RMB million

The Bank

31 December 2025 31 December 2024

External investment commitments 52,854 55,900

3. Credit commitments
Unit: RMB million

The Bank

31 December 2025 31 December 2024

Issued letters of guarantee 300,726 284,122
Irrevocable loan commitments 181,166 157,932
Issued letters of credit 121,250 96,126
Bank acceptance bills 39,399 14,511

Total 642,541 562,691




