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China Development Bank (the “Bank” or “CDB”) was established in 1994 under the direct leadership of the State

Council. It is dedicated to the mission of strengthening the competitiveness of our country and improving the

living standards of our people.

CDB has always been a strong supporter of the State’s macroeconomic policies and has assumed an active role in

raising and channelling funds to alleviate the bottleneck restraints to the development of the economy and

society. The Bank is dedicated to promoting the development of the market through well-planned and balanced

financing efforts that support development of the State’s key projects and construction in the infrastructure

sector, basic industries, pillar industries and high-technology industry. In support of the State’s policies to imple-

ment disciplined development and build a harmonious society, the Bank’s funding efforts also go to constrained

sectors, including urbanization, SMEs, agriculture, rural communities and farmers, education, medical and health

care and environmental protection. In answer to the call of the State to encourage domestic enterprises to “Go

Global”, the Bank engages in a wide range of international cooperative activities.

In support of the State’s development strategies and policies, the Bank has endeavoured to adhere to a commer-

cially viable approach, a strategy validated by the Bank’s maintaining and continuously improving its outstanding

internationally-benchmarked market performance and core competitiveness indicators.
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�� !   F INANC IAL  H IGHL IGHTS

2006 2005 2004 2003 2002

�� 2,314 1,899 1,575 1,279 1,040

�� ! 2,018 1,732 1,410 1,140 896

�� !"# 0.75% 0.96% 1.31% 1.88% 2.54%

�� !"#$% 1.36% 1.41% 1.68% 1.87% 2.42%

�� !"#$%&��'( 190.6% 177.1% 142.2% 140.3% 136.5%

�� 2,156 1,768 1,468 1,190 965

�� !"# 1,904 1,541 1,275 1,064 869

�� !" 158 131 107 89 75

�� !" 8.05% 9.15% 10.50% 10.26% 11.58%

�� 28 23 17 13 12

�� !" 53 40 31 24 20

�� !"#$ 1.3% 1.3% 1.2% 1.1% 1.2%

�� !"#$%$& 19.2% 19.2% 17.7% 16.0% 17.4%

���10�� !"#$%&

2006 2005 2004 2003 2002

Total assets 2,314 1,899 1,575 1,279 1,040

Loans outstanding 2,018 1,732 1,410 1,140 896

Non-performing assets ratio 0.75% 0.96% 1.31% 1.88% 2.54%

Reserve for credit losses ratio 1.36% 1.41% 1.68% 1.87% 2.42%

Reserve for credit losses to non-performing loans 190.6% 177.1% 142.2% 140.3% 136.5%

Total liabilities 2,156 1,768 1,468 1,190 965

Bonds outstanding 1,904 1,541 1,275 1,064 869

Total owner’s equity 158 131 107 89 75

Capital adequacy ratio 8.05% 9.15% 10.50% 10.26% 11.58%

Net profit 28 23 17 13 12

Net interest income 53 40 31 24 20

Return on average assets 1.3% 1.3% 1.2% 1.1% 1.2%

Return on average owner’s equity 19.2% 19.2% 17.7% 16.0% 17.4%

In billions of RMB or percentage
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�� !   OPERAT IONAL  H IGHL IGHTS

2006 2005 2004 2003 2002

�� !"# 576 547 440 380 236

�� !"#$% 630 365 360 420 250

- ���� !"#$�� 1 �� 160 45 40 90 50

-�� �� !"# !$� 5 �� 205 110 205 120 35

- ���� !"# !$� 10 �� 161 95 90 200 145

-�� �� !"# 104 115 25 10 20

���10�� !"

2006 2005 2004 2003 2002

Loan disbursements 576 547 440 380 236

Amount of bonds issued 630 365 360 420 250

-Short-term bonds (less than 1 year) 160 45 40 90 50

-Mid to long-term bonds (1 to 5 years, inclusive) 205 110 205 120 35

-Long-term bonds (5 to 10 years, inclusive) 161 95 90 200 145

-Super long-term bonds (over 10 years) 104 115 25 10 20

In billions of RMB

2006 2005 2004

�� �� �� �� �� �� 

�� 98.3 17.08% 105.9 19.37% 74.2 16.88%

�� 107.5 18.68% 106.6 19.50% 101.5 23.10%

�� 15.5 2.69% 7.1 1.29% 5.4 1.22%

��� 9.5 1.65% 12.6 2.30% 8.5 1.93%

�� 7.0 1.22% 6.5 1.19% 5.8 1.31%

�� ! 18.9 3.28% 14.5 2.65% 18.2 4.15%

�� ! 11.7 2.03% 11.6 2.13% 9.5 2.15%

�� !"# 200.8 34.89% 188.4 34.47% 165.2 37.58%

�� 106.4 18.48% 93.5 17.10% 51.4 11.68%

�� 575.6 100.00% 546.7 100.00% 439.7 100.00%

���10�� !"#$%&�� !"#$
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2006 2005 2004

Amount Percentage Amount Percentage Amount Percentage

Power 98.3 17.08% 105.9 19.37% 74.2 16.88%

Road construction 107.5 18.68% 106.6 19.50% 101.5 23.10%

Railway 15.5 2.69% 7.1 1.29% 5.4 1.22%

Petro-chemical 9.5 1.65% 12.6 2.30% 8.5 1.93%

Coal mining 7.0 1.22% 6.5 1.19% 5.8 1.31%

Telecommunications 18.9 3.28% 14.5 2.65% 18.2 4.15%

Agricultural & related industry 11.7 2.03% 11.6 2.13% 9.5 2.15%

Public facilities 200.8 34.89% 188.4 34.47% 165.2 37.58%

Others 106.4 18.48% 93.5 17.10% 51.4 11.68%

Total 575.6 100.00% 546.7 100.00% 439.7 100.00%

In billions of RMB or percentageTOTAL LOAN DISBURSEMENTS
BY SECTOR

��2006�� !"#$%&'()*+,-./ 3%�

Note: At the end of 2006, loans outside mainland China accounted for 3% of the total portfolio.

�� !"#$%&'(

DISTRIBUTION OF OUTSTANDING LOANS BY GEOGRAPHICAL REGIONS

22%

Central

22%

Western

53%

Eastern



 10 �====��� !"�� !"#



China Development Bank          ANNUAL REPORT 2006  11

2006 ���� !"�� !"�� !"#$%&'

2006�12�� !"#$%&'()*+,'-./01234�� !"#$%&'()*+(,��� !"

�� !"#$%&�'()� *+,-./0'1234�� !"#$%&'()*+,-./01�� !

�� !"#$%��&'()�*+�� !"#$%&'()*+,-�� !"#$%&'�� !"#$%

�� !"#

�� !"#$%&'()*+,�� !"#$%��&'(�� !"#$%&'()*+,�� !"#$%&

�� !"#$%&'�� !"#$%&'()*+�� !"#$%&'()*+,-�� !"#$%&'(

�� !"#$%&'()*+,

�� !"#$�� !"#$%&'()*�� !"#$%&'(�� !"#$%&'()*+�� !"#

�� !"#$�� !"#$%&'(�� !"#$%&'(��2006�� �� !"#23,143�� !"�

�� !"0.72%���18�� !"#2%�� �� !"#$%&'()*+!,-.�� !"#$%&'

�� !"#�� !"#$%&'()*+,-./0123

2006 ���� !"#$%&'()*�

�� !"#$%&'()*+,-

�� !"#$%&'()*+,-./0�� !"#$%&'()*+�� �� !"#$%&'()*+,

5,534�� �� !"# 78.6%��� !"#$%&!'()�� !"#$%&'(�� !"#$%&'(

�� 2,125�� �� !"#$%30.2%��� !"#$%&'()*+,-.�� !"#$%�� !"

�� !"#$%&'�� !"#$!%&'(!)*+�� !"#$%&'()�� !"#$%&'()*

�� !"#�� !"#$%&'()*+,�-./0'123456#$'789:;<=>'?@A�� 

�� !"#$%�� !"#$%&'()*��� !"#$%&'()*�� !"#$%&'()*&+,-

�� !"#$�� !"

�� !"#$%&'()*

�� !"#$%&'()*+�� !"#$%&'()*+,-�� !"#$%&'()�� !"#$%&

��� !"#�� !"#$%�� !"#$%&'()*+,�� !"#$%&'()*+,-�� !"

�� !"�� !"#$�� !"#$%&'#()*+,-./�� !"#$%&'()*+,-./��

�� !"#$%&'()640�� �� !"#448�� !"#�� !"#$%&'()�� !"#$�

�� !"#$%&'()*+,-(./01'234567$89:

�� !"�� !"#$%&'()�� !"#$%&'%(�� !"#$%&'(�� !"#$%&'(�

�� !"#$%&'()*+,�� !"#$%&'%()*+,-./01�� !"#$%&'()*+,

�� �� !"#$�� !"#$%&'(�� !"�� !"�� �� !"#$%&'()*+�� !

�� !"#$ !%&'()*+,-./0�� !"#$%&'()�� !"

China Development Bank          ANNUAL REPORT 2006  11

�� !   GOVERNOR ’S  MESSAGE



 12 �====��� !"�� !"#

�� !"#$%&'

�� !"#$%�� !"�� !"#$%&�� !"�� !"#$%&'()*�� �� !"#��

�� �!"#$%&'�� !"#$%&�� !�� !"�#$%&'()*+,-.�� !"#$%&

��� !"�� !�� !"#$%&'()*+,-�� !�"#$%&'()*+,-./0�UDM��

���� !"#$%&'(�� !"#$%&'()*+,-./01234%56789�� !"#$%&

�� !"#$%&�� !"#$%&'()*+,

��2006�� �� !"#$%&286.85�� !�� ! 77.23%��� !"#$%&18�� !"#$%

�� !"#$%&'()*+,

�� !"#$%&'()*+,-./0123456�� !"#$%&'(� 18�� !"#$%&'()

�� !"� 20�� !"#$%&'($%)*+,-./012�� !"#$%&'()*+,-./00

�� �� !"#$%&'()*+,-./0123452006 ���� !"#$%&�� !"�� !"

�� !"#$�� �� �� !"#$%&'�� !"#$%&'()*�� !"#$%&'(�� !

�� !"#$

�� !"#$ !%&

�� !"#$%&'()*+,-./012�� !"#$%&'(�� !"�� !"�� !"#$%&

�� !�� !��� !"#$%&'()*�� !"#$%&'(��� !"#$�� !"�� !"

�� !"#$%&�� !"#$�� !"#$�� !"#$%&

2006 � 4 ���� !"�#$%&'()*�� !"#$%&'()��� �!"#$%&'()*+,-

�� !"�� !"#$%&'()#*+�� !"#$%&'()*+,-./10�� !"#$%&'��

�� !"�� !" 1 �� 7�� !"#$%&'()*+,-./0#$1

�� !"#$%

�� !"#$%&'()*+$%,-./01�� !"#$%&'#$()*�� !"#$%&'()*+

�� !"#$%&'()�� !"#$%&'()*+,-./0�� !"#$�� !"#$%&'�� 

�� !"#$

�� !�� !"#$%&'()*+,*+-./�� !"#$%&'()*+,-./012�� �� 

�� !"#$%&'()*+

�� !"#$�� !"#$%&'()*+,�� !"#$%&'()*+,-./%012�� !"#$

�� !"#$%&'()*+,-.�� !"#$%&'()*+,-./0�� !"#$%&'()*+,

�� !



 13China Development Bank          ANNUAL REPORT 2006

�� !"#=��

�� !"#$%&'(%)*+�� !"#$%&'()*+,-./012�� !"#$%&�� !"#

�� !"#�� !"#$%&�� !"�� !"#$%&'()*+�� !"#$%&�� !"#$%&

�� !"#$%&�� !"#$�� !"#$%&'()*�� �� !"#$%&'()�� !"��

�� �� !"#$%&'()*+,-./�� !"#$%&'()*+,-./01

�� !"#$%&'()*'(%&)+,-.$/�� !"#$%&'()*+,�� !""#$%&'(

�� !"#��� !"#$%&'()*+,-�� !"#$�� !"#$

�� !"�� !"#�� �� !"#$%&'()*+�� !"#$�� !"#$%&'�� !"#$

���� !"#$%&'(�� !"#$%&'()*+,-./0122006���� !"#$%&'�� 

�� !"#$�� !"#$%&'()*

�� !"�� !"#$�� !"#�� !"#�� !"�� !�� !"#$%�� !"#$%&'(

�� !"#$�� !"#$�� !"#$%&'()*+,*-./



 14 �====��� !"�� !"#

2006 witnessed a good beginning of the implementation of our nation’s Eleventh Five-year Plan.

China completed its World Trade Organization transition period in December 2006 and has begun an era of

opening its financial markets to foreign competition. In the recently concluded National Finance Conference, on

the further development and reform of the financial sector, one of the key agenda items was the reform of policy

banks. Our Bank will be a pacesetter in the reform and will continue to operate in accordance with modern

commercial disciplines while maintaining our roots in medium and long-term development-focused objectives.

Reform will bring significant opportunities to China Development Bank, and with them new challenges. We will

continue to focus on new product development and on our core competencies to assure the development of our

Bank into an international first-class financial institution. We will operate in line with modern financial market

disciplines, so that our Bank can better support our country’s economic and social development in a commercial

manner.

Since our Bank’s inception, we have been committed to implementing the State’s macroeconomic policies, support-

ing key development projects and providing financial relief to social challenges. We have acquired strengths in the

development and appraisal of medium and long-term lending. We also enhanced our risk management process and

achieved excellent operational results. At the end of 2006, our total assets have grown to RMB 2,314.3 billion. Our

non-performing loan ratio stood at 0.72%, having been held below 2% for the past 18 consecutive quarters.

These years of successful operation, along with disciplined development, have supported the country’s social and

economic development and have provided a solid foundation to support further reform and development in the

coming years.

In 2006, we have made significant progress in the following areas:

Focusing on providing stronger support to infrastructure and social development bottlenecks

We have continued our support of key infrastructure projects at the country and county level. In 2006, we granted

RMB 553.4 billion to key infrastructure sectors such as coal, power, oil, transport, agriculture, forestry, water,

telecommunication and public facilities, which accounted for 78.6% of the total lending. We have supported

development in the central, north-east and western regions to assist in the balancing of economic development

across the country. Our loans to these regions amounted to RMB 212.5 billion, representing 30.2% of the total

loans for the year. In addition, we have provided stronger financial support to address social development bottle-

necks in sectors such as small and medium enterprises, micro enterprises, entrepreneurs, student loans, low-

income housing development and training institutions for farmers and workers.

As part of our operational discipline we have ensured that approved key projects receive uninterrupted funding in

accordance with our lending practices to avoid major disturbance to the economy. Also, we proactively adjusted

our management strategy to ensure sustainable funding for sectors in pressing need of development.

Solidly contributing to the implementation of sustainable rural development

In fulfilling its market development strategy, the Bank is quick to identify market gaps and fill the void. Where

commercial banks have withdrawn their presence following restructuring, the Bank has stepped in with carefully
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structured funding support. By adhering to market principles and ensuring that risks are properly mitigated, the

Bank has made intensive efforts to help rural communities establish an adequate structural basis for future

development. This has directly contributed to the State’s initiative for building sustainable rural development. To

realize this grand vision, the Bank will enhance its focus on helping development at the county level through rural

infrastructure construction, rural resources development and social and industrial development in rural regions.

In the past year, RMB 64 billion of loans were made to support rural revitalization and county-level projects. The

Bank has delegated 448 representatives to provide onsite support to targeted counties to help them build county-

level financing platforms and foster credit markets. This should lead to a reduction in credit risks while at the

same time promoting local economic development through an increase in available funding.

In the past a few years, the Bank has channeled funds from the marketplace to support infrastructure construc-

tion in urban areas and stimulate economic and social development. The process of urbanization across China

accelerates every year, as increasing numbers of migrants move from rural areas into cities. In view of this trend,

the Bank’s successful funding structures for urban infrastructure construction have served as a good template to

support this growth. In the next one to two years, we will apply this solution to a wider range of areas experienc-

ing funding constraints, including agriculture, rural communities, farmers, SMEs, education and the medical

sector. We believe that these tools will aid in the development of financial institutions that are better aligned with

the requirements for appropriate social development and rural funding needs. We feel our greatest opportunities

lie in these areas with these substantial needs.

Actively promoting international cooperation

To realize the vision of a Global Village, the Bank has its own role to play. When engaging in international

cooperation, the Bank has established close ties with African, Asian and South American countries. This requires

us to give full consideration and respect to the political, economical, social and cultural attributes of our interna-

tional counterparts. This has been achieved by following the principle of mutual benefit and commercial viability.

Domestically, the Bank lends a strong helping hand to domestic enterprises to enable them to expand globally.

Significant loans have been made to support large international projects, including Sinochem’s acquisition of

Udmurtneft in Russia and the Kazakhstan Power Grid project. We encourage these domestic enterprises to fulfill

their corporate obligations for environmental protection and conform to local social and commercial rules. The

Bank has made its first few important steps in its international cooperation, and we have been vigorous in

ensuring that the right strategies and message have been communicated.

By the end of 2006, the balance of foreign currency loans amounted to USD 28.685 billion, up by 77.23% from

the previous year. The quality of these foreign currency assets has remained excellent for 18 consecutive quarters.

Striving for industrial development and technological innovation

Continued advancement and self-initiated innovation are the very steps through which a country can enhance its

competitiveness. A review of historical economic development across the world shows us that changes arising

from the British Industrial Revolution in the 18th century that created such tremendous productivity to the devel-

opment of IT and biological technology in the US in the 20th century have triggered unprecedented social progress.
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The rise and fall of every major nation has been closely connected with industrial development and technological

innovation. Supporting China’s industrial development and scientific and technological innovation are impera-

tives for CDB. In 2006, we completed the initial business development strategy of the Bank for the Eleventh Five-

year period and tailored our plans for regional, industrial, social and market developments. Our goal remains the

same, which is to channel and mobilize more resources to increase support for industrial development and the

promotion of innovation of critical technologies.

Strengthening cooperative ties with other financial institutions and enhancing their product

innovation

The Bank has entered into comprehensive cooperation agreements with a number of domestic financial institu-

tions to deepen cooperation in a wide range of areas, including asset management, settlement and the UnionPay

business. This cooperation aims to leverage the unique advantages of each of these financial institutions to

achieve synergistic benefits. The Bank also works closely with small and medium-sized financial institutions to

help them carry out their restructuring efforts so as to improve their operating efficiency and stability. The Bank

has been pleased to see the fruition of its efforts in expanding funding channels. The corresponding easing of

funding constraints and channeling of available capital investment have led to a growth in lending, capital mar-

ket initiatives and product innovation.

Continually improving bank-wide risk management

To improve risk management, the Bank has enhanced its market risk and operational risk management, advanced

the implementation of the New Basel Capital Accord and put in place an economic capital assessment system.

Internally, it has pursued a drive for credit process standardization while externally it has assisted in the building

of a credit culture and associated processes. The Bank has further refined its dynamic monitoring of loan collec-

tion with intensified audit examinations. It has also introduced an element of social oversight over its lending by

establishing a hotline to receive reports on irregularities and misconduct.

Over the years, our strong team of excellent employees have conquered one challenge after another and made

their mark in helping the Bank and the State to grow. I sincerely thank every one of you for your diligence and

dedication.

In the new year, many new challenges loom for Chinese banks. Chinese banks shall wrestle with foreign banks for

domestic market share as economic globalization continues following the opening-up of financial markets in

China. The competition shall predominantly manifest itself in the fight for high-end quality clients, talented

resources and the provision of high-value-added products.

By following market and commercial disciplines in our operation, the Bank shall strive to ensure its operations

comply with market and commercial principles, and address the country’s development challenges on a commer-

cially viable basis within the State’s macro economic policy framework. We will continue to improve our business

management, risk mitigation and market innovation while increasing our international cooperation and financial

cooperation so that the Bank can fulfill its duties to support the State’s key construction projects. These projects

will continue to be focused on the infrastructure sector, basic industries and pillar industries, the promotion of
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CHEN YUAN
GOVERNOR

CHINA DEVELOPMENT BANK

county-level economic development, to facilitate industrial restructuring and ultimately serve the purpose of a

balanced and efficient development of the economy and society. The Bank shall never compromise its pursuit of

its goal to attain international first-class performance, with a focus on product innovation, market expansion,

internal management and adequate allocation of human resources to meet its business development needs.

We also shall further our robust interaction between participation in development-oriented financial markets and

the popularization of finance across all strata of the society. We will call on all sectors of society to support the

advancement of the development of the financial system so that everyone can enjoy the same rights and expec-

tations in meeting their funding needs. Meanwhile, we shall ensure that the development of the financial sector

can make a better contribution to building a fair and harmonious society.

As a member of the UN’s Global Compact initiative, CDB acts in earnest support of the Global Compact champi-

oned by the United Nations. By striving to live up to its social responsibilities, the Bank is committed to becoming

a responsible and innovative champion of the cause and making its due contributions to the sustainable develop-

ment of the society. In 2006, CDB, as the only financial institution, has been awarded “the best institution for

social responsibility”.

Going forward, we have full confidence in ourselves, knowing what we have achieved and what can be achieved.

By imprinting our mission to strengthen the competitiveness of our country and improve the living standard of

our people in the mind of each of our team members, we at CDB shall, by our collective wisdom, by our passion

and by the unwavering perseverance, help accelerate the country’s reform, promote business development at the

Bank and prove once again our value in furthering China’s economic and social development.
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LI CHANGFU
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Representing the interests of the PRC government, the Board of Supervisors (the

“Board”) of CDB is appointed by the State Council in accordance with the “Provi-

sional Regulation on Governance by Supervisory Board at Key State-owned Finan-

cial Institutions”. The Board is responsible to the State Council for supervising and

monitoring the management, operations and financial performance of the Bank.

The Board consists of a chairman, several full-time supervisors and staff members.

It also includes one representative each from the Ministry of Finance, China Bank-

ing Regulatory Commission (the “CBRC”), China Development Bank and a desig-

nated public accounting firm, all of whom serve on a part-time basis.

�� !"#$%�� !"#$%&'()�� 1999

�� !"#$%&'()�� !"#$%&'()*
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In order to broaden its international vision and quicken

its progress toward becoming a bank universally

recognised as operating at first-class levels according

to internationally accepted performance criteria, CDB

set up its International Advisory Council in 1999. Our

International Advisory Council (the “Council”) consists

of distinguished members from political, financial and

academic circles around the world. The Council meets

�� !"#$   INTERNATIONAL ADVISORY COUNCIL

in the fall of each year to review CDB’s performance

and provide strategic guidance to bank management.

The Council met for the eighth time in Beijing between

5th and 7th of September 2006. The Council members

and invited guests focused their discussion of the fol-

lowing three topics:

� International economic landscape;

� The economic landscape in China; and

� Development-oriented finance and international

cooperation

The invaluable insights and recommendations provided

by the council members and guests have been well re-

ceived by our management. To the Bank, the guidance

from the Council has become an inseparable part of

our corporate governance.

��   BOARD  OF  SUPERV ISORS

�� !" ��

CHAIRMAN OF BOARD OF
SUPERVISORS
ZHU YUANLIANG
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�� !"#$  Front row from left

�� ! Tadao Chino

�� !"#$#%&�� !"#$%&�� !"#$%&

Former Governor of Asian Development Bank, Former Vice-Minister

for International Affairs of the Ministry of Finance, Japan, and Senior

Advisor of Nomura Research Institute

��  Zhou Xiaochuan

�� !"##$ Governor of the People’s Bank of China

����� Paul Keating

�� !"#$ Former Prime Minister, Australia

��  Zeng Peiyan

�� !"# Vice Premier of the People’s Republic of China

�� Chen Yuan

�� !"##$ Governor of China Development Bank

����� !" Jacques de Larosière

�� !"#$%&'()�� !"#$%&%'(�� !"#$#%&

�� !"#$%&' Former Managing Director of the International Mon-

etary Fund, Former Chairman of European Bank for Reconstruction and

Development, Former Governor of Bank of France and Senior Adviser of BNP

Paribas

��  Cai Esheng

�� !"#$%&'()*+, Vice Chairman of the China Banking

Regulatory Commission

�� ��� Sir Edward George

�� !"#"$ Former Governor of Bank of England

�� !"#$  Second row from left

��  Zhao Jianping

�� !"##$%&  Assistant Governor of China Development Bank

��  Ng Kee Choe

�� !"#$%&'�� !"#$%& Chairman of Singapore Power

Ltd. and Former Senior Advisor of Development Bank of Singapore

����� ! Jacob A. Frenkel

��AIG�� !"# Vice Chairman, American International Group

����� Hans W. Reich

�� !"#$%&'( Chairman of the Board of Managing Directors,

KfW, Germany

�� ��� �Maurice R Greenberg

�� !"#$%&'%()* Chairman of the Starr Foundation and CEO

��  Andrew Crockett

JP�� !"# President of JP Morgan International

��  Tasuku Takagaki

�� !"#$%&'() Senior Advisor of the Bank of Tokyo-

Mitsubishi, Japan

��  Lawrence J. Lau

�� !"#$% President of the Chinese University of Hong Kong

��  Han Yongwen

�� !"#$%&'()* Secretary General of the National Devel-

opment and Reform Commission
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2006���� !"#$%&'()�� !"#$%&'()*�� !"#$%&'(�� !"#$%&'(

�� !"�� !"#$%&'(

In 2006, by adopting the concepts of disciplined development in our operations and prioritizing our strategic

development, the Bank was able to make effective contributions to the implementation of the State’s macroeco-

nomic policies and the economic and social development of the State. Achievements include:

� �� !"#$%&�� !"#$ !%&

Supporting the development of infrastructure, basic industries and pillar industries

� �� !"#$%&'()*#+

Promoting coordination in regional development and industry restructuring

� �� !"#$%&'(�� !"#

Increased efforts in promoting international cooperation and sharing development experiences

� �� !"#$%&'()*+�� !"#$%&'(

Driving the development of New Rural Communities by supporting economic development at county level

� �� !"#$%&'(�� !"#$%&'()*�� !"#

Enhanced support to bottlenecked sectors, including SMEs, housing and medical programs

� �� !"#$%&'()�� !"#$%&'()*+

Increased strategic cooperation with various financial institutions and direct assistance and facilitating the

reform and development of small and medium-sized financial institutions

�� !"#   S TRATEG IC  FOCUS

�� !"#$%&'()*��+,-./�� !"

�� !�� !"#$%�� !"#$%&�� !"

�� !�� !"#$%&'(�� �� �� �

�� !�� �� !"�� !"�� !"#$%

�� !"#$%&'()*+,-./0

�� !"�� !"#$%&'()*+,-./0

���� !"#$%&�� !"#$%�� !"#

�� �� !"�� !"�� !"�� !"��

�� �� !"#$%&'()*+,-�� �� 

�� �� !"#33,704�� 2006���� !"#

�� �� !"#$%&'()*+,-.�� !"

�� �� !"#$%&'()*+���� !"#

�� !"# 6,962�� �� !"# 98.8%�

One of the main objectives for the establishment of

China Development Bank was to provide long-term

funding support to the development of the State’s

infrastructure, basic industries, pillar industries and top-

priority State projects, and also the channeling of so-

cial funds to alleviate bottlenecks that impose restraints

on economic development. Thus the Bank’s main busi-

ness and loan targets have been and will be concen-

trated in the sectors of electric power, highway, railway,

petrochemical, coal, post and communications,

agriculture, forestry and water conservation and other

public infrastructure.

In funding the State’s top-priority projects, the Bank,

�� !"#$%&�� !"#$ !%&  SUPPORTING THE DEVELOPMENT OF
INFRASTRUCTURE, BASIC INDUSTRIES AND PILLAR INDUSTRIES
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�� !"#$%&

Ling’ao Nuclear Power Plant Phase II

as the principal financing bank, helps to channel funds

through creation of markets and functions as the bridge

between governments and the markets. By doing so,

the Bank has provided strong support to a long list of

key projects, including the Three Gorges Project, the

State Oil Reserve Base, West-to-East Power Transmissions,

South-to-North Water Diversion, West-to-East Natural

Gas Transmission, Beijing-Kowloon Railway, 2008

Beijing Olympics and Qinshan Nuclear Power Plant. In

the twelve years since its establishment, the Bank has

made, on an cumulative basis, loans of RMB 3,370.4

billion across these sectors. During 2006, the Bank fur-

ther developed and consolidated its position in elec-

tric power, coal and highway sectors. It also made

breakthrough funding for the rural highway and rail-

ways sectors. During the year, loans to infrastructure

construction, basic industries and pillar industries

amounted to RMB 696.2 billion, representing 98.8%

of total loans of the Bank.

�� �!"# ELECTRIC POWER AND POWER
GRID CONSTRUCTION

�� !"#$%&'()*+,-.2000�� ��

�� ! "#$%&'()*+,-./0 "123

�� 20%�� �� !"#$% 2000 �� 31,900

�� !"#2006�� 62,200�� !"#$%&'

�� !"#$%&'()*+,+-./01234�

�� !"#$%&'�� !"#�� !"#$%&

�� !"�� !"#$!%&'(2006 ���� 

�� !"#$%&"#'()*+14%��� !"�

���� !"#$%&'()*+,-2.6�� !�

�� !"#$%&'()*+,�+-.*+/012

�� !"#�� !"�� !"#$

The electric power industry is one of the basic industries

that are vital to the economy of the State and livelihood

of its people. Since 2000, the Bank’s support to power

generation and power transmission/distribution projects

has remained at 20% of the total investment in China’s

electric power industry. Financing from the Bank has

made strong contributions to raise the country’s power

generation capacity from 319,000,000 kilowatts

(319GW) in 2000 to 622,000,000 kilowatts (622GW) in

2006. World-class power projects in China completed

with the vital financing of the Bank include the Three

Gorges Power Plant System, Xiluodu and Xiangjiaba Hy-

droelectric Power Plants on the Jinshajiang River, Ling’ao

Nuclear Power Plant and the West-to-East Power Trans-

mission project. The Bank’s loans to these projects in

2006 represented 14% of total loans made in the whole

year. During the Eleventh Five-year period, the total in-

vestment in China’s electric power industry is expected

to reach RMB 2,600 billion, and the Bank shall further
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extend its support to this sector throughout the Elev-

enth Five-year period and beyond.

�� !"#$%& Ling’ao Nuclear Power Plant Phase II

�� !"#�� !�� !"#$%&'()*+�

�� !"#$%&'()*�� !"�� !"��

�� !"#$%&'()*+,�� !"#$%&'

�� !"#$%&�� 32.31�� !�� !"#

�� 110�� �� ! 2�� !

Ling’ao Nuclear Power Plant Phase II, the only nuclear

power project under construction during the Tenth Five-

year period, is the first gigawatt nuclear power plant

designed, manufactured, constructed and operated by a

Chinese enterprise. Total investment for the plant, which

is comprised of two 1GW  nuclear turbine-generator units

(1,000,000 kilowatts each), amounted to USD 3,231

million, of which the Bank has funded components of

RMB 11.0 billion and USD 200 million respectively.

�� !��� !"#$$%&'('")*+,-

West-to-East Power Transmission: Shaanxi Shenmu

Power Plant � Jinjie Coal and Coal-fired Power Gen-

eration Integration Project

�� !"#$4�60�� !"#$%&'()1,000

�� !"#!$%&'�� !"#�� !"#��

�� !"#$%&'�� !"#$%&'(�� !

�� �� !"�� !"�� !"#�� !��

�� !"#$%&'()*+,-./0�� !"#

�� !"27.76�� !"#$%�� !"#$%&

�� !"

The project, designed to have a power generating ca-

pacity of 4 � 600,000 kilowatt and an annual output

of 10 million tons of raw coal, is not only Shaanxi’s

first West-to-East Power Transmission through the

northern route, but also serves as a show-case project

in promoting the integration of coal production and

coal-fired power generation. It not only opens up a

new route for West-to-East Power Transmission, but

also represents the outcome of efforts to integrate the

coal and power production industry. The Bank had pro-

vided RMB 2,776 million in support of the construction;

the first power generation unit has begun trial

operation.

�� ROAD BUILDING

�� !"#$%&'()*+",-�� !"#$%

�� !"#$%&'(2000�� �� !"#$%

�� !"#$%&'()*+�,18.9%�2006�� 

�� !"#$%&'()*+,-4,253�� �� 

�� !"#$%&'(�� !"#$%&'()*+

�� !"#$%��� !"#�� !"#�� !

�� !"#$%& !'()*+,-./�� !"

�� �� !"#$%&'�()*�� !"#$%

�� !"

2006�� �� 1�� !"#$%&'()*+$%

�� !"#$%�� !"#$%&�� !"#$%

�� !"#$%��2006�� �� 18�� !"

�� !"#$%&'()�� !"#$%& 614 �

���� !"#$%&'111�� �� !"#$%

�� 98,288�� �� !"#$%&'()*

Road building is another key infrastructure industry

which is fully supported by the Bank. The Bank’s high-

way financing loans since 2000 amounted to 18.9% of

�� !��� !"#$$%&'('")*+,-

West-to-East Power Transmission: Shaanxi Shenmu Power Plant � Jinjie Coal and Coal-fired Power Generation Integration Project
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China’s total investment in this sector. As of the end of

2006, the Bank’s outstanding loans to this sector were

RMB 425.3 billion, accounting for one fifth of the lend-

ing portfolio of the Bank. The Bank has provided loan

financing to many of the State’s key road building

projects, including the backbone State highway

network, the eight main highways in Western China,

and several of the national freeway network projects.

During the State’s Eleventh Five-year Plan period, as

the leading bank in this sector, CDB will continue to

provide strong support.

Rural highway construction appeared as a top priority

of the State’s initiative to build New Rural Communi-

ties in the Number One document of the Party Central

Committee. On the strength of extensive research and

studies, the Bank designed a number of feasible lend-

ing structures. By the end of 2006, the Bank had com-

pleted loan reviews for rural highway construction

projects in 18 provinces. Total loan commitments at

year end had accumulated to RMB 61.4 billion, and

loans made during the year amounted to RMB 11.1

billion. Rural roads and highways constructed with the

funding of CDB now amount to 98,288 kilometers, re-

flecting the Bank’s dedication in its support for the

building of New Rural Communities.

�� !"#$%&

Rural Highway Project in Anhui Province

�� !"#$%&'!"#$()*+,-./012

�� !"#�� !"#$%&'8,000�� !"�#

6.2�� !"#�$%&'()*�� !"#$%�

�� !"#$ 40�� !"#���� !"���

�� !"#$%�&'()*+,-./,0123

The rural highway project in Anhui Province is the first

such project across the State to be funded with large

scale loans by a bank. CDB provided loans of RMB 4.0

billion in support of the construction of 8,000 kilome-

ters of road to connect townships and 62,000 kilome-

ters of road to connect villages. It is expected that by

the end of the Eleventh Five-year Plan period, cement

roads or asphalt roads will provide modern vehicular

access to every village in the province.

�� RAILWAY

�� !"#$%&'()*�� !"#$%"&'(

�� !�� !"#$%&'()*+,-./0123

2006���� !"#$%&'()*+,-./����

�� �� !"#$%&'()*2,500�� !"�

�� !"#$%&'()*+,-.��2006�� �

�� !"#$%&���� ! 725�� 

China’s rail system is one of the vital infrastructures of

the State, a lifeline of the national economy and a major

mean of mass transportation. It plays an irreplaceable

role in China’s economic and social development. In

2006, the Bank and the Ministry of Railways entered

into a strategic partnership. During the Eleventh Five-

year Plan period, the Bank will provide policy loans in

the amount of RMB 250.0 billion to the Ministry of

Railways. As of the end of 2006, the Bank’s outstand-

ing loans to railway construction were RMB 72.5 billion.

�� !"#$%&'( Railway Line for Passenger

Trains between Zhengzhou and Xi’an

�� !"#$%&'458�� �� !"#$%&'

�200�� !"�� !"#$%&'()*�� �

���� !"#$%&'% !()*+,-./0�

�� !"#$%&'()*+�� !"#$�� !

�� !"#$%&'()*+,-./�� !"#$

�� ! 138�� !"

The Zhengzhou-Xi’an passenger train railway line,

which runs 458 kilometers with a designed speed of

�� !"#$%&

Rural Highway Project in Anhui Province
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over 200 kilometers per hour, is a critical component of

the Xuzhou-Lanzhou railway network for passenger

transport. It is part of the State’s mid- and long-term

plan for the country’s high-speed passenger transport

system. This system is represented by a network of four

north-south lines and four east-west lines running across

a vast area. The construction of the project will drive

economic development along the rail lines, reduce envi-

ronmental pollution and promote the technological

improvement of the domestic rail system. For this project,

the Bank has committed loans of over RMB 13.8 billion.

���  PETROCHEMICAL

�� !"#$%$&'()*�� !"#$%&��

���� !"#$%&'()*+,-�� !"#$

�� !"#�� !"#$�� !"#$%&'()

�� !�LNG��� !"#$%&'2006�� !

�� !"#$%&'()*+93.77�� �� !"

�� !"# 688.56�� 

The Bank continues to support the development of the

petroleum and petrochemical industry and expand its

strategic cooperation with large State-owned

enterprises, including China National Petroleum Cor-

poration (CNPC), China Petroleum & Chemical Corpo-

ration (Sinopec) and China National Offshore Oil Cor-

poration (CNOOC). The Bank’s funding support has

extended to oil and natural gas exploration and devel-

opment projects, key pipeline projects, large oil refin-

ery projects and coastal LNG projects. During 2006, the

Bank made medium and long-term RMB loans of

9,377 million and foreign currency loans valued at RMB

68,856 million to this industry.

�� !"#$�LNG��� ! Guangdong Lique-

fied Natural Gas (LNG) Transportation Project

�� LNG�� !"#$%&' LNG�� !"�� 

�� !"#$14.5�� !"#$% LNG�� !�

�� !62,380�� !�� !"#46,785�� !

�� !"#$%�� !"#$%&'()*+,��

�� !"#$%&'()*

�� !"#$%&'( Railway Line for Passenger
Trains between Zhengzhou and Xi’an

2006�� !"#$%&'()*+
The State Oil Reserve Base Launched in 2006, Zhenhai
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The LNG transportation project in Guangdong is the first

such project in China. The key objective of the project is

to build and operate three 145,000 cubic meters mem-

brane system LNG carriers. Total investment will amount

to USD 623.80 million, 75% of which (USD 467.85

million), shall come from bank loans to be funded by

CDB. This project has profound significance in ensuring

the security of the State’s energy supply and improving

the marine transportation capability of China.

�� COAL MINING

�� !"#$%&'(�� !"#$%&'()*+

�� !"#$%&'()�� !�� !"#$%&

�� !"# 1,075�� �� !"#$%&'()

30%��� !"#$%&'()*+*,-./012

2003�� !�� !"#$%&'()*+,-%.

�� !�� !"#$%&'()*'+,-.�� 

�� !"#$%&'()*+�� !"#$%&�'

�� !"#$%&'(�� !"#$%&'1,560�

���� !"�� �� !"#$%&'()*+,

�� 4,000�� �� !"#$%&'�()*��

�� !"#$%&'(

Coal is the primary energy source in China and the coal

industry is vital to the State’s economy and energy

security. During the past ten years, the Bank has con-

tributed greatly to development of China’s coal

industry, making total loans of RMB 107.5 billion to

coal projects. This figure represents 30% of the total

investments in the nation’s coal industry for that same

period. Since 2003, in light of development trends and

State policies on the coal industry, the Bank has even

more vigorously supported the coal industry growth

and modernisation, with cumulative loan commitments

of RMB 156.0 billion. The Bank has focused on large

enterprises, large production bases and large projects.

These include the State’s coal-fired power generation

projects, coal mine safety improvement, coal-bed meth-

ane development and utilization projects, and demon-

stration projects for coal resources integration and the

new coal chemical industry. During the Eleventh Five-

year period, total investment for the construction of

the State’s large coal production bases is expected to

reach RMB 400 billion. CDB, as the leading bank in this

sector, will continue to contribute to the development

of the industry.

�� !"#!$����  Shenhua Ningmei

Group Coal, Electricity and Chemical Project

�� !"#$%&13�� !"#$%&'#$()

�� !"#2006�� !"#$%&'()*+,-

�� !95�� �� !"#$%&'()*+381

�� �� !"#$�� !"#���� !"#

�� !"#$%&'()'*���� !"#$%

�� !"

Shenhua Ningmei Group is a backbone enterprise of

the East Ningxia Base, one of the 13 large coal bases of

the nation. In 2006, the Bank made loan commitments

of RMB 9.5 billion to the Group in support of its coal-

based olefin chemical project; total loan commitments

to the enterprise amount to RMB 38.1 billion. This has

given a tremendous boost to the “Number One Project”

of Ningxia J the development and construction of East

Ningxia Energy and Heavy Chemical Base, and pro-

moted the accelerated development of the Ningmei

Group in coal mining, power generation and modern

coal chemical industry.

�� !"#$%"&����� !"#$%��

Comprehensive Development of Shanxi Jincheng

Anthracite Mining Group

�� !"#$%&'13�� !"#$%&'!"#

�� !"#$%&�� !"#$%&'()*+,-

�� !"#$%&'"()#100��7��2006��
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�� !"�� !������ !"#�� !"#

�� !"

�� !"#$�LNG��� ! Guangdong
Liquefied Natural Gas (LNG) Transportation Project
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��� !"#$%&'() CTT Telecommunications
Network Construction and Restructure Project

��� !"#$%&'() CTT Telecommunications
Network Construction and Restructure Project

The Jincheng mining area is a key component of the

Eastern Shanxi Coal Base, another of China’s 13 large

coal bases and a primary source of anthracite coal

production. Shanxi Jincheng Anthracite Mining Group

ranks 7th in the top 100 mining enterprises in China. In

2006, the Bank made loan commitments of RMB 14.5

billion to the Group on an cumulative basis to enable it

to achieve comprehensive development across coal

mining, natural gas production, power generation and

coal chemical production and to build a system in the

mining area to sustain a recycling economy.

�� ! POST AND TELECOMMUNICATIONS

�� !"#$%&'()*+,�� !"#$%&

�� !"#$%&'()*+, !-�� !"#

�� !"�� !"�� !"#$%&'()*+,
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The post and telecommunications industry is one of

China’s pillar industries. It drives growth in the na-

tional economy, improves asset quality and enhances

the strength of the country. The Bank focuses on sup-

port ing leading te lecommunicat ions  dev ice

manufacturers, including Huawei Technologies, ZTE

Corporation and Datang Telecom Technology, to en-

hance their R&D capabilities, develop their proprietary

products, upgrade their technologies and equipment

and explore international markets. At the same time,

the Bank makes strong contributions to the construc-

tion and improvement of telecommunications infra-

structure and networks across China. In 2006, the Bank

made RMB 14.6 billion of medium and long-term loans

to major telecom operators in China, including China

Netcom, China Tietong and China Satcom, to support

their telecommunications network construction

projects. These loans are major catalysts in improving

the competitiveness of the telecom operators and pro-

moting their business innovation and the quality of

their services.

��� !"#$%&'() CTT Telecommunica-

tions Network Construction and Restructure Project

�� !"#$%&'�()*+,-./001(23
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In the domestic telecommunications industry, the Bank

selected China Tietong (CTT) as a funding target. CTT is

a new and strong presence in the telecom landscape,

having transformed itself from a communications com-

pany focused only on services to the railway transporta-

tion industry into a telecom operator covering both the

railway and public sectors, thanks to committed finan-

cial support from CDB in the amount of RMB 44.0 bil-

lion on an cumulative basis in the six years since CTT’s

establishment. With an average annual growth of over

30% in its operating income, CTT has become the third

largest fixed-line operator in the Chinese telecommu-

nications industry. At the end of 2006, the outstand-

ing balance of the Bank’s funding to the Group

amounted to about RMB 24.5 billion.
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�� !"#$%

Urban Railway System in Tianjin

�� !"# PUBLIC FACILITIES
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�� !"#$%&'()*+,-./01,047�� 

In recent years, within the public facilities sector, ur-

ban subway and light rail projects have developed

rapidly. As of the end of 2006, the Bank had made

total loan commitments of RMB 104.7 billion to sub-

way and light rail construction projects.

�� !"#$% Urban Railway System in Tianjin
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The high-speed railway system connecting Tianjin Mu-

nicipality and its New Coastal District (NCD) is a key com-

ponent of the latitudinal transportation hub in the T-

shaped scheme of the NCD. Along with the rapid devel-

opment of the NCD, the railway system plays an increas-

ingly important role as the logistic artery between ur-

ban Tianjin and the coastal area, in order to meet the

ever-growing flow of goods and people. This railway

system also provides solid infrastructure for the devel-

opment of the NCD. Total investment for the construc-

tion amounted to RMB 6,626 million, including RMB

3.0 billion of loans from the Bank. This railway system

construction project is now into regular operation.

�� !"#$%&'(& A New Look Everyday-Liaocheng,
the Oriental Venice in Shandong
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�� !"#$%&'(�� !"#$% PRO-
MOTING THE COORDINATION IN REGIONAL
DEVELOPMENT USING DISCIPLINED DEVELOP-
MENT PRINCIPLES
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The 5+1 Program of Liaoning Province
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The Qiqihar First Machine Tool Plant

�� !"#$%&'()*#+ PROMOTING COORDINATION IN REGIONAL DEVELOP-
MENT AND INDUSTRY RESTRUCTURING
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In order to achieve sustainable economic development,

the government has adopted a strategy to drive the

development of Western China, revitalize the old indus-

try bases of Northeast China, promote the rise of cen-

tral regions and encourage the eastern regions to take

the lead in development. The ultimate aim is to ensure

healthy and coordinated development for all regions.

In responding to the call of the State using the prin-

ciples of disciplined development and adhering to the

practice of planning ahead of action, the Bank actively

supports the development plans drafted by the relevant

authorities. The plans emphasize that development in

western regions should not only comply with the State’s

strategic plans but also facilitate the preservation of

natural resources and migration arrangements. By the

end of 2006, the Bank’s loans balances to the western

regions amounted to RMB 447.6 billion. It is pleasing

to note that these loans continue to enjoy both good

quality and good repayment records.

Globally, development banking and State planning are

often associated with high-risk schemes that produce

few tangible benefits. This is not true in China, where

we have demonstrated that good State planning and

good development banking can be synergized to pro-

duce healthier economic outcome for the people and

institutions of the target areas, together with world-

class financial performance for the Bank as the leading

lender for such projects.

The Bank has contributed significant resources to help

revitalize the northeastern regions. It helps with the

designing of development plans, as well as being the

first to propose the integration of Bohai Rim Economic

Zone of Liaoning Province into the development plan

of the Northeast China. To help revitalize the old in-

dustrial bases in Northeast China as quickly as possible,

the Bank has given technical assistance, increased fund-

ing support for infrastructure construction and helped

in promoting industrial restructuring. By the end of

2006, the Bank had disbursed special-purpose funding

to the northeastern regions amounting to RMB 188.7

billion (including RMB 81.7 billion to Liaoning Province,

RMB 61.2 billion to Jilin Province and RMB 45.8 billion

to Heilongjiang Province).

���� !"#��

The 5+1 Program of Liaoning Province
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In 2006, Liaoning Province made a major strategic de-

cision to implement the 5+1 Program, i.e. to focus on

the development of five key regions, namely Chang Xing

Island of Dalian City, Yingkou’s Coastal Industrial Base,

Jinzhou Gulf of West Liaoning, Dandong Industrial Park

and Dalian’s Huayuankou Industrial Park, plus one

coastal zone from Dalian to Huludao Island. The 5+1

Program covers an area of 375 square kilometers, with

total investment of RMB 45,443 million, of which CDB

has committed RMB 30 billion in loans. Upon comple-

tion of this program, the five regions plus one zone,

with its sea ports, transportation and logistic centers,

will become Northeast China’s gateway to the world.

�� !"#$%&�� !"#$% PROPER
PLANNING AND PROMOTION OF INDUSTRIAL
RESTRUCTURING, ENHANCE INNOVATION
ABILITY
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The fundamental solution to ensure the industrial secu-

rity and strategic interests of the State is to promote in-

dustrial development and innovation. As one of the main

facilitators of the State’s industrial development policies,

the Bank has engaged both internal and external special-

ists to conduct studies on industrial planning, industrial

integration and innovation. The Bank also supported the

rapid development of a number of innovative enterprises,

including Lenovo, Datang Telecom Technology and Chery

Automobile. In 2006, the Bank formulated 27 industry

development plans, and promoted integration of various

industries, including domestic equipment manufacturing,

electronic, semi-conductors and nonferrous metal

processing. By leveraging resources from the marketplace,

the Bank was able to channel more resources into indus-

trial development and help to establish venture capital

funds for Suzhou and the Wuhan East Lake High-tech

Development Zone. With this funding, the industry was

able to drive synergies between R&D and production and

promote innovation of key industrial technologies.

�� !"#$% Chery Automobile Co., Ltd.
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2004 was “crunch time” for the automobile industry

in China as demand plateaued and automobile
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Lending Support to CITIC Group to Acquire the Kazakhstan Oil Assets of Canada’s Nations Energy Co., Ltd.

�� !"#$%&'(�� !"# INCREASED EFFORTS IN PROMOTING INTERNA-
TIONAL COOPERATION AND SHARING DEVELOPMENT EXPERIENCES

manufacturers encountered bottlenecks in their

development. The Bank committed a loan of RMB 2.4

billion to Chery for its high-tech R&D project. The fund-

ing support from the Bank to help Chery build a na-

tional automobile brand not only satisfied Chery’s need

for funds for its rapid development, but boosted con-

fidence of the government, Chery and other domestic

financial institutions in promoting key Chinese brands.

By the end of 2006, the Bank had disbursed RMB 1.2

billion of loans to Chery on an cumulative basis. In

December 2006, the Bank and Chery concluded an

agreement which guarantees Chery an additional fund-

ing of RMB 5.8 billion during the Eleventh Five-year

Plan period to improve its R&D capabilities, increase

new product development and production capacity,

and enable it to implement its “Going Global” strategy.
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As the largest developing country in the world, China has

the responsibility to share the story of its success with

other developing countries. At the same time, the ven-

turing of large State-owned enterprises into overseas mar-

kets is the inevitable outcome of opening up China’s

economy and the globalization of the world’s economy.

In expanding international cooperation, the Bank focuses

on neighboring countries, African and Latin American

countries. In 2006, through the Shanghai Cooperation

Organization (SCO) Summit, China ASEAN Expo, Beijing

Summit of the Forum on China-Africa Cooperation and

overseas visits of the Bank’s leaders, the Bank had com-

municated with various levels of governmental agencies,

financial institutions and enterprises of these develop-

ing countries, and entered into a series of framework

cooperation agreements with them. As the chairman of

the SCO Banks Consortium, the Bank played a crucial

role in building the banks consortium framework for

cooperation. It led other member banks to sign the “Out-

line for Actions of SCO Banks Consortium Members in

Support of Regional Economic Cooperation”, winning

praise from the leaders of the SCO member countries.

In addition, the Bank organized training on financial

theories and their practical application to developing

countries. By sharing its experience in the past 12 years,

the Bank has been able to help in the development of

financial institutions in these countries and enhance their

cooperation with the Bank.

On 5th and 6th of December 2006, the Bank hosted the

Seminar-Workshop on Environmental Governance Stan-

dards (EGS) for Financial Institutions in China in joint

sponsorship with Association of Development Financ-

ing Institution in Asia and Pacific (ADFIAP) and Euro-

pean Commission. As the next grant project under the

EU-Asia Pro Eco Programme, EGS aimed to introduce to

financial institutions environmental management sys-

tems and environmental protection rating standards in

connection with project financing and loans to SMEs

and also discussed the development of environmental

protection governance tools for financial institutions.

At present, the focus of the Bank’s international coop-

eration is in the area of infrastructure construction and

energy exploration. The Bank has been involved in a

number of heavyweight projects, including: overseas

merger/acquisition projects by CNPC, Sinopec, ChemChina

and CITIC; the China-Kazakhstan Oil Pipeline; the cop-

per mining project of China Minmetals; CITIC’s acqui-

sition of the Kazakhstan oil assets of Canada’s Nations

Energy Company and the acquisition of Adisseo by

China National Chemical Group (ChemChina). To con-

trol the risk of such projects, the Bank referred to the

practice of international rating agencies, and applied

credit ratings to the borrowers as well as the borrow-

ers’ host countries before setting risk limits. By the end

of 2006, international projects supported by the Bank

numbered 105 with total a loan balance of USD 18,760

million. The quality of foreign currency assets has re-

mained excellent for 18 consecutive quarters.
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CITIC’s acquisition of the Kazakhstan oil assets of

Canada’s Nations Energy Company Limited is a major

project that implements the State’s “Going Global”

strategy. The Bank committed USD 1.8 to 2.57 billion to

CITIC, and disbursed USD 1.71 billion in December 2006.

CDB’s loans were an important factor contributing to

the success of the acquisition, a success that can increase

the scale of cooperation between China and Kazakhstan,

facilitate diversified energy cooperation between Chi-

nese and Kazakhstan enterprises, and contribute to

stronger economic ties between the two countries.
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China Minmetals and Nacional del Cobre de Chile

(Codelco) signed a cooperation agreement to mine cop-

per resources in Chile. The project, with a total invest-

ment of USD 2 billion, represents a historical break-

through in copper resource development cooperation

between China and Chile. It will enable China Minmetals

to receive a supply of 836,250 tons of copper metal over

the next 15 years. CDB, as financing advisor, lender,

corresponding bank and guarantor all rolled into one,

helped structure the financing of the project and pro-

vided USD 330 million in loans to the project.
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ChemChina is a major enterprise in the chemical in-

dustry in China. Its acquisition of 100% of Adisseo, a

France-based top animal nutrition supplement

producer, marked the first successful international ac-

quisition by the Chinese chemical industry. By drawing

on its own resources, the Bank provided to ChemChina

Euro 340 million of the Euro 400 million required for

the acquisition. The support from the Bank ensured

the successful completion of the deal on 17 January

2006 and enabled the Group to acquire new produc-

tion technologies, streamline its industrial structure and

expand its market share. The acquisition is a critical

step forward in accelerating development of China’s

methionine industry and to address the rural develop-

ment challenge in China.
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Support ChemChina  to Acquire Advanced Technologies
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The development of New Rural Communities is a task

of historical significance in China’s modernization

process. The Bank is well aware that its support to this

program is far more than mere poverty alleviation, it is

a mission to help farmers to be self-sufficient through

the development of agriculture and rural areas, thus

fundamentally improving the life of the farmers. Since

2005, by drawing on its experience in rural infrastruc-

ture construction and application of its development-

oriented financial theories, the Bank started to inject

funds into pilot urbanization regions to support the

construction of rural infrastructure and public facilities.

In 2006, loans to support the development of New Rural

Communities amounted to RMB 32.2 billion, and the

outstanding balance as at year end was RMB 77.2

billion.

In accordance with the Bank’s plan, funding support

in 2007 shall cover more than 2,000 counties under

the umbrella of the New Rural Communities initiative.

The Bank, working closely with local governments and

financial institutions and implementing proper risk

management, shall assist in the planning and driving

of county-level economic development.
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Yangling Agricultural High-tech Industries Demonstration Zone

�� !"#$%&'()*���� !"#$%&'  DRIVING THE DEVELOPMENT OF
NEW RURAL COMMUNITIES BY SUPPORTING ECONOMIC DEVELOPMENT AT COUNTY LEVEL
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The Bank has worked together with local government

and local enterprises to channel funds to farmers to help

in their production. The first batch of RMB 3 million of

loans was used to support the production and distribu-

tion of year-round, pollution-free, high quality vegetable

products. Through this project, Leping is now able to

produce more than 150 types of vegetable. This project

also reaps satisfactory social and economic benefits by

inducing 200 farming families to become part of the

new agricultural production cooperative chain, leading

to an increase in income of RMB 25,000 for each of these
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While resolutely maintaining high standards in loan

reviews and strictly adhering to the sound principles

to ensure loan quality, the Bank has strived to explore

effective conduits to support development in sectors

facing development bottlenecks.

�� !"#$%&"#$'() EXPANDED SUP-
PORT TO SMES AND MICRO-ENTERPRISES
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Qianxihe Food Group Limited, Hebei

families. In other words, RMB 3 million in loans from the

Bank, through well-planned, well-designed and well-ex-

ecuted rural development, will generate RMB 5 million

annually in increased incomes to 200 farming families.
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Qianxihe Food Group Limited, Hebei
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Hebei Qianxihe Food Group Limited is the leading mod-

ern pig slaughtering enterprise in Hebei with an an-

nual capacity of two million carcasses. It will be the

supplier of fresh pork and processed products for the

2008 Beijing Olympic Games. In 2006 when it became

operational, the Bank made a working capital loan of

RMB 25 million to the company. The Bank’s support of

Qianxihe has also driven the development of various

affiliated sectors in Nangong and the surrounding

regions, including plantation, livestock fodder

processing, veterinary hospitals & medicine, logistics

& distribution and chain stores, creating more than

100,000 jobs in the process. Once again, the Bank has

demonstrated to the world that rural development

loans can facilitate regional economic development well

producing good commercial returns.

�� !"#$%&'(

A New Countryside in Leping, Jiangxi

�� !"#$%&'(�� !"#$%&'()*�� !"#  ENHANCED SUPPORT
TO BOTTLENECKED SECTORS, INCLUDING SMES, HOUSING AND MEDICAL PROGRAMS
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In the current domestic market environment, where credit

systems are still in their infancy, loans to SMEs have his-

torically been a challenge to banks. This in turn has made

it hard for SMEs to approach banks for loans. Despite the

difficulties the Bank faced, considering the limited reach

of its branch network, it succeeded in creating a suitable

credit management model to control credit risk for loans

extended to SMEs, with the help of “external forces”. By

the end of 2006, the Bank had provided support to more

than 68,000 SMEs, individual businesses and farmers, with

outstanding loans of RMB 23.2 billion. These loans have

created 590,000 job opportunities, and for 13 consecu-

tive quarters, the collection of principal and interest has

been maintained at 100%.

In addition to direct lending to SMEs, the Bank also pro-

vided support for the development of various guaran-

tee companies, enhancing their ability to provide guar-

antee services for SMEs, indirectly leading commercial

financial institutions to increase funding to SMEs. In

2006, the Bank disbursed a cumulative total of RMB 9.3

billion of soft loans to support 154 guaranty companies.

CDB has also provided loans of RMB 1.72 billion for re-

guarantee to more than 1,000 SMEs.
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Service Framework for Small and Medium-sized

Industrial Park Enterprises of Jiangxi Province
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With the support of the Jiangxi provincial government,

the Bank has implemented a financing service frame-

work for small and medium-sized enterprises in indus-

trial parks across the province. This is intended to en- �� !"#$%&'"

Small and Medium-sized Industrial Park Enterprises of
Jiangxi Province



 40 �====��� !"�� !"#

�� !"#$%&'(

Chongqing Ganges Fruit Co., Ltd.
�� !"#$%&'()

Yijia Minority Clothing Co., Ltd.

able small and medium-sized enterprises, industrial park

governing bodies, guarantors and the Bank to form a

risk management and sharing system. This led to a

lower financing threshold for small and medium-sized

enterprises, and spurred commercial banks to follow

suit. Through this framework, the Bank has, so far,

extended loans amounting to RMB 140 million to 74

small and medium-sized enterprises in six industrial

parks, creating more than 17,000 job opportunities for

the rural population.
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Chongqing Ganges Fruit Co., Ltd.
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In supporting and assisting the rural population to con-

vert their rural land into shares of a rural cooperative and

professionally-managed corporation known as the

“Jiangjin Model”, the Bank extended loans of RMB 28

million to Chongqing Ganges Fruit Co., Ltd.. This project

basically fulfilled the needs of farmers to upgrade from a

“low level” (farmers and companies) to a “high level” (rural

cooperative and professionally-run companies). Currently,

the company has constructed model production fields

which span 46,000mu, with some 46,000 farmers join-

ing the rural cooperative. 3,000 tons of fresh fruits were

exported in 2006, generating USD 1.8 million of income.
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Yijia Minority Clothing Co., Ltd.
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Qinghai Yijia Minority Clothing Co., Ltd. is engaged in

the design, manufacture and distribution of clothing,

basic necessities and religious articles for the Muslim

community. Its business is characterized by “Small

product, Large market demand, Huge employment

opportunities”. The balance of loans by the Bank to

Yijia amounts to RMB 42 million, which, besides sup-

porting the economic development of an ethic group,

has also helped capture overseas Muslim markets, and

directly increased employment opportunities by 3,000,

delivering significant economic and social benefits.
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In 2006, the Bank achieved encouraging results in its

lending to micro-enterprises. By drawing on the expe-

rience of World Bank and KfW in managing loans to

micro-enterprises, the Bank made loans to these small
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Low-income Housing Project in Changshou District, Chongqing

businesses in the form of on-lending through three city

commercial banks in Taizhou of Zhejiang Province,

Baotou of Inner Mongolia and Jiujiang of Jiangxi

Province. By the end of 2006, loans to micro-enterprises

amounted to RMB 223 million on a cumulative basis,

which have benefited more than 4,000 micro-enter-

prises and individual businesses and achieved a non-

performing loan ratio of a mere 0.1%.
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Micro-Loan Support to an Individual Wood Materials

Business in Taizhou, Zhejiang
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A good example of thousands of successful micro-loans

financed through the Bank is the story of Li Ronghua,

from Sichuan Province, who has embarked on an ar-

duous path of entrepreneurship in Taizhou, Zhejiang.

After getting a business license to start up his wood

processing business in April 2006, he soon found him-

self borrowing from friends to fund his operations when

cashflow was low. However, as the business promptly

grew, he found the shortage of funds exceeded the

capacity of his family and friend network and his busi-

ness was almost brought to a standstill soon after it

started. In May 2006, he heard about the micro and

small enterprises loan initiative, in which CDB was

working with Taizhou City Commercial Bank. He then

made a tentative application to Taizhou City Commer-

cial Bank for a one-year loan of RMB 50,000 to pur-

chase lumber. On the second day, a credit officer from

Taizhou City Commercial Bank visited Li’s wood pro-

cessing plant to understand his operations. On the fifth

day after the application, Li received notification from

the bank and proceeded with the completion of loan

disbursement. With the loan funding, Mr. Li’s business

improved remarkably within a month.
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CDB’s mission is to strengthen the competitiveness of our

country and improve the living standards of our people.

This can take the form of good banking to one family

at a time or it can produce benefits to ten of millions of

people through a world-class project. Either way, the Bank

is there to support our people. This has enabled the

Bank to be one of the largest and most successful devel-

opment banks in the world.
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Infrastructure Construction Projects for Key Middle
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Advancement in the areas of education, housing,

medical, emergency services and environmental pro-

tection is critical to the creation and maintenance of a

harmonious society. As a government-sponsored finan-

cial institution, CDB has always been at the forefront

to respond to the needs of the people and share the

worries of the government.

In order to fulfil the State’s strategy for China to de-

velop its skills in science and education, CDB continues

to increase support to education causes every year.

Through co-operation with governmental departments

and the Department of Education, CDB actively pro-

motes the construction of infrastructure for high school

education, as well as provincial middle and primary

schools. CDB has completed loan evaluations for infra-

structure projects for a group of key high middle and

primary schools, resulting in accumulated lending of

around RMB 21.0 billion committed in 2006.
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Infrastructure Construction Projects for Key Middle

Schools in Jiangxi Province

�� !"#$%&'()*#11�� !"40��55

�� !"#$%&$'()*+, 10�� !"#$

�� !"#$%&'(�� !"#$%&'()��

�� !"#$%&'(

Through co-operation with the Department of Educa-

tion of Jiangxi Province, CDB provided funding support

of nearly RMB 1.0 billion for the construction of infra-

structure at 55 schools in 40 counties of 11 prefecture-

level cities of Jiangxi Province. This initiative proved

highly successful in enhancing the quality of local

schools and the provision of education, augmenting the

resources available to these local education institutions.

Thanks to these loans from CDB, the number of stu-

dents at school has also increased significantly.
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In Henan, Shanxi, Qinghai, Inner Mongolia, Guangdong,

Hebei and Jilin provinces, where commercial banks have

withdrawn their presence in education lending, CDB
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The People’s Hospital of Gaoyou

designed an innovative model to successfully engage in

government-sponsored education loans. Through this

model program, the Bank has made RMB 1.4 billion of

loans to 131 colleges and universities, benefiting over

300,000 poverty-stricken university students, while the

collection of principal and interest on these loans has

remained at 100%. These loans have created remark-

able social benefits such that the program and its

achievements have received special affirmation from the

State Council, together with the strong support of the

citizens and students of the affected provinces.

In order to raise funding to train migrant rural workers,

CDB worked with the Ministry of Labour and Social

Security to systematically support the construction of

training centers. With RMB 780 million of loans made

during the year, the training centers were enlarged,

up to a capacity that will enable some 100,000 addi-

tional migrant rural workers to acquire various skills

through vocational training.

In 2006, the Bank and the Ministry of Construction

entered into the Development-oriented Financing Co-

operation Agreement to Support the Building of the

Housing Security System to promote the construction

of houses for low-income earners and low-rent houses.

The RMB 11.4 billion of loans from CDB shall solve the

housing difficulties of 2.05 million low-income earners.

CDB is fully aware of the importance of its support in

the provision of infrastructure for public, rural and ur-

ban sanitation. This has enabled the provision of lower

cost medical care and treatment. It also helps to achieve

the important goal of allowing every citizen to enjoy

basic hygiene needs and health care. So far, the Bank

has made loans amounting to RMB 5.1 billion in sup-

port of the medical and health care sector.

�� !"#$ The People’s Hospital of Gaoyou
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The People’s Hospital of Gaoyou, built in the 30s of

the last century, has long been strained in meeting the

medical needs of Gaoyou and nearby cities with its

under-equipped and under-staffed conditions. In 2005

with the RMB 30 million in loans from CDB, the hospi-

tal began to construct a modern inpatient building.

The building construction has topped-out and comple-

tion is expected in 2007. At that time, a series of mod-

ern facilities and more wards will be available to serve

patients. The project shall play a crucial role in meet-

ing the medical and health care needs of the citizens.
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Cooperation with financial institutions has been a key

area of business focus for CDB in recent years. Under

the guidance and support of the People’s Bank of China,

China Banking Regulatory Commission  and local

governments, CDB gradually increased its cooperation

with all types of financial institutions. By the end of

2006, the Bank had entered into comprehensive coop-

eration agreements with more than a dozen financial

institutions, including China Construction Bank, Agri-

cultural Bank of China, Bank of Communications, China

Merchants Bank, China Post and China Reinsurance

(Group) Company. At the same time, in measuring up

to its role as a development-oriented bank, CDB was

closely involved in the restructuring of more than

twenty small and medium-sized financial institutions,

including city commercial banks, urban credit coop-

eratives and rural credit cooperatives. The Bank has

made RMB 11.0 billion of loans to support their

restructuring. CDB has put in tremendous effort to

improve financial institutions’ collective competitive-

ness and assist in the mitigation of the financial risks

faced locally, through forming a new model to partici-

pate in the reform and restructuring of local small and

medium-sized financial institutions. These efforts re-

sulted in a win-win situation for all parties involved

and were highly praised by supervisory and adminis-

trative authorities and various sectors of the society.
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CDB, following the line of thinking to plan and pre-

pare ahead, had drawn up in advance an “emergency

readiness” plan to provide emergency lending to

stricken areas in support of the government’s emer-

gency response system. The plan not only ensures ad-

equate controls over the loan approval process but also

improves the efficiency in approving emergency loans.

In 2006, CDB made about RMB 1.3 billion of emergency

loans to help the government and enterprises to allevi-

ate the impacts of disasters, including the avian flu,

Jiujiang earthquake, Daping mine disaster, typhoon Bilis

and the drought in Chongqing. These loans proved

highly valuable to people in need as they fought to

overcome the plight brought on by these disasters,

allowing them to rebuild their homes.

In response to the difficulties faced by Taiwanese enter-

prises in seeking funding in the Mainland, CDB actively

followed the State’s policies with regard to Taiwanese

enterprises and extended loans amounting RMB 6.55 bil-

lion to these enterprises in 2006, promoting the develop-

ment of economic and trade exchanges across the strait.
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In the use of our capital, lending is at the center of our

priorities. Our lending operation continues to follow

three fundamental principles:

� Rigorous commitment to supporting the government’s

infrastructure development and objective of build-

ing a harmonious society.

� Acting as a catalyst in the development of modern

financial markets in China.

� Pursuit of commercial viability to maximize our fund-

ing capacity while sustaining our franchise for the

long-term.

In 2006, the lending activities of the Bank took on new

features as a result of the Bank’s rigorous implementa-

�� !   REPORT  ON  OPERAT IONS

tion of the State’s macro-regulation policies:

� It continued to increase support to national and

local key projects and ensure an uninterrupted flow

of funds so as to prevent drastic fluctuations in the

economy.

� It made timely adjustments to the operating strate-

gies and vision of the Bank to target its resources at

the areas most in need of development in the con-

text of the whole country, and increase input in

county-level economies and top priorities, including

the building of New Rural Communities, interna-

tional cooperation, industrial integration and tech-

nological innovation.

� It channeled the investment of public funds through

syndicated loans, indirect syndicated loans, joint

loans and trusts to leverage available lending capital

so as to ensure the funding needs of the State’s key

projects and bottlenecked sectors development.

By the end of 2006, the loan balance to customers of

CDB amounted to RMB 2,014.4 billion, up by 18.2%

from the previous year. Foreign currency loans

amounted to RMB 223,996 million, representing 11%

of the year-end balance.

�� !  LENDING OPERATIONS
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�� !  TREASURY

With respect to issuing foreign currency debt securi-

ties and raising foreign currency funds, the Bank is-

sued three US dollar bond programs in China in 2006

for a total of USD 1.6 billion. The Bank has issued an

cumulative total of USD 3.73 billion of bonds in China,

and is the nation’s largest issuer of foreign currency

bonds. In May 2006, the Bank successfully organized

a USD 700 million syndicated loan, participated in

by 21 banks, including 19 foreign banks. This was

the Bank’s first syndicated loan with predominately

foreign banks. This type of syndicated financing not

only provides an effective funding option, it also dem-

onstrates the eagerness of foreign banks to take part

in our domestic US dollar syndication market. It also

reinforces the strong economic outlook of our

country.

Active efforts were also made to promote the develop-

ment of asset-backed securities (ABS) in China. In April,

2006, the Bank completed the first issue of Kaiyuan

ABS, which was the second in total, in the amount of

RMB 5.73 billon, the only ABS product initiated by any

Chinese bank in calendar year 2006. This engagement

in asset securitization not only helps the Bank improve

its own liquidity, but offers the market and investors

more financial product choices. As of the end of De-

cember 2006, the two issuances of Kaiyuan securities

backed by the Bank’s credit assets were  performing

well and experienced no defaults or losses.
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In 2006, Moody, Standard & Poors and Fitch contin-

ued to rate CDB consistent with China’s sovereign

rating. The recognition from these international rat-

ing agencies enabled the Bank to be comfortably po-

sitioned to reduce its funding costs and expand fund-

ing sources.

The Bank raises most of its funds through issuance of

debt securities in both Renminbi and foreign currencies.

With regard to Renminbi-denominated securities, the

Bank has maintained its position as the third largest

issuer in China’s securities markets. Currently, outstand-

ing debt securities of the Bank represent 20% of the

total outstanding debt securities in the Chinese inter-

bank securities market, making the Bank a major con-

tributor to its development. In 2006, in light of the

annual funding needs, the Bank issued RMB 630.0 bil-

lion of Renminbi debt securities, 1.73 times the vol-

ume of the previous year and a new record high. The

maturities of these debt securities ranged from 3

months to 30 years, enabling the Bank to better match

its assets and liabilities. The issuance of innovative float-

ing rate bonds linked to the 7 days fixed repo rate fur-

ther enriched the diversity of the Bank’s investment

products. Throughout the year, the Bank controlled its

funding costs at a low level, providing a solid base for

development of all its business lines.
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Financial advisory services have always been a major

component in the investment banking operation of

CDB. The Bank leverages financial advisory services to

identify opportunities and build its project reserves

and expand the potential for its future business

development. In 2006, the Bank made further amend-

ments to its policies, aiming to further enhance its

financial advisory services. During the year, the Bank

completed 239 advisory projects, up by 31% from the

previous year.
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China Development Bank is the first underwriter to have

qualifications to underwrite both corporate bonds and

short-term bonds. In 2006, the Bank acted as lead un-

derwriter or co-underwriter and successfully completed

the underwriting of 41 corporate and short-term bonds

for RMB 11.69 billion, an annual volume that repre-

sents an increase of 210% over the previous year. CDB

has and continues to be the Chinese market leader in

corporate and short-term bond underwriting.

Luneng Bond ’06, which the Bank underwrote as the lead

underwriter, was issued online through the exchange’s

website, the first instance a domestic corporate bond was

offered through the exchange. From offering to listing, it

took only 5 working days to complete the process online,

representing a new achievement in the integrated offer-

ing and listing of corporate bonds.
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In order to provide our customers with diversified fund-

ing services, CDB is determined to grow its investment

banking business with innovation and diligence.

�� !"� INVESTMENT ADVISORY SERVICE

�� !"�#$%&�'()*+,-.�� !"#

�� !"#�$%&'()'*+�� !"#$ 10

�� !"#$%&'(�� !"#$%&'()*+

�� !�� !"# $

The Bank follows the following principles in conducting

its treasury operations:

�  The supply of committed funds to the credit business

is guaranteed and safeguarded, the Bank should make

timely and accurate adjustments to positions and im-

prove the efficiency of fund use through money market

operations.

�  The Bank should actively involve itself in market

innovations to promote the development of the

Renminbi derivatives market.

In February 2006, CDB and China Everbright Bank com-

pleted the first interbank Renminbi interest rate swap

in the history of China, and this transaction marked

the formal establishment of China’s Renminbi interest

rate swap market. In April 2006, CDB became one of

the first 18 registered institutions authorized to en-

gage in Renminbi interest rate swaps. In December

2006, the Bank became the market maker for the do-

mestic Renminbi interest rate swap market and began

to quote 10-year buy and sell prices on Reuters and

Bloomberg to global traders for Renminbi interest rate

swaps, establishing the Bank as a trail blazer and cham-

pion of the Renminbi derivatives market.
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In response to the State’s debt-to-equity-swap strategy,

the Bank began to engage in debt-to-equity and eq-

uity investment operations in 1999. In 2006, the Bank

continued to focus on the resolution and disposal of

non-performing equity investments. The disposal of the

Bank’s equity holdings in China Petroleum & Chemical

Corporation returned RMB 553 million to the Bank. The

Bank received a total of RMB 395 million in dividends

from its equity investments, representing a return on

investment of 6.4%. Currently, the Bank has equity in-

vestments in 11 projects.
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Since 1998, the Bank has established four investment

funds:

� Sino-Swiss Partnership Fund (SSPF)

� ASEAN China Investment Fund L.P. (ACIF)

� China-Belgium Direct Equity Investment Fund   (CBF)

� Bohai Industrial Development Fund

Currently, SSPF, ACIF and CBF are delivering good

results. Bohai Industrial Development Fund was estab-

lished in 2006 to support the economic development

of the Bohai Rim region. The fund aims to raise RMB

20 billion, and in the first phase where RMB 6.08 bil-

lion was raised, CDB commited to invest RMB 1.0 bil-

lion and had contributed RMB 100 million already. In

addition, the Bank made 6 disbursements totaling USD

2.19 million to the ACIF in 2006 (accumulated contri-

butions to ACIF amounted to USD 8.67 million).

In addition, the Bank is the controlling shareholder of

Sino-Swiss Venture Capital Fund Management Co., Ltd.

(SSVC) and has acquired shares in Bohai Industry In-

vestment Fund Management Co., Ltd.
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(I) Clear risk management strategy and prudent risk

appetite - Risk management is designed and conducted

in alignment with the Bank’s vision, which is not pur-

suing short-term profits at the expense of long term

growth while balancing longer-term risk and reward

decisions to create value for the Bank and society. By

adopting a proactive approach to risk management on

the strength of enhanced risk identif ication,

measurement, monitoring and control abilities, the

Bank controls the risks taken during its business devel-

opment to an acceptable level.

(II) A risk governance framework characterized by de-

cision-making by committees - The Governor’s Council

on Risk Management heads the framework and over-

sees the Credit Risk Management Committee, Lending

Committee and Asset and Liability Management

Committee. These risk management functional depart-

ments are the execution bodies within the risk gover-

nance framework while the branches and business de-

partments are operational bodies.
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We adopt a risk control approach that centres on credit,

covers every corner of asset and liability management

activities and combines internal management and ex-

ternal oversight. By taking a series of measures, includ-

ing building bank-wide risk management systems,

streamlining business processes, innovation and im-

proving management tools and methods, the Bank has

further solidified its management of credit, market, and

operational risks to support the needs of its various

business lines.

�� !"#

KEY ATTRIBUTES OF RISK MANAGEMENT
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(III) Risk management measures and mechanisms that

enable the Bank to respond quickly to situations and

operational climate changes - By broad and close study

of studying macro economic trends and taking initia-

tives in risk management, the Bank has been able to

make forward-looking decisions in adjusting its focus

with regard to investment areas under the heavy over-

sight control of the State, and has not made any new

loans to restricted areas for the past six years.

(IV) Enhanced risk management policies and processes

- Risk management policies and processes are embed-

ded in all lines of business, particularly managing risks

associated with new products, new businesses and new

customers. The Bank has enhanced its loan appraisal

system in which independent industry specialists, for-

mally called independent credit specialists or indepen-

dent facility specialists, assess the risks, by combining

both the credit committee and facility ratings commit-

tee into a credit assessment committee. This restruc-

turing has streamlined credit appraisal of new custom-

ers as well as enhanced branches’ authority limits.

These credit policies are subject to regular scrutiny,

review and update.

(V) Advanced risk management techniques and meth-

ods - The Bank utilizes an Internal Rating-Based Ap-

proach (IRB), Risk Statistic Model, and Standardized

Approach, to respectively identify, measure, and

manage credit risk, market risk, and operational risk.

The Bank accordingly measures capital requirements.

Quarterly analyses are conducted to assess these

three risks.

(VI) Dynamic risk reporting and streamlined communi-

cation channels - The Bank monitors and reports on its

risk positions and its key risk monitoring indicators on

a continuous basis and in a dynamic manner. The Risk

Management Committee reviews the bank-wide Risk

Assessment and Analysis Report on a regular basis. The

major progress in IT system improvement has made

considerable contributions to the enhancement of risk

documentation and disclosure at the Bank.

(VII) Risk-based audit approach - The Auditing

Department, independent of any other functions, in-

stitutes periodic reviews on the effectiveness of risk

�� 2006�� !"#$%&'()#*+,-.)

���� !"#$%&'()*+,-./01�� 

�� !"# 18�� !"# 2%�� �� ! 7 �
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�� !" 0.72%��� !" 0.15�� !"

Our Bank has maintained key operating indicators in

line with an advanced peer group. The non-perform-

ing loan ratio has remained at the lowest level relative

to our domestic competitors during 2006. The non-

performing loan ratio has been maintained at below 2%

for 18 consecutive quarters. During these 18 quarters,

the non-performing ratio has been maintained at be-

low 1% for 7 consecutive quarters, an achievement in

line with international leading banks which have char-

acteristically reported non-performing loan ratios be-

tween 0.5% and 3%. At the end of 2006, total non-

performing loans were reduced to RMB 14.43 billion,

representing 0.72% of the total loan portfolio, down

by 0.15% from the previous year.

management across the bank and timely escalates dis-

semination of its audit findings to relevant depart-

ments or management. The Audit Department has

helped to strengthen the Bank’s internal controls by

identifying key risk points in the overall internal con-

trol framework, by systematically disclosing the issues

which deserve management’s attention and making

recommendations for improvement. The audit has

shifted its focus from financial to credit activities and

has established risk-based review so that audit re-

sources can be allocated more effectively to focus on

higher risk credit activities.

�� !"#

RISK MANAGEMENT PERFORMANCE
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Credit risk is the risk of loss that a borrower or a coun-

terpart may not meet its obligation in accordance with

the original contractual terms of its facility. In the de-

velopment of our credit system, we have been forward-

looking and socially-beneficient, so the Bank has:

� Developed a credit system that reduces credit risks

from the inception of a transaction

� Enhanced the double-approval system for borrower

and facility ratings

� Enhanced asset portfolio management

� Applied credit derivative concepts in risk management

� Increased efforts in implementing the Internal Rating-

Based approach under the New Basel Capital Accord

� Strengthened our early warning system and further

intensified our post-lending management processes

� Strengthened risk management over subsidiaries

�� !"#$%&'()�� !"#$%&

DEVELOPED A CREDIT SYSTEM THAT REDUCES
CREDIT RISKS FROM THE INCEPTION OF A
TRANSACTION
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The Bank establishes its market strategy and enhances

its credit process, by taking advantage of the synergy

arising from integration of key resources, including the

government, market, financing and enterprises. The

Bank has taken initiatives in building its credit system

by classifying medium and long term borrowers accord-

ing to credit quality. Through classifying borrowers ac-

cording to their creditworthiness and applying dynamic

management, the Bank has managed the creditwor-

thiness of these borrowers according to key perfor-

mance indicators so as to assist these borrowers in el-

evating their own creditworthiness. The Bank has in-

vited external professional research institutions to work

with the Bank to conduct studies on the credit risk in-

dices in 291 cities, aiming to match credit limits dy-

namically to the credit risks so as to control risks from

inception.

�� !"#$% ENHANCED THE DOUBLE-
APPROVAL SYSTEM FOR BORROWER AND FA-
CILITY RATINGS
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CREDIT RISK MANAGEMENT

�� !"# NPL RATES

�� !"# NPL BALANCES
���10�� !" In billions of RMB

0.72%
0.87%

1.21%
1.34%

1.78% 14.4
14.6

16.6

15.2

15.9
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The double-approval system, consisting of the

borrower’s rating and the facility rating, is continuously

enhanced. Higher precision in the calculation of de-

fault probability helps increase the accuracy of borrower

rating results, while facility ratings cover a much wider

scope of credit assets of the Bank.

In 2006, we have leveraged the expertise of industry

specialists to enhance our market responsiveness and

stronger risk management. The widely recognized and

commended practices adopted by the Bank in the re-

view and evaluation of potential loans by industry spe-

cialists have been further refined.

The Credit Risk Management Committee conducts quar-

terly reviews of borrower ratings and re-evaluates and

re-defines borrower credit ratings and risk limits on an

annual basis.

�� !"#$% ENHANCED ASSET PORTFOLIO
MANAGEMENT
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Asset portfolio management at the Bank has been

built on the management of risk exposure limits and

concentration risk objectives. The Bank monitors,

analyses and reports on the portfolio’s credit risk

positions on a quarterly basis. Utilizing the strength

of the existing risk limit framework applicable to in-

dustries and regions and by giving full consideration

to the servicing capacity of borrowers and the Bank’s

risk tolerance levels, the Bank has strengthened its

early warning system and further studied the meth-

ods and standards for risk limit setting based on eco-

nomic capital allocation.

�� �!"#$%&'()*+%,- APPLIED
CREDIT DERIVATIVE CONCEPTS IN RISK MAN-
AGEMENT
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By applying the concept of credit derivatives in credit

guarantees and credit ratings enhancement to mitigate

credit risks, the Bank has successfully reduced its de-

mand for capital.
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CREASED EFFORTS IN IMPLEMENTING THE IN-
TERNAL RATING-BASED APPROACH UNDER THE
NEW BASEL CAPITAL ACCORD
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With the aim of improving risk management at the

Bank, the planning for the implementation of the In-

ternal Rating-Based (IRB) approach was completed

during the year in accordance with the requirements

of the Basel II Accord. For the ultimate goal of imple-

menting the advanced IRB approach, the Bank captured

and accumulated further internal data and enhanced

the quality of its data during 2006 through dedicated

data cleansing and catch-up work performed in 2005.

In addition, the Bank invited international advisory

agencies to provide advice on advanced risk manage-

ment concepts and practices and their associated meth-

ods and tools. The Bank has been pleased with the

progress that has been achieved.
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Progress made in 2005 on borrower rating models en-

hanced the precision of risk rating at the Bank. In 2006,

the Bank enhanced the models by comparing the exist-

ing models with judgment-based credit grading tem-

plates to counter- check the results and achieve improve-

ments in both models. During the year, the Bank also

designed and implemented the credit rating criteria and

methods for sovereign and overseas borrowers, devel-

oped the credit management criteria applicable to

bottleneck sectors and SMEs, and completed the corre-

lation analysis of certain industries and an analysis of

the correlation between industries and national

economy.

�� !"#$�� !"#$%&'(

STRENGTHENED OUR EARLY WARNING SYSTEM
AND FURTHER INTENSIFIED OUR POST-LENDING
MANAGEMENT PROCESSES
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Historically, the Bank’s early warning system has always

been regarded as one of the most important tools in

good credit risk management. The Bank has established

and refined its loan collection practices to include quar-

terly forecasting, monthly reconciliation and planning,

weekly monitoring and daily implementation and fol-

low-up. For the purpose of developing early response

action, we have also intensified our dynamic forecast-

ing and risk control of asset quality to determine the

impact of various factors on asset quality, including

changes in the macro economy, government policies

as well as cash flows. Special attention has been paid

to intensify monitoring of enterprises for which there

are external indicators of risks.

�� !"#$%&'()* STRENGTHENED
RISK MANAGEMENT OVER BRANCHES
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In responding to the diversification of our business ac-

tivities and the need for county-level economic

development, by proper delegation of authority, the

Bank has progressively shifted the risk management

function forward to our branches to help transform

the branches from operational bodies into management

roles. At the same time, by drawing on our strength in

risk management practices that incorporate coopera-

tion with governments, enterprises and financial

institutions, the Bank has extended its risk manage-

ment from large and medium-sized cities to counties

across the country and to all countries and regions

where the Bank operates.
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Market risk is the risk of loss caused by changes in prices

of financial instruments, principally influenced by in-

terest and foreign exchange rates or a change in avail-

able liquidity. Market risks faced by the Bank mainly

include interest rate risks, currency risks and liquidity

risks. From April 2005, the risk management middle

office, with bank-wide market risk management as its

pivotal focus, has grown from nothing to a major

presence, from a crude framework to a sophisticated

system, and has completed its transformation from a

simple function focusing on risk measurement to a key

component that probes into the inner relationship be-

tween risks, accounting and capital management. The

�� !"#

MARKET RISK MANAGEMENT
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In 2006, our Bank has pilot run our proprietary loan

pricing model to determine interest rates for lending,

and continued to work on and refine this model. In

addition, the Bank has and continues to study various

internationally advanced models on interest rate risk

management, including models for simulating net in-

terest income, economic value, and value at risk. At

the same time, our Bank has made efforts to improve

its ability to use interest rates as to adjust the demand

and supply of funds and risk-based returns.

�� ! CURRENCY RISK
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Currency risk is the risk of loss arising from the fluctua-

tion of exchange rates. The Bank controls its currency

risk by primarily adopting a matched financing policy.

For mismatched risk exposures and exposures not fully

hedged, the Bank takes the initiative to use adequate

market instruments, including forwards, swaps and

other financial products, to effectively hedge and con-

trol our open positions against currency risks arising

from fluctuation of foreign exchange rates in the

market.

�� !" LIQUIDITY RISK
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Liquidity risk is the risk that the Bank is unable to fund

its current obligations and operations in the most cost

efficient manner. Our primary funding source is the

domestic bond market. Changes in the government’s

Bank's market risk management practices, authority

delegations and credit limit management have achieved

significant progress during the year.

�� ! INTEREST RATE RISK
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Interest rate risk is the risk of loss arising from changes

in the level of interest rates or changes in the shape of

yield curves that could adversely affect the market value

of financial instruments or future earnings of CDB. The

interest rate risks the Bank is exposed to are assessed

from the interest and the market value perspectives

using a number of methods, including re-pricing gap

analysis, net interest income sensitivity analysis, dura-

tion gap analysis and market value sensitivity analysis.

The management of interest rate risk of the trading

book is achieved through mark-to-markets, exposure

analysis and cost benefit analysis. On a periodic basis,

we prepare risk monitoring reports for our manage-

ment to gain an accurate understanding of our risk

position. The Bank adjusts its debt maturity structure

to align it with its asset maturity in order to reduce

mismatching between assets and liabilities and main-

tain a consistent movement between lending and bor-

rowing interest rates. At the same time, the Bank en-

gages in swap transactions to achieve maximization of

net interest spread where appropriate.
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Operational risk is the risk of loss arising from failed

internal control process on systems, human factors,

and/or external events. In recent years, the Bank has

focused its efforts in operational risk management on

the following seven elements:

� Internal policy risk � Regulatory risk

� Legal risk � Settlement risk

� IT system risk � Employee risk

� Reputation and other external risks

Operational risk management has continuously

strengthened at the Bank through various means and

methods, including strengthening internal controls,

recruitment of qualified and competent human

resources, focusing on operational compliant and regu-

lar assessment. In 2006, the Bank refined its bank-wide

network system, upgraded the system’s security and

efficiency, and introduced the PIO management tool

to increase management and oversight of outsourcing

suppliers.

We have also set up the Public Oversight Office. For

the purpose of preventing and reducing irregularities

and illegal activities that may potentially occur during

different phases of the loan process, the Bank has made

it known to the market through public media that the

origination and use of its loans are subject to the pub-

lic oversight and a hotline has been set up to receive

misconduct reporting. The Bank also leverages social

forces to strengthen its ability to manage and control

risks by working closely with local discipline inspection

supervision joined and audit authorities. It has set up

joint oversight processes and joining with them to con-

duct inspection and supervision on lending projects.

monetary policies and market expectations of interest

rates are all important factors that could adversely af-

fect our key funding source. Efficient and accurate plan-

ning plays a critical role in our liquidity management.

The Bank has set up a liquidity risk management indi-

cator system centered on maximum cumulative out-

flow (MCO) to achieve matching of assets and liabili-

ties and improve the efficient use of funds.

�� !"#

OPERATIONAL RISK MANAGEMENT



 56 �====��� !"�� !"#

�� !"#   OTHER  SUPPORT  OPERAT IONS

2006���� �� !"#$%��� !"#$%

���� �� !"�� !"�� !"#$%&'

�� !"

� �� !"#$%&'()*�� !"#$%&'(

�� !"#$%&'()��� !"#$%&��

�� !"#$%&'��� !"#$%&'(

� �� !" #$%&'()*�� !"#$%&

���� !"#$%&'()*+,-���� 

�� !"#$%&'()

� �� !"#$%&'()�� !"#$�� !

�� 

In 2006, the Bank articulated its IT development objec-

tives in clear terms, i.e. to develop its information tech-

nology so as to enable full support of the Bank’s op-

erations in treasury, credit, asset management, bank-

wide risk management, internal operations, human

resources and financial cooperation. The Bank has:

� Further expanded the coverage of the application

systems and further enhanced the overall integra-

tion of the IT system. Major efforts in this area

include: advancing the implementation of the man-

agement accounting system, enhancing integration

of the credit business system, and refinement of the

functionality of core banking system.

� Achieved milestones in its infrastructure construction,

while the bank-wide data centers project took shape.

The construction of the two disaster recovery cen-

ters in Shenzhen and Beijing were launched

simultaneously. The processing capacity and secu-

rity of the IT system have been significantly improved.

� The Bank continued its efforts to explore and ad-

vance its outsourcing reform. It continued to expand

the scope of outsourcing and achieved pleasing

improvement in the quality of outsourced services.
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In 2006, the Bank continued to seek improvements in

its organizational structure. The Qingdao Representa-

tive Office was upgraded and re-badged as the Qingdao

Branch, and the establishment of the Ningbo Represen-

tative Office received approval from regulatory

authorities. The upgrade of branches will enable the Bank

to better support local economies and their social

development. In light of its business development needs,

the Bank also set up new branches and R&D centers.

Efforts were made to accelerate the setup of functional

departments in 2006, including those designed to drive

county-level economic development and international

cooperation. Dedicated teams were set up to focus on

work relating to county-level economic development,

and more than 400 people were selected to join force

with youth volunteers from the Communist Youth

League Committee to go to counties and villages and

work with county governments to help the economic

development at the county level. Dedicated task forces

were set up at the Head Office and branches to focus

�� !"  IT DEVELOPMENT
�� !"#$%&

ORGANIZATION AND EMPLOYEES
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on international cooperation, and more than 100

people have been selected to go abroad to facilitate

those efforts.

The Bank continued to explore ways for broadening

the career path of its people. The Bank also maintained

the practice of secondment between the Bank and

government agencies, business enterprises and public

institutions and research institutes at home and abroad

to broaden the vision and increase the experience of

its people. Human resource management reform was

further deepened with a focus on innovation-driven

performance assessment to provide incentives to tap

the innovative potential of all our staff.
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In 2006, the Bank continued to introduce innovations

and advanced international practices to improve its

training. The Bank established cooperation ties with

10 institutes in Canada, UK, Germany and Switzerland,

and joined the World Bank’s GDLN global training

network. During the year, 372 off-job training ses-

sions at home and abroad were organized for 10,986

participants; on average, every CDB staff member re-

ceived 15.72 days of training. In addition, online train-

ing added 4,000 mandays of training through the

online training platform of the Bank. These efforts en-

abled the Bank to successfully improve its people’s

knowledge, enhance their technical skills and build a

stronger reserve of skilled interdisciplinary talent, which

in turn helped drive business innovation and develop-

ment of the Bank.

In order to promote the concepts of development-ori-

ented financing, the Bank made strong efforts to en-

hance participation in the development-oriented finan-

cial market and promote the popularity of finance

across all strata of the society, including workshops

and symposiums for local government leaders, off-job

training conducted by branches to county-level lead-

ers and clients and training to staff members and vol-

unteer participants. In 2006, the Bank’s promotion of

and training on development-oriented financing cov-

ered the local government clients of all 1,964 of the

nation’s counties, which proved significantly benefi-

cial to the Bank’s business development.

With regard to international cooperation, the Bank held

high-level policy workshops and business training ses-

sions for 120 participants from 31 countries by gov-

ernment officials, senior executives of financial institu-

tions and key business managers and operators in 2006.

Through these exchanges, the Bank shared insights

and improved mutual understanding, which paved a

solid ground for the Bank to engage in international

cooperation.
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�� !   F INANC IAL  REV IEW

2006���� !"#$%&'()*+,-�� !"21.4%��� !"#$%&'()*+,-./01��

�� !"#$�� !"#$%&�� !"#$%&'()*+,-

�� !"#$%&'()*#$+�� !"#$%� !"&'(� )*+,-.�� !"#$%&!'(

�� !"#�� !"#$%&'()*+,�� !"#$%&'()�� !"#$%&'�()*+,-.

���� !"#$%&'()*+,

�� !"#$%&'()*+,-./0%&1�� !"#�� !"#$ %&2006�� !"#$%&'(

�� !"�� !"#$%&'()�� !"�� !"#$%&'()*+,-.*/0123456789:

�� !"#$%&'()*��+ !",�� !"#$%&'()�� !"#$ %&'()*+,-./

�� !"#$%&'()*+,-.&)/012�� !�� !"#$%&'()*+,-./&01234

The Bank maintained good asset growth momentum during 2006. The 21.4% increase in net profit is a solid

proof of our strong assets quality and healthy spread combined with our tight cost control. This is also reflected

in the encouraging results of our key financial ratios.

Our primary source of revenue is net interest income, which is essentially the difference between interest income

earned on loans and interest expense incurred on our debt. As the interest rate framework established by the

PBOC is strictly followed, the Bank has limited risk exposures to sudden changes in domestic interest rates. To

effectively manage our foreign currency interest rate risk, we have entered into interest rate swap contracts with

other financial institutions to provide economic hedge for the risks we are currently exposed to.

Other sources of revenue mainly include fee and commission income, net trading income, dividend income and

gains on investments. During 2006, we had significant growth in fee and commission income as a result of our

continued success with our asset management services. We believe our asset management business will continue to

thrive and become a major source of income in the future. The net trading income consists mainly of net gains from

derivative transactions, whose purpose is to hedge our market risks. Dividend income and gains on investments are

principally related to equity investment holdings that were acquired through debt-to-equity swaps at the direction

of the PRC government a few years ago. In recent years, the Bank had sold some equity investments in order to

reduce the holdings.

��  OVERVIEW
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2006�� �� !"#$%&'( 402�� � 2005�� !"# 73�� �� 22.3%��� !"#$%

�� !"#$%&'(�2005�� 17,318�� !"2006�� 20,176�� �� !"2006�� !"

�� !"#�� !"#$%&'()*+,-./01�� !128�� �� 31.9%��� !"#$%&

�� !"#$%&'(!)*+,-./01-.$%&'123456789:;+*<=1>?@

�� !"#$%&'()2006�� !"#$ %&'"#()*+,-�� �� !"#$%&'()* +

��� !"#$%&'()*+,-.#/01

2006�� !"#$%&'()�� !"#$%&37�� !"#$%2005�7�21���� !"#$%&'(

�� !"#$%�� !"#$%&'()*+,-./01"2�� !"#$%&'(�� !"#$%&'()*

�� !"#$%&'( )*+,�� 

2006 2005 �� �� ��%�

�� ! 116,113 92,765 23,348 25.2%

�� ! (63,143) (52,606) (10,537) 20.0%

�� !"# 52,970 40,159 12,811 31.9%

�� !"#$%&' 1,861 887 974 109.8%

�� !"�� 2,154 (1,329) 3,483 (262.1%)

�� ! 395 522 (127) (24.3%)

�� !"�� 400 529 (129) (24.4%)

�� ! (8,343) (6,737) (1,606) 23.8%

�� !"�#$%&' (3,929) (1,334) (2,595) 194.5%

�� !"�� (5,266) 197 (5,463) (2,773.1%)

�� ! 40,242 32,894 7,348 22.3%

�� (12,590) (10,111) (2,479) 24.5%

�� 27,652 22,783 4,869 21.4%

�� !"#

�� !

2006 2005 Change Change (%)

Interest income 116,113 92,765 23,348 25.2%

Interest expense (63,143) (52,606) (10,537) 20.0%

Net interest income 52,970 40,159 12,811 31.9%

Net fee and commission income 1,861 887 974 109.8%

Net trading income 2,154 (1,329) 3,483 (262.1%)

Dividend income 395 522 (127) (24.3%)

Gains on investment securities, net 400 529 (129) (24.4%)

Operating expenses (8,343) (6,737) (1,606) 23.8%

Impairment losses on loans and receivables (3,929) (1,334) (2,595) 194.5%

Other expenses, net (5,266) 197 (5,463) (2,773.1%)

Profit before tax 40,242 32,894 7,348 22.3%

Income tax expense (12,590) (10,111) (2,479) 24.5%

Net profit 27,652 22,783 4,869 21.4%

RMB in million

EARNINGS
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In 2006, the Bank’s pre-tax earnings reached a record of RMB 40.2 billion, up by RMB 7.3 billion, or 22.3% from

2005. The increase in pre-tax earnings was principally due to the growth in our loan book from RMB 1,731.8

billion in 2005 to RMB 2,017.6 billion in 2006 and our continued asset quality strength, which directly leads to

the increase in net interest income by RMB 12.8 billion, or 31.9% from 2005. The net fee and commission income

principally arising from asset management services and net trading income arising from derivative transactions

have also contributed positively to the pre-tax earnings.

In 2006, the Bank’s net income from dividends and gains on investment securities decreased as the Bank continued

to dispose certain debt-to-equity swaps. There were also higher impairment provisions on certain equity

investments.

Other expenses have significantly increased in 2006, which is caused by the exchange loss of RMB 3.7 billion. From

21 July 2005, the PBOC introduced a managed floating exchange rate system to allow the value of the RMB to

fluctuate within a regulated band based on market supply and demand and by reference to a basket of currencies.

The Bank's foreign currency positions are mainly denominated in USD, and the new PBOC currency policy has

contributed to the Bank's exchange loss.

2006�� !"#$%&'�() 214�� �� 24%��� !"#$%&'()*+,-�� !"#$%

�� !"�� !"#$2006�� !"#$%&'�� ! 4� 28�� 8� 19�� �� !"#$%&'(

�� !"�� !"#$%&'()*+,-#./0�� �� !" 2005�� 509�� !"# 2006��

1,454�� �� !"#$%&'()

�2005�� !�� !"#$%&20%��� !"#$%&'()*+,-./0123415,415�� !"

19,040�� 

2006 2005 �� �� ��%�

�� !

�� 110,644 89,256 21,388 24.0%

�� ! 196 87 109 125.3%

�� ! 2,250 2,250 - -

�� !"#$��%&'( 264 220 44 20.0%

�� ! 2,550 948 1,602 169.0%

�� 209 4 205 5,125.0%

�� 116,113 92,765 23,348 25.2%

�� !

�� !"#$ ! 56,544 46,317 10,227 22.1%

�� !"#$%&' 3,908 4,215 (307) (7.3%)

�� !"# 2,453 2,054 399 19.4%

�� !"# 166 9 157 1,744.4%

�� 72 11 61 554.5%

�� 63,143 52,606 10,537 20.0%

�� !"# 52,970 40,159 12,811 31.9%

�� !"#

�� !"#
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Interest income on loans to customers increased by RMB 21.4 billion, or 24% in 2006, which is in line with the

increasing loan portfolio during the year. Under the central government's macro-economic policy, the PBOC

raised the bench-mark interest rates twice during year 2006 (on April 28 and August 19 respectively), which also

contributed to the increase in interest income. In addition, the overall rise in USD interest rates in the international

market also enhanced the returns on foreign currency loans. Besides, the investment portfolio sharply increased

from RMB 50.9 billion in 2005 to RMB 145.4 billion in 2006, which also contributed to the interest income

increase.

Compared with 2005, total interest expense increased by 20%, which was mainly due to the increase in volume of

our bonds in issue from RMB 1,541.5 billion to RMB 1,904.0 billion during the year to fund our loan portfolio's

increase.

2006 2005 Change Change (%)

Interest income

Loans to customers 110,644 89,256 21,388 24.0%

Loans to banks 196 87 109 125.3%

Cinda bonds 2,250 2,250 - -

Balances with the PBOC and other banks 264 220 44 20.0%

Investment securities 2,550 948 1,602 169.0%

Others 209 4 205 5,125.0%

Subtotal 116,113 92,765 23,348 25.2%

Interest expense

Debt securities in issue and subordinated debts 56,544 46,317 10,227 22.1%

Borrowings from other banks and governments 3,908 4,215 (307) (7.3%)

Due to customers 2,453 2,054 399 19.4%

Deposits from other banks 166 9 157 1,744.4%

Others 72 11 61 554.5%

Subtotal 63,143 52,606 10,537 20.0%

Net interest income 52,970 40,159 12,811 31.9%

RMB in million

NET INTEREST INCOME
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�� !"#$%&'()*��+�� !"#$%&'()*+,-./0�� !"#$%&'�()*+,�

�� !�� !"#$%&'()�� !"#$%&'()*+,-./01�� 2006�� !"#$%22

�� �� !" 2005�� !"#$ 13�� !"#$%

Net trading income is mainly generated from derivative transactions. To provide economic hedge for our market

risks, the Bank entered into various derivative contracts like currency swap, currency forward, interest rate swap

and others. Along with the market interest rate change, and RMB appreciation during the year, the Bank has

recorded net trading income of RMB 2.2 billion in 2006 compared to net trading loss of 1.3 billion in 2005.

2006 2005 �� �� ��%�

�� !

�� ! 768 616  152 24.7%

�� !" 457 343 114 33.2%

�� !"#$ 183 178 5 2.8%

�� 179 84 95 113.1%

�� 174 114 60 52.6%

�� !"#$ 5,819 4,840 979 20.2%

�� 763 562 201 35.8%

�� 8,343 6,737 1,606 23.8%

�� !"#

2006�� !"#$% 2005�� ! 23.8%��� !" 83�� �� !"#$%&'()*+,-.&'/

�� !"#$%&'�� !"# $%&'()*+,-./0123456�� �� !"#$�� !"#

�� !"#$%�&'()*+,-.

�� !"�� NET TRADING INCOME

�� !"#$%&'()*+,9.74�� �� !"#$%&'()�� !"#2006�� !"#$%&'(

�� !"#$%&'()*+,- !+,%./012345(6�� !"#$%&'()*+,-6.83��

�� 17.28�� 

Net fee and commission income increased by RMB 974 million, which more than doubled  the figure of prior year.

Along with the Bank's expansion strategy in asset management services through loan syndication and participation,

credit related net fee  and commission income increased from RMB 683 million to RMB 1,728 million.

�� !"#$%&' NET FEE AND COMMISSION INCOME

�� !



 63China Development Bank          ANNUAL REPORT 2006

Operating expenses were up by 23.8% to RMB 8.3 billion in 2006. This increase was largely driven by increases in

business tax and surcharges, which were directly related to increases in our revenue. The increase of travel

expenses and occupancy expense are in line with our business expansion in rural areas, and our preference to

lease rather than own our operating assets. Operating expenses were well controlled by our management and

properly contained within the approved budget.

2006 2005 Change Change (%)

Operating expenses

Staff costs 768 616  152 24.7%

Administration expenses 457 343 114 33.2%

Depreciation and amortisation 183 178 5 2.8%

Travel expenses 179 84 95 113.1%

Occupancy 174 114 60 52.6%

Business tax and surcharges 5,819 4,840 979 20.2%

Others 763 562 201 35.8%

Total 8,343 6,737 1,606 23.8%

RMB in million

OPERATING EXPENSES

�� !"�� OTHER EXPENSES, NET

�� !"#$%&'()*�� !"#$%&'()*+,�� !"#$%&37�� !"#�� !"#$

�� !"#$%&'()*+,-./01�� !"#$%&'()�� !

Other expenses principally comprise the exchange loss. Due to the appreciation of RMB against USD, the Bank

recorded an exchange loss of RMB 3.7 billion this year. This foreign currency translation loss was partially offset

by the gain on the foreign currency derivative financial instruments included under net trading income.
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2006 2005 �� �� !(%)

�� ! 2,314,267 1,898,699 415,568 21.9%

�� ! 2,022,630 1,735,791 286,839 16.5%

- �� 2,014,441 1,704,427 310,014 18.2%

-�� ! 3,123 27,399 (24,276) (88.6%)

-�� ! 5,066 3,965 1,101 27.8%

�� !"�� 100,060 100,610  (550) (0.5%)

�� ! 145,357 50,882 94,475 185.7%

�� ! 2,156,088 1,768,189 387,899 21.9%

�� !"#$%&' 60,966 66,196 (5,230) (7.9%)

�� ! 1,863,739 1,501,195 362,544 24.2%

- �� !"# 1,841,240 1,476,268 364,972 24.7%

- �� !"# 22,499 24,927 (2,428) (9.7%)

�� ! 40,308 40,301 7 0.0%

�� !"#$ 158,179 130,510 27,669 21.2%

�� ! 50,000 50,000 - -

�� !"#

FINANCIAL POSITIONS

�� !

2006 2005 Change Change (%)

Total assets 2,314,267 1,898,699 415,568 21.9%

Loans 2,022,630 1,735,791 286,839 16.5%

- loan to customers 2,014,441 1,704,427 310,014 18.2%

- loan to banks 3,123 27,399 (24,276 ) (88.6%)

- interest receivable 5,066 3,965 1,101 27.8%

Cinda bonds, net 100,060 100,610  (550 ) (0.5%)

Investment securities 145,357 50,882 94,475 185.7%

Total liabilities 2,156,088 1,768,189 387,899 21.9%

Borrowings from other banks and governments 60,966 66,196 (5,230 ) (7.9%)

Debt securities in issue 1,863,739 1,501,195 362,544 24.2%

- bonds issued in domestic market 1,841,240 1,476,268 364,972 24.7%

- bonds issued in overseas market 22,499 24,927 (2,428 ) (9.7%)

Subordinated debts 40,308 40,301 7 0.0%

Total owner’s equity 158,179 130,510 27,669 21.2%

Paid-in capital 50,000 50,000 - -

RMB in million
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At the end of 2006, total assets of the Bank amounted to RMB 2,314.3 billion, up by 21.9% from 2005. Our

outstanding loan balance, which comprises the majority of our assets, has maintained a steady increase of 16.5%

compared to 2005. Lending operation is the core of our business activities. It is our strategy to grow the loan

portfolio within the guidelines of the PRC government. In 2006, we made further rationalization to our industry

allocation within our loan portfolio and maintained healthy growth in our lending operation.

In addition to the increase of loan portfolio, investment securities increased sharply from RMB 50.9 billion to

RMB 145.4 billion. At the end of year 2006, the investment securities accounted for 6.3% of total assets,

constituting the second largest category in our asset portfolio. Half of these investments are classified as

“available for sale”. These investments were being used to adjust our treasury position.

��2006�� �� !"#$%&'(23,143�� �2005�� !21.9%��� !"#$%&'()2005

�� !16.5%��� !"#$%&'()* !+�� !"#$%&'()*+,"-./2006���� !

�� !"#$%�� !"#$%&'()*+,�� !"#�$%&'()$*+,-./�� !"#$%

�� !"#$

�� !"#$%&'(�� !"#509�� !"#$1,454�� �� 2006�� �� !"#�$6.3%��

�� !"#$%&'(�� !"#$�� !"#�� !�� !"#$%"&'()*+,-!./01

2006 ���%� 2005 ���%�

�� !"#$%& 49,950 2.2% 28,246 1.5%

�� �� 1,995,127 86.2% 1,711,997 90.1%

�� !"�� 100,060 4.3% 100,610 5.3%

�� ! 145,357 6.3% 50,882 2.7%

�� 23,773 1.0% 6,964 0.4%

�� 2,314,267 100% 1,898,699 100%

�� !"#

2006 Composition (%) 2005 Composition (%)

Cash and balances with banks 49,950 2.2% 28,246 1.5%

Loans, net 1,995,127 86.2% 1,711,997 90.1%

Cinda bonds, net 100,060 4.3% 100,610 5.3%

Investment securities 145,357 6.3% 50,882 2.7%

Other 23,773 1.0% 6,964 0.4%

Total 2,314,267 100% 1,898,699 100%

RMB in million

�� !

ASSET STRUCTURE
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2006���� !"#$% 21,561�� �� !"#$%& 3,879�� �� 21.9%��� !"#$%&'

�� !"#$%&'()#*+,�� !"#$%&'()*��2006�� �� !"#$%&'19,040�

��� 2005�� 23.5%��� !"#$%&'()*+,-#$"./012

2006 ���%� 2005 ���%�

�� ! 1,863,739 86.5% 1,501,195 84.9%

�� ! 40,308 1.9% 40,301 2.3%

�� !"#$%&' 60,966 2.8% 66,196 3.7%

�� !"#$ % 164,810 7.6% 144,718 8.2%

�� ! 26,265 1.2% 15,779 0.9%

�� 2,156,088 100% 1,768,189 100%

�� !"#

Total liabilities at the end of 2006 amounted to RMB 2,156.1 billion, up by RMB 387.9 billion or 21.9% from the

prior year. While our principal source of funding is the issuance of bonds in domestic and overseas capital markets,

borrowings from other banks and governments serve as supplemental sources of funding. Total bonds outstanding

increased to RMB 1,904.0 billion at the end of 2006, or 23.5% from 2005. This increase was mainly driven by our

loan growth during the year.

�� !" CAPITAL ADEQUACY RATIO

�� !"#$%&'() *+,-./012 3456789:�� !"#$%&'"#()*+,-8%�

2006���� !"#$%&'()�� !"#$%&8.05%�2005�9.15%���� !"#$%&'()*+

�� !"#$%&�� !"#$%&'()*+,-. /0123�� !"#$%&'()*+,-./0

�� !"#$%&'

2006 Composition (%) 2005 Composition (%)

Debt securities in issue 1,863,739 86.5% 1,501,195 84.9%

Subordinated debts 40,308 1.9% 40,301 2.3%

Borrowings from other banks and governments 60,966 2.8% 66,196 3.7%

Due to other banks and customers 164,810 7.6% 144,718 8.2%

Other liabilities 26,265 1.2% 15,779 0.9%

Total 2,156,088 100% 1,768,189 100%

RMB in million

LIABILITY STRUCTURE

�� !
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Despite the increase in impairment provision recognised in the income statement from RMB 1.3 billion to RMB 3.9

billion due to lending business expansion, the Bank’s earnings were not negatively affected, which reflects the

underlying strong asset quality and healthy spread on interest income during the continued expansion of our

business.

�� !���� !"�� !"�� !"13�� !"39�� �� !"#$%&'()*+�� !"

�� !"#$%&'()*+,�� !"#$%&'()*+,-

It is the Bank’s objective to maintain sufficient capital to absorb unexpected losses and meet its obligations. The

minimum capital adequacy ratio of 8% is recommended under the BASEL II Accord. At the end of 2006, our

capital adequacy ratio decreased to 8.05% (2005: 9.15%), computed based on the current guidelines established

by the PBOC. The decrease of capital adequacy ratio was attributable mainly to the significant increase of

outstanding loans while the owner’s equity has not significantly changed except for profit accumulation and

appropriation. The Bank has already considered its capital needs in conjunction with its future plan.

EARNING CAPABILITY

2006 2005

Return on average Assets (ROA) 1.31% 1.31%

Return on average Equity (ROE) 19.16% 19.15%

2006 2005

�� !"#$(ROA) 1.31% 1.31%

�� !"#$%$&(ROE) 19.16% 19.15%

�� !
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PricewaterhouseCoopers China Limited

Clarendon House
2 Church Street
Hamilton, Bermuda

�� !"#$%&'�

�� !"#$%&'()*+�� !"#�� !"#�� 2006� 12� 31�� !"#$2006�� !"#$

�� !"#$%&'()*%+�� !"#$%&'()

�� !"#$%&'(

�� !"#$%&'()*+,-$./01$23456789:;<�� !"#��� �� !"#$%

�� !"#$��%&'�()*+,-!.�� !"#$%&'()*+,-./0123,"��� !"

�� !"#$��� !"#$%&'&(

�� !"#

�� !"#$%&'()* +,-./01(2343'(567 �� !"#$%&'()*+,-$%./0

�� !"#$%&'()*+,-./0�� !"#�$%&'(�)*+,-./012)3456789:

�� !"#$%��&'(�� !"#$%&'()*+,-$./0�� !"#$%&'��(")*+�

�� !"#$%&'()*+,-./0%-12*345�� !"#$%&'(�� !"#$%&'()*

�� !"#$%&'(�� !"#$ %&'�� !"#$%&'()* +,-./012�� !"#$

�� !"#$%&'()*+,-./%&0&)1!,2�� !"#$%&'()$*

�� !"�� !"#$%&'()*�� !�� !"#$%&'()*+

�� !

�� !"�� !"#$%&'()*+,#-./ 01234�� !"#$%&'()*+2006�12�31

�� !"#$% 2006�� !"#$%&'()*

�� !

2007 � 2 � 25 �

�� !"#$
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�� !"#�$%& !"#'()*+,

����� �� !"��� 

�� !"#

2006�� !"
�� !"#$%�� !"#$%&'()

�� 2006 2005

�� ! 5 116,113 92,765

�� ! 5 (63,143) (52,606)

�� !"# 5 52,970 40,159

�� !"#$% 6 2,074 938

�� !"#$% 6 (213) (51)

�� !"#$%&' 6 1,861 887

�� ! 7 395 522

�� !"�� 8 2,154 (1,329)

�� !"�� 18 400 529

�� ! 9 (8,343) (6,737)

�� !"�#$%&' 16,17 (3,929) (1,334)

�� !"�� 10 (5,266) 197

�� ! 40,242 32,894

�� 11 (12,590) (10,111)

�� 27,652 22,783
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�� !"#

2006 � 12 � 31�� !"#
�� !"#$%�� !"#$%&'()

�� !"#�$%& !"#'()*+,

�� !"#$%&'2007�2�25�� !

����� �� !"��� 

 �� 2006 2005

��

�� !"#$%&'( 12 46,221 25,542

�� !"# 13 3,729 2,704

�� !"# 385 500

�� !"#$%&� !"'(#)

�� !"#$%& 15 18,124 855

�� �� 16 1,995,127 1,711,997

�� !"�� 17 100,060 100,610

�� !

�� !"#$ 18 85,241 49,977

�� !"#$% 18 26,278 905

�� !"# $%&' 18 33,838  -

�� !"�� 19 2,672 2,672

�� !"#$ 20 2,004 1,937

�� ! 588 1,000

�� ! 2,314,267 1,898,699

�� !"#$%

��

�� !"# 9,500 7,865

�� ! 21 155,310 136,853

�� !"#$ 7,201 -

�� !"#$%&' 22 60,966 66,196

�� !"#$%&� !"'(#)

�� !"#$%& 15 1,560 1,458

�� ! 23 1,863,739 1,501,195

�� ! 24 40,308 40,301

�� ! 25 17,504 14,321

�� ! 2,156,088 1,768,189

�� !"

�� ! 26 50,000 50,000

�� ! 26 135 -

�� 27 34,989 7,266

�� ! 73,055 73,244

�� !"#$ 158,179 130,510

�� !"#$%&' 2,314,267 1,898,699
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 72 �====��� !"�� !"#

�� !"#

2006�� !"#$
�� !"#$%�� !"#$%&'()

�� !"#�$%& !"#'()*+,

����� �� !"��� 

�� 2006 2005

�� !"#�� !�� !"

�� ! 40,242 32,894
�� !�

�� !"�#$%&' 16,17 3,929 1,334
�� !"#$%&'()*+ 10 1,269 222
�� !"#$% 18 108 573
�� !"#$% 18 (508) (1,102)
�� !" 9 183 178
�� !"#$%& 896 563
�� !"#$% 590 531
�� ! 7 (395) (522)

�� !"#$%�

�� !"#$%& (2) -
�� !"# 115 (500)
�� !"#$%&� !"'(

�� !"#$%&'( (17,199) 1,304
�� ! 24,276 (26,075)
�� (311,544) (297,854)
�� ! 759 2,862
�� ! (157) 697
�� !"# 1,635 7,121
�� ! 18,457 40,918
�� !"#$ 7,201 (3,006)
�� !"#$%&� !"'(

�� !"#$%&'( 102 1,120
�� ! 449 3,643

�� !"#$ (10,998) (6,235)
�� !"#$%&"'() (240,592) (241,334)

�� !"#�� !�� !"

�� !"#$%&'( (246,553) (78,098)
�� !"#$%&'( 149,009 74,489
�� !"#$ 395 522
�� !"#$%&"#'()*+ (207) (194)
�� !"#$%&"#'()*+ 9 43
�� !"#$%&"'() (97,347) (3,238)

�� !"#�� !�� !"

�� !"#$%&'() 702,953 392,648
�� !"#$%&'() (347,118) (147,563)
�� !"#$%&'()* 355,835 245,085

�� ��!"#$%&' 17,896 513

�� !" !#$%&' 31,926 31,413

�� !" !#$%&' 14 49,822 31,926

�� !"#$%&

�� !" 115,166 94,457
�� !" (59,821) (48,240)

�� !"#$%&'()'*+�

�� !"#$%&' 18 - 795
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

1 �� !"��#$

�� !"#�� !"�� !"�� !"#$%&�� !"�� !"�� !"#$%&'()*�� 1994

� 7 � 1 ���� !"#$��� !"#$%&'()*+ 29 ��

�� !"#$%&'(�� !"#�� !"#�� !"#$ !%&�� !"#$%&'()*+,-./

�� !"#$�� !"#$%&'()*+,-./�� !"#$%�� !"#$�� �� �� !"

�� !"#$%&'�� !"#$%&'()*+,"�-./0��,1234�� !"#�� !"#$

�� !"#$�� �� !"#$%&'()

�� 2006 � 12 � 31 ���� ! 4,759�� �2005 ��4,708�� 

2 �� !"#

�� !"#$%&'�� !"#$%&'()*+�� !"#$�� !"#$%&'()*+,-./01

A �� !

�� !"#$�� !"#$%&'�� �� !"#$%&'()(*+,-./01*+,-23.456

�� !"#$%!"&'�� !"#$%&'�� !"#$%&�� !"#$%&'()*+,-

�� !�� !"#$%&'�� !"#$%&'()$�� * +�� !"#$%&'()*+,-./

�� !"#$%�� �!"#$%&'()*+,�� !"#$%&'()*+,-./"01%2)3��

�� !"# 4�� !"#

�� !"#$%&'()*+, 2006 � 1 � 1�� !"#$%�

�� !"#$ 1 ��� ! �� !"# ��� !�� 2007 � 1 � 1�� !

�� !"#$%& 7 � �� !����� 2007 � 1 � 1�� !

�� !"#$%& 8 � �� !�� 2009 � 1 � 1�� !

�� !"#�2006� 12�31�� !"#�� !"2006�� !"#�� !"#$%�� !"��� 

�� !"#$%�� !"#$%&'()*+,-./01�234�� !"#$%�� !"#$%&'()

�� !"#$%&'()*+,-./

B �� !

(a) �� !"#$ !

�� !"#$%&'�()*+,$-.)/01+23$45�� !"#$%�� 

�� !"#$%&'()*+,*-!.�� !"#$%&' ()*' +

(b) �� !"

�� !" !#$%&'()*�� !"#$%�&'($%)*+,-%./012345/02367

���� !"#$%&'()*+,-./012�� !"#$



 74 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

�� !"#$%�� !"#$%&'()*+,-(./01(23"�4!��� !"#$%&"'()*

�� !"#$%�&'()*+,-���� !"#$%&'(�� !"�#$%&'(

�� !"#$%&'()*+,-.�� !"#$%&'()*+,-./01234�� !"#$%&'(

�� !"#$%&'()*+,-().

C �� !

�� !"#$%&'(��� !"#$%&� !"'(#)*+,-./0123�� !"�#$�� !

�� !"#$%&' ()�� !"#$%&'()*+,$%-./01

(a) �� !"#$%&� !"'(#)���� !"#$

�� !"#$%��� !"#$%#&'()��� !"#$%&�'()*+,-.'()*/0+!12

�� !"#$%�� !"#$%&'()*+,$-./0123456789:;<=>�� !"#$%&

�� !�� !"#$%&'()*+(,-./- !012

(b) �� !"�#

�� !"�#$%&'()*+,)-./0123456789:;<=>/?@AB�� !"#$%&'(�

�� !"#�� !"#$�� !"�� !"#$%"&�� !"#$%&'()*+$,-./0123

�� !"�� !"#$%&'()&*+

(c) �� !"#$

�� !"#$%&'�()*+,)-./01()!"23�� !"#$%&'()*+,-./01234

�� !"#$%&'()*�� !"#$%&'()*+,-./012,-3�� !"#$% &'()*�

�� !"#$%&'()*+

(d) �� !"#$%

�� !"#$%&'()*+,-./0123/4567-.89:"#$%;�� !"#$%&'()*�

�� !"#$%&'()*+,-�� !"#$%&'()*+,-.

�� !"#$%&'�()*+,-./()*+01,23456789:;<�� !"#$%&'()*+

�� !"#$%&�� !"#$%&'()*+,-./0�� !"#$%&�'()*+

�� !"#$%&' !"#()$*+,-./012345�� !"#$%&'()*+,-./0123

�� !"#$%�� !"#$%&� !"'(#)*+,-./0123� !"456789:�� !"

�� !"#$

�� !"#$%& '()*+,-./0 !"#12(3456789:;<=>?�� !"#$%&'()

2 �� !"#�� 

B �� !�� 

(b) �� !"�� 
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

�� !"#$%&'()*+,-./()*+01,234567"#$%89:;<()*+=>;?,-@�

�� !�"#$%&'()*+,-./0123456789:;<=�� !"#$%&� !"'(#)*

�� �� !"#�� !"#$%&'()*+,-./0�� !"#$%&'()*�� !"#$%&'

�� !"#$%&'()*+,-./0123��� !"#$%&'()*+,-./0�� !"#$%&

�� !"#$%&'()*+,-./012,�3�� !"#$%&'()*+,-./*01234567

�� !"#$%&'()*+,-.)*/�� !"#$%&'()*+,-�� !"#$%&'()*��

�� !"#

�� !"#$%&'()*�� !"#$%&!'()*+,�� !"#$%&'()*+,-�� !"#

�� !"#$%&'�(�� !"#$%&'()*+,-./�� !"�#�� !"#$%&'()*+

�� !"#$%&'

D �� !"#$%&'

�� !"#$%&'()*+,-./01*2 345673489:;<=7>�� !"#$%&'()*

�� !"#$%&'(

E �� !"#

�� !"#$%&'()*+,-./01()*+,23456�� !"#$%&�� !"#$%& '(

�� !"#�� !"#$%&'()*"#+,- !&'#./�� !"#$%&'($ !)*+,- 

�� �� !"#$%&'()*+,�� !"#��� !"#$%&�� !"#$�� !"#$%&'

�� !"#$%&'()*+$,

�� !"#$%&'()*"#+,-.�� !"#$%&'�� !"#$%&!"'()*+,-./01

�� �� !"#$%&'()*+,-./0123456*+,-./01789:;<=�� !"#$%

�� !"#$%&� !"'(#)*+,-./01234�� !"#$%&'()*+,-./01�� 

�� !"#$%&'

�� !"#$%&'()*+,-./012�� !"#$%&'()�� !"#$%&'(�� !"#$

�39���� !"#$%&'()*�� �� !"#$%&'()*+,-./012/#$%&'(345

�� !"#$%&'()*+�� !"#$%&'()*+,-.�/01

F �� !"#$

�� !"#$%&'()*+,-)./012345./0167289:;<="#$%&'(>?�� !

�� !"#$%&'()*+,-'./01234

2 �� !"#�� 

C �� !�� 

(d) �� !"#$%�� 



 76 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

2 �� !"#�� 

F �� !"#$�� 

�� !"#$%&'()*&'+,-./0123456789: ;<=* ;>?-@"A�� !"#$

�� !"#$%&'!()*+,-&./0�� !"#$%&'()*'(+,-$./01(234567

���� !"#$%&'()�� !"#$%&'()*+,�� !"#$%&'()*�� !"#$%&

�� !"#$%&'()*+,-#./012345�� !"#$%&'()*+),

��� !"#$%�&'(!"#$)*+,-./012-34�� !"#$%&'�� !"#$%&'(

�� !"#$%&'

G �� !"#$%

�� !"#$%&'()*+,-./012345678�� !"#$%&'()*+,-./01234�

�� !"#�$%&'()*+�� !"#$%&�� !"#$ !%&'()*+,()-./01�� 

�� !"#$

H �� !

�� !"#$%&'(�� !"#$�� !"#$%

I �� !"#$

�� !"#$%&' !()*+,�-./012345678#9:;<=9>?@ !>AB �� !"#$%&

�� !"#$%&' !()*+,-./�01234567#89:;<8=>? !=@A �� !"#$%&'

�� !"#$%&'()*+,-./01�� !"#$%&'()�� !"#$%&'()*+,-./0

�� !"��#$%&�� !"#$%&'()*+,$%&'(-./0)12345�� !"#$%&'

�� !"#$%&'()*+�� !"#$%&'()*+�� !"#$%&'()*+,-.

J �� !"#$

(a) �� !"#$%&'

�� !"#$%&'()*+,*-./#$012 3456789:�;<=�� �!"#$%&'()*

�� !"#$%&'()*+,-+./0123)��456�� !"#$%&' () *+,-./01

�� !"#!$%&'()*�� !"#$"%&'()*+,-./�� !"#$%&

�� !"#$%&'()*+,-.*/012�

� �� !"#$%& '(�
� �� !"#$%&�� !"#$%�� !"#$%&'()*+�
� �� !"#$%&'�
� �� !"#$%&'()'*+�
� �� !"#$%&'()�
� �� !"#$%&'��
� �� !"#�$%&'



China Development Bank          ANNUAL REPORT 2006  77

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

2 �� !"#�� 

J �� !"#$�� 

(a) �� !"#$%&'�� 

�� !"#$%&'()%*+,-./012)34567�#89:;�� !"#$%&'(#)*+,-

�� !"#$%&'()*+�� !"#$%&'()*+,-./0123456.789�� !"#$!

�� !"#�� !"#$%&'()*+,-./01234567�� !"#$%&�� !"#$%&'

�� !"�#$%&'()*�� !"#$%&'()*+

�� !"#$%&'()*#+,$%-.�&/0123456#789:6$;�� !"#$%&#'()

�� �� !"�#$%&'()�� !"#$%&'()*+,!-./0 +1234�� !"#$%&

�� !"�� !"#$%&'()*+,-./01-.2�� !"#$%&'()*+,- !&./01

�� �� !"#$%&'()*+,-./012345�� !"#$%&'()*+,-./%012

�� !"#$%&'()*�+,-&.%-/0�� !"#$%&'()*#$%+,-./0123452

�� 

�� !"#$%&'()*+,-.�� !"#$%&'(�� !"#$%&'()*+,-./01234

�� �� !"#$%&'()*�� !�� !"#$%&�� �� !"�� !"#�� !"#$%

�� !"#$%&'()*+,-./01)234�� !"#$%&'()�� !"#$%&'()*+,-

�� !"#$%&'()*+,�� !"#$%&'()*+,-./012

�� !"#$%&'()*+%,-.&/01�� !"#$%&'()*+,-./0$%.1234567

�� !"�� !"#$%&'()*+,-./012345�� !"#$%&'()*+,-./012.

�� �� !"#$%&'()*+,&-./

�� !"#$%&'()*+,-./01&2345&$%6789:;<�� !�� !�� !"#��

�� �� !"#$%&'()*�� !"#$%&'()*+$,-./,-01234�� !"#$%&'

�� !"#$%&'()*+�� !"#$%&'(!"%)*+,-.

�� !"#$%&�� !"#$%&'()*+,-./�� !"#$%�&'(�� !"#$�%&'(

���� !"#$%&'()*+,-./01$%&*2345

�� !"#$%&�� !"#$�%&'�%()*��+,-"./01234�� !�� !"#$%&

�� �� !"##$%&'()*+,-./0#$%&)*1,234�� !"#$%&'()

(b) �� !"#$%&

�� !"#$%&'()*+,*-./#$012 3456789:�;<=�� !"#$%&'()*+

�� !"#$%&�� !"#$%&'()*+,-./0123456�7�� !"#$%&'()*+,

�� !"#$%&'()�� !"#$%&'()#*+,-./!012�� !"#$%&'()*+,-

�� !"#$%&'()*+&,-�.$/0�� !"#$%&'�� !"#�� !"#$%&'()�

�� !"#$%!&'()�� !"#$%&�� !"#$%&'()*+',-./012�� !"#$

�� !"#$%"&'()*+,-./0�� !"#$%&�� !"#$%&'()



 78 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

2 �� !"#�� 

K �� !

�� !"#$%&'()�� !"#$%&'(#!)*+,-!./0�� !"#$%&'()*+,-./01

�� !"#$%&'()*�� !"#$%&'()*+,-./0123456,7,89:;<=�� !

�� !"#$%&'()*+,-$./"#01234�� !"#$%&'()*+,-./012345

�� !"#$%�� !&'()*+,-'./01+23456789:+;<�� !"#$%&'()*

�� !"�

�� !"# 30 - 35 �

�� ! 5 - 11 �

�� !"# 5 ���� 5�� !"

�� ! 6 �

�� !"#$%&'(

�� !"#$%&'()*+,#$-./0123./45678�9:;�� !"#$%&'()�� !

�� !"#$%&'()*�� !"#$%&'()*+,-./012345678�� !"#$%&'(

�� !"#$%&'()�� !"#$%&'()*+,-�� !"#$%&'()�� !"*+,-./

�� !"#$%&'()*()+,-./%01234%567859:;<=%>?;@

�� !"#$%&'()*+,-./-01�� !"#&23456'78429

L �� !"

�� !"#$%��&'()*+,-./(�0123456�07�� !"#$%&'�()�*+,#-

�� !"#$%&'(�� !"#$%&'()*+�� !"#$%&'()*+,-./012,345�

�� !"#$%&'()*+,-

�� !"#$%&�� !"#$%&'()"�*+,-./012

�� !"#$%&'()*+#$,�� !"#$%&'()*+,$-./0

M �� ��!"#

�� !"#$��%��&'()*+,-./03�� !"#$%&'(�� !"�� !"#$%&��

�� !"#$%&'()*+

N �� !

�� !"#$%&'()*+,-+./0�� !"#$%&'()*+,-./ 0�� !"#$%&'%

�� !"#�� !"#$%"&'()



China Development Bank          ANNUAL REPORT 2006  79

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

O �� !"#

�� !"#$%&'()*+&,-.�� !" !#$%&'()*+,�� !"#$%&'()*+,-

�� !"#$%&'()�� !"#$�� !"#$%&'()*+,&-�� !"#$%&'()*+,

�� !"#$%

�� !"#$%&'()*+,�-./01�� !"#$%&'()*+,-./01�� !"#$%

����� !"#$%&'()*+,-./01234516789 �� !"#$%&'()&*+,-./0

�� �� !"#$%&'()*+,-./"0123456"789:;

�� !"#$%&' () *+,-./0 �� !"#��

P �� !

�� !"#$�� !"#$%&'(%)*�� !"#$%&'()*+,-./0&'1234(56��

�� !"#$%&'()*+,-&./012�� !"#$%&'()*+,-./0'()*12�� !

���� !"#$%&'()*+,-./0123456 !"#$%78

�� !"#$%&'()*+,-.$%/0123(45678�� !"#$%&'()* /�� !"#$

�� !"#$%&'()&*+,-./0�12+,34 56�� !"#$%&'()*+,-./0

�� !"#$%&�� !"#$%&'()*+,-./0123456789:�� !"#$%%&'()

�� !"#$%&'()�� !"#$%&'()*+,-

Q �� !"

�� !"#$%&"'()*+,-./01234)567+89:;<=+>?@ABC0DE)*!FG�

�� !"#$%&'()*+,-./!01-2�� !"#$%&'()*+�,-./01234

�� !"#$%&'()*+,-./0�� !"#$%&�� !"#$%&'�� !"#$%&'()*

�� !"#$%&'()*+,-./012345(6�� !"#$%&'()*+,-./0123(45

33%��� �� !"#$%& '()*+,'-./01�� !"#$%&'()*+,-./012��

�� !"#$%&'

�� !"#$%&'()*+,-./01234526�� !"#$%&'(

�� !"#$%&'()*+,-./012345�� !"#$%&'()*+,-.�� !"#$%&'

�� !"#$%&'()*

�� !"#$%&'()*+,$-.�� !"#$%&'()*+,-�� !"#$%&'()*+,-�

�� !"#$%&'()*+,-./�� !"#$%&'

R �� !

�� !"#$%&'()*+,-./+01�23�� !"#$%&'�� !"#$%&'�()*+,-

�� !"#$%&' ()�* +,-./01234#)5678�� !"#$%&'(

2 �� !"#�� 



 80 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

S �� !

�� !"#$%&'"#()*+�� !"#$%&'()*�� !"#$%&'()*�� !"#$%#

�� !"#$%&'()*+,-./

�� !"#$%&'()*+,-./0,-123�� !"#�� !"#$%&'$()*+,-$./0

���� !"#$%&'()*+,-./01234"567�� !"��#$%&'()*+,($-��

�� !"�� �� !"#$%�� !"#$%&'()*�� !"#$%&'(�� !"#$%&'(

�� !

T �� !"#��$%

�� !"#$%&'()�*+,-'./01'23456�� !"#$%&'()*+,-./01234

�� !"#�� !"#$%&'()*+,-./,-#01234567 8�� !"#$%&'(

�� !"#$%&'()*+�� !"#$%&'()*+,-./0�� !"#$%&'()*+,-.&

�� !"#$

U �� !

�� !"#$%&'() !*+,-"./012345$67

3 �� !"#

A �� !"#$%&

�� !"#$%&'()*+,-�� !"#$%&�� �� !"#$%&'()*+(),-.�� !

�� !"#$%&'(�� !"#$%&'()*+,-.�� !"#$%&'()*+,-."/01��

�� !"#$%&'()*+,-.

�� !"#�$%&'()*+,-./+,0123456�� !"#$%&'()*+,-./01234

�� �� !"#$%&'()!�� !"#$%�� !"#$%&'()*+,-�� !"#$�%&'(

�� !"#�� !"#$%&'()*+

�� !"#$%&'�()*+,-./0�� !"#$�� !"#$%�� !"#$�� !�"#$%

�� !"#$�%&'()�� !"#$%&'()*+,-./01'(234

�� !"#$%&'()*+",-.�� !"#$%&'()*+,-&')*./0�� !"#$%&'

�� !"#$%&'(�� !"#$%&'()*+,-./0123 3C�

B �� !

�� !"#$%&'()*+,-./01234567��89:;#&'<�� !"#$%&'()*+,

�� �� !"#$%&'()*+ !,�� !"#$%&'()*+,-./012�� !"#$%&�

�� !"#$%&'()*+,�� !"#$%&��'()�� !"#$%!"&'()*+,�-./0

�� !"#�� �� !"#$%&'#$�()(*+,-.#$)/0123

2 �� !"#�� 
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

3 �� !"#�� 

B �� !�� 

�� !"#$%&'�� !"#$%&�� !"#�$%&'()*+,-./0123�� !"#$%&

�� !�� !"#$%&'

�� !"#$%&'�()*+,-./01�� !"#$%&'()*+,$-./012�� !"#$%

�� !"#$%&�� �� !"#$�%&'()*+,-./012345

�� !

�� !"#$%"&'()*+,-./0"123�� !"#$%&�'()*+, %-�� !"#$%

�� !"#$%&'()*+,-.'/�� !"#$%&'()*+,�� !"#$�� !"#$%&'

�� !"#$%&'()*+,-��  !"#$%&'()*+,- !&./012345

�� !"#$%& !'()�� !"#$%&'()*+�� !"#$%&'()�*+,-."/*01

�� !"�� �� !"#$%&'()*+,�-./01234($%567�� !"#$%&'()*

�� !"#$%&'()*+,-.� /�� !"#$%&"'()*+,�-!"#$%.�� !"#$

�� !"#$%&

�� !"#$%&'(�

2006 2005

�� % �� %

�� *

�� !"# 1,067,284 53 849,861 49

��� !" 452,883 22 411,590 24

�� !"# 447,584 22 410,856 24

�� !"#$%&'( 46,690 3 32,120 2

�� ! 3,123 - 27,399 1

�� ! 5,066 - 3,965 -

2,022,630 100 1,735,791 100

* �� !"#$%��� �� �� �� �� �� �� �� �� �� !"#

��� !"#$��� �� !�� �� �� �� �� !"#

�� !"#$%��� �� �� �� �� �� !�� �� �� �� �� !"#

�� !"#$%&'()*��+,-%&'(.



 82 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

3 �� !"#�� 

B �� !�� 

�� !"#$%&'()*+�

2006 2005

�� % �� %

��

�� �� !"#$%&'() 490,983 24 418,234 24

�� !" 425,261 21 365,904 21

�� �� 394,606 20 385,724 22

�� �� �! 193,494 9 136,474 8

�� 95,659 5 66,388 4

�� !" 72,464 4 82,996 5

�� !"�#$%&'( 58,870 3 48,750 3

�� !"# 52,971 3 50,976 3

�� !" 42,775 2 40,588 2

�� 187,358 9 108,393 6

�� ! 3,123 - 27,399 2

�� ! 5,066 - 3,965 -

2,022,630 100 1,735,791 100

C �� !

�� !"#$%&'()*+,-#./012345*678$%09:;<=>?;#&'@�� !"#$

�� !"#$%&'()��*+#,-.�� !"�� !"�� !"#$%&'�()*�� !"#$

�� !"#$%&'()*+,-

�� !"#$%&'()*+,-./012 3D�3E � 3F�

D �� !

�� !"#$%&'()$%*�� !"#�� �� !"#$%&'()�� !"#$%&'(�� !

�� !"#$%&'(�� !"#$%&'()*+��,-./0�2005�7�� !"#$%&1%�� 

�� 2005� 7� 21���� !"#$%&'()*+,-./0�� !"#$%&'()*+,-./01

�� !"#$%&'()*�� !"#$%&'()*+,-./012345�� !"#$%&'()*

�� !"#�� !"#$%&'()*+,-./01�� !"#$%&'()*+,-./0123456

�� !"#$%�� !"#$%&'()*+,-./0�� !"#$%&'()*+,-./01

�� !"#$%�&'(%�)�*+,-.*+/0123�� !"#$%&'()*+,"-./01��

�� !"#$%&'(�)*+,-./0123
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

3 �� !"#�� 

D �� !�� 

�� !"#$%&'() *+,-./01�� !"#$%&'()*+,-./0 123

2006 � 12 � 31 � �� �� �� ! ��

���

�� !"#$ 47,374 2,239 337 49,950

�� !"# 385 - - 385

�� �� 1,768,353 196,814 29,960 1,995,127

�� !"�� 100,060 - - 100,060

�� ! 46,493 98,864 - 145,357

�� 18,568 4,511 309 23,388

�� ! 1,981,233 302,428 30,606 2,314,267

���

�� !"#$%& 140,127 24,670 13 164,810

�� !"#$ 7,201 - - 7,201

�� !"#$%&' 14,451 31,561 14,954 60,966

�� !"#$ ! 1,852,182 48,434 3,431 1,904,047

�� 17,640 1,334 90 19,064

�� ! 2,031,601 105,999 18,488 2,156,088

�� !"#$% (50,368) 196,429 12,118 158,179

�� !"#$ 193,116 (180,502) (12,000) 614

�� ! 1,574,309 37,999 27,207 1,639,515



 84 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

2005 � 12� 31 � �� �� �� ! ��

���

�� !"#$ 27,703 496 47 28,246

�� !"# 500 - - 500

�� �� 1,575,656 119,049 17,292 1,711,997

�� !"�� 100,610 - - 100,610

�� ! 30,045 20,837 - 50,882

�� 6,240 224 - 6,464

�� ! 1,740,754 140,606 17,339 1,898,699

���

�� !"#$%& 117,424 27,073 221 144,718

�� !"#$%&' 19,108 31,203 15,885 66,196

�� !"#$ ! 1,499,206 37,006 5,284 1,541,496

�� 14,947 832 - 15,779

�� ! 1,650,685 96,114 21,390 1,768,189

�� !"#$% 90,069 44,492 (4,051) 130,510

�� !"#$ 19,983 (24,701) 3,830  (888)

�� ! 1,204,688 11,572 7,182 1,223,442

E �� !

�� !"#$%&'�()*+,-�� !./012"#34564+$%7�� !"#$%&'()*+

�� !"#$%&'()*+,-+�./0�� !"#$%&'()*+,-./0123!"45 678�

�� !"#$%&�� !"#$%&'�� !"#�� !"#$%&'()*+,-. !/012345�

�� !"#$%&'()"#*+,�-./012345678�� !"�� !"#�$%&'()*+,-

�� �� !"#$%&'(� !")�*�� !"#$%&'()*+�� �� !"#$%&'()*

�� !"#$%&'(�� !"#$%&'()*+,-.�� !"#$%&'()*

�� !"#$%&'()�� !"#$%&'()*+#$,- 10%��� !"#$%&'()*#$+

�� !"#$%&'(�� !"#$%&'�� !"#$%&�� !"#$%&'()*+,-./012

�� �� !"#$%&'()*+&,-

3 �� !"#�� 

D �� !�� 
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

3 �� !"#�� 

F �� !"

�� !"#$%&'()*+,-./0123456789:;<=>12?!"@�� !"#$%&'()

�� !"�� !"#$%&'()*+,-.�/01

�� !"#$%&'()*+,-�� !"#$%&�� !�"#$�� !"#$ !%�� !"!#�

�� !"#$%&'(#)*+&,-./0�� !"#$%&#'()*+,-./�� !"#$�%&'

�� !"#$%&'�� �� !"#$�� !"#$%&'()*+#$,-./�� !"#$�� !

�� !"#$%&'()�� !"#$%&'()*+,#$-./%0123,4563&'%789:;<

�� !"#
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 88 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

3 �� !"#�� 

F �� !"�� 

�� !"#$%&'()*+,-./012+,34567*89:;<=>�� !"#$%&'()*$+

�� !�� !"#$%&'()*+,-./01)2�� !"#$%&'()*+�� !"#$%&'(

���� !"#$%&'()*+,-./01234

�� !"#�� !"#$%&'()*+,-./01234.567689:5;�� !"#$%&'()

�� !"#$%&'()*+ ",-�� �� !"#$%&'()�� !"#$%&'()*+,-./

�� �� !"#$%&'()*+,-./012$345'267

G �� !"��#$%&'()

�� !"#$%&'()*+,-./0123456789:;</=23>?@=A�� !"#$%&'(

�� !"#$%�� !"#$%&'()*+,-./0�

(a) �� !"#$%&'()�� !"#$�� !"#$�� !"#$�� !"#$�� !"#$%�

�� !�� !

�� !"#$%&"#'()*+,-./0 12�� !"#$�%&!"'

(b) �� !"#$%&'()*(+,*-.#$%&

�� !"#$%&'()*(+,*-.#$%&/0123'456/7892:;<=�� !"#$%&'

�� !�� !"#$%!&'(�� !"#$%&'�� !"#$%&'�� !"#$%&'()*+,

�� !"#$"%&'()*+,-./01234/5�� !"#�� !"#$%&'()*+,-./0

��� !"#$%&'(

(c) �� !

�� !"#$%&"#'()*+,-./0"#123456789:;�� !"#�$%!"&'()*+

��� !"#$%&'()*+,-)./�0�� !"#$%&'()*+,-'�.%&/ 0

(d) �� !"#

�� !"#$%&'()*+,-.*/0�1�� !"#$%&'()*+,-'�.%&/ 0

(e) �� !"#$%�� !"#$ !

�� !"#$%&'(&)*%+,-./01-�234�� !"#$%&'()*+,-'�.%&/ 0

�� !"#$%&'(#)*+,�� !"#$%&'()*+�� !"#$%&'()*+,-.(/01

�� !"#$%&'($)*+,
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

3 �� !"#�� 

G �� !"��#$%&'()�� 

�� 2006 � 12 � 31 �� 2005 � 12 � 31 ���� !"#$%&'()$%*+,-./01234�

�� ! �� !

2006 2005 2006 2005

�� !

�� !

�� !"#$ 26,278 905 26,043 890

�� !"# $% 33,838 - 33,868 -

�� !"�#$%�� !"#$% 2,095,187 1,812,607 2,098,760 1,817,252

�� !

�� ! 155,310 136,853 155,307 136,880

�� !"#$%&' 60,966 66,196 63,501 69,596

�� !"#$ ! 1,904,047 1,541,496 1,914,888 1,558,158

H �� !

�� !"#$%&'()*+,-./01�� �!"#$%&'()*+,-./01��*234567�

�� !"#$%&'(�� !"#$%�� !"#$%&'()*+, 767,663�� �2005 ���� 

438,214�� !"�� !"#$%&' 5,082�� �2005 ���� 5,585�� !"

4 �� !"#$%&'()*+!","-./

�� !"#$%$&'(#)*+,#$-."/0&12"34567�� !"#$%&'()*+,-./

�� !"#$%&'&()*+�� !"#$%&'(")*+�� !"#$%&'()*+* ,-./#

�� !"#$%&�� !"#�$%&'()*+,-./01,234567,8�� !"#$%&'()

�� !"#$%&'&()*+,-.

A �� !"#

�� !"#$%&'()*+,-./01234*+5678�� !"#$%&'�()*+,�� !"#

�� �� !"#$%&' ()�*+,-./�� !"#$%&'()*+,-./012�34567$

�� !"#$%&'()!*+,-.�� !"#$%&'()*&+,-&./01234�� !"#$%

�� !"#$%&'() *'+,-./0�� !"#$%&'()*+,-./012345.6789

��� !"#$%&'(�� !"#$%&'()*$+,-."/01234*567�� !"#$%&'

�� !"#$ !%&'()*



 90 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

4 �� !"#$%&'()*+!","-./�� 

B �� !"#$%

�� !"#$%&'()*+,-�� !"#$%&'()*+,$-�� !"#$%&'($ !)*��

�� !"�� !"�#$%&'()*+&,-./0�� !"#$%&'()*+,-./0�� !"#

�� !�"#$%&'()�� !"#$%&'()*�� !"#$%&'()*+,-.�� !"#$%

�� !"#$%&'()*+,�� !17�� !"�� !"#!$%&'()*+",-./0�� !"

�� !"#$%&'($)*+,-./0123456

C �� !"#$%&'()

�� !"#$%&'()*+,-./012345678�� !"#$%&'()*+,-.�� !"#$

�� !"#$%�� !"#$%&'�� !"#$%�� !"#$%&'()*+,-./�012�� �

�� !"#$%&'()*+�� �!"�� !"�� !"# $%&'($)*+�� !"#$%&'

D �� !"#$

���� !"#$%39���� !�� !"#$%&'$()*+,-./0#$1234*56789:;

�� !"#$�� !"#$%&'(�� !"#$%&�� !"#$%&'()*+,-./0123�4

���� !"#�� !"#$%&'()*+,-./012�� !"#$%&'()*+,-.�� !"#

�� !"�#$%&'(�� !"#$%&'�()*+$%,

5 �� !"#

2006 2005

�� !

�� !"#$��%&'( 264� 220

�� 110,644 89,256

�� ! 196 87

�� ! 2,250 2,250

�� ! 2,550 948

�� 209 4

116,113 92,765

�� !

�� !"# 166 9

�� !"# 2,453 2,054

�� !"#$%&' 3,908 4,215

�� !"#$ ! 56,544 46,317

�� 72 11

63,143 52,606

�� !"# 52,970 40,159

2006�� !"#$%&'()*+,-./ 0123 !"#$2456116�� �2005���� 180�� !"
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

6 �� !"#$%&'

2006 2005

�� !"#$%

�� !"#$%&'()*+, 1,891� 718

�� !"#$%&' 183 220

2,074 938

�� !"#$%

�� !"#$%&'()*+, 163� 35

�� !"#$%&' 50 16

213 51

�� !"#$%&' 1,861� 887

7 �� !

2006 2005

�� !"#$% 395 522

8 �� !"��

2006 2005

�� !"#$% (6) -

�� !"#$%&'()"#$%*+

�� !"#$%&'(# 675 -

�� !"#$%�

�� !"# 3,059 185

�� !"# (1,122) (1,582)

1,937 (1,397)

�� !"# 412 175

�� !"# (864) (107)

(452) 68

2,154 (1,329)



 92 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

9 �� !

2006 2005

�� ! 768 616

�� !" 457 343

�� !"#$ 183 178

�� 179 84

�� 174 114

�� !"#$ 5,819 4,840

�� 763 562

8,343 6,737

10 �� !"��

2006 2005

�� !�� ! 3,676 (412)

�� !"#$%&'()*+ 1,269 222

�� !"#$% 301 -

�� 20 (7)

5,266 (197)

11 �� 

2006 2005

�� !" 12,599 10,684

�� !"�� 20� (9) (573)

12,590 10,111
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

�� !"#$%&'()*+",-./"01�� !"#$�

2006 2005

�� ! 40,242 32,894

�� 33%�� !"#$%&!�2005 ��33%� 13,280    10,855

�� !"

   �� !"#$ (51) (8)

   �� !"#$%& (743) (743)

   �� !"#$%&'()* (130) (172)

�� !"#$%&'() 200 162

�� 34 17

12,590 10,111

12 �� !"#$%&'(

2006 2005

�� !"#$%&'()�� !"#!"$%&'�� 14� 46,221 25,542

�� !"#$%&'()*+,-�� !"#$%&'

13 �� !"#

2006 2005

�� !"#$�� !"#$%&�� 14� 3,531 2,508

�� !"# 198 196

3,729 2,704

11 �� �� 



 94 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

14 �� ��!"#

�� !"#��$��%&'()�

2006 2005

�� !"#$%&'( 46,221 25,542

�� !"# 3,531 2,508

�� ! 70 3,876

49,822 31,926

15 �� !"#$%&� !"'(#)*+,-./012

�� !"#$%&� !"'(#)*+,-./012

2006 2005

�� !"#�� !

�� !"#�� * 12,505 683

�� !"#$%&'()"#$%*+

�� !"#$%&'()�� !

�� !"#$%&'()*�� 3,408 -

�� !"#$�� !

�� !" 42 43

�� !" 1,120 60

�� !" 1,049 69

2,211 172

18,124 855

�� !"#$%&� !"'(#)*+,-./012

2006 2005

�� !"#$�� !

   �� !" 1 37

   �� !" 814 338

   �� !" 598 457

   �� !"# 147 626

1,560 1,458

* ��2006�12�31���� !"#845�� �2005������ !"#$%&'()*+,-.�/012
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

16 �� ��!"#$

�� !"#$%�

2006 2005

�� 2,014,441 1,704,427

�� ! 3,123 27,399

�� ! 5,066 3,965

2,022,630 1,735,791

���� !"# (27,503) (23,794)

1,995,127 1,711,997

�� !"#$%&'()*+,-.�

2006 2005

�� !"#$%& 22,015 17,644

�� !"#$%& 5,488 6,150

27,503 23,794

�� !"#$%&'�

2006 2005

�� ! 23,794 23,093

�� ! 4,138 1,652

�� ! (290) (759)

�� !"#$ - 8

�� !"#$%&'()*+ (116) (180)

�� ! (23) (20)

�� ! 27,503 23,794



 96 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

17 �� !"��

2006 2005

�� 100,000 100,000

�� ! * 60 610

100,060 100,610

* �� 2006 � 12 � 31�� !"#$%&'%()*�2005 ���� 209�� !"

�� !"#$��%&'()*�� !"�� !"#$�� !�" #$%&'()1,000�� !"#$%

�� !"#$%&'()�� !"#$%&'()*+,�� 1999�12�� !"#$%&'()*+,-

�� !"#1,000�� �� !"#$%&'()�� !"#$%&'(�� !"#$%&'()*+,-�

�� !"#$#%&'()* 1,000�� !"#$%&'()*+, -./�� !"#$%&�� !

2.25%��� !"#$%&'()*�� !"#$%&'()*+,%&-

1999�11�20���� !"#$%�� !"#$%&'()*+,-./1,000�� !"#$%&'(��

�� !"#$

2000 � 7 � 15 ���� !"#$%&�� !"#$%�� !"#$%&'()

�� !"#$%&'()*2001�10�8�� !�� !"#$%&'()�� !"#$%&'()*+,

�� !"#$%&'()*+,(-.!/01�� �2001�152�� �� !"#$%&'()*+,-*.

� 2006 � 12 � 31 ���� !"#$%&'()�2005 ���� 256�� !"

18 �� !

2006 2005

�� !"#$�� !

�� ! *�� 40,470 22,931

�� !"#$% 40,269 21,430

�� !" **�� ! 4,502 5,616

85,241 49,977

�� !"#$%�� !

�� !"#$% 26,278 905

�� !"�#$%&'�� !

�� !"#$% 33,838 -

145,357 50,882

* �� !"# 6,353�� �2005 ������ !"#$%&'()*!+,-./0�1234
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

** �� !"#$%�� !"#$%&'()*+,-�� !"#$%&�� !"#$%&'&()#�*

�� !"#$%&'()*+,�� !"#$%#$&'()*+*%,-./%01234567%89:

���� !"#$%&'(

2006�� !"#$%"&'()*+,�2005 ���� 795�� !"

2006�� !"#$%&'()*+,-.1,647�� �2005���� 4,200�� !"�� !"#$553

�� �2005 ���� 1,089�� !"

�� !"#$%& '()*+,-./01*234567�� !"#$%&'()*+,-./�012

���� !"#$%&'()*+,-./0+123456789:;<"=>?@ABCDE�� !"#

�� !"#$%&'()*+,-.

�� !"#$%�� !"#$%&'()*+,-.�/01231456789�� !"#$%&'()

�� !"#$%&'()� !*+,�� !"#$%&'()*�+,-�� !"#$%&'!()*+,

�� !�� !"#$%&'()*

�� !"#$%&'()*+,-./01�� !"#$%&'()*+,-./0+1�� !"#$%&

�� !"# �$%&'� ()�� !"#$%&'()*+,-�� !"#$%&'()*+,-./

�� �� !"#$%&�'()*+�� !"#$%&'(&)* +,-

�� !"#$%&'�

�� !"# �� !" �� !"

�� �� !" ��

2005 � 1 � 1�� 42,305 1,766 - 44,071

�� ! 78,098 - - 78,098

�� !"#$%�� !�� !"# (71,334) (861) - (72,195)

�� ! 1,102 - - 1,102

�� ! (573) - - (573)

�� !"#$%&'( 379 - - 379

2005 � 12 � 31�� 49,977 905 - 50,882

2006 � 1 � 1�� 49,977 905 - 50,882

�� ! 132,764 25,373 84,540 242,677

�� !"#$%�� !�� !"# (97,755) - (50,671) (148,426)

�� ! 539 - (31) 508

�� ! (108) - - (108)

�� !"#$%&'( (176) - - (176)

2006 � 12 � 31�� 85,241 26,278 33,838 145,357

18 �� !�� 



 98 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

19 �� !"��

2006 2005

�� !"�� 3,285 3,248

�� ! (753) (643)

�� 2,532 2,605

�� ! 140 67

2,672 2,672

�� !"#$%�

�� !"# �� ! �� !"# �� ! ��

��

2006 � 1 � 1�� 2,650 336 19 243 3,248

���� ! 66 32 8 2 108

���� ! (8) (44) - (19) (71)

2006 � 12 � 31�� 2,708 324 27 226 3,285

�� !

2006 � 1 � 1�� 283 222 7 131 643

���� ! 96 41 2 33 172

���� ! - (43) - (19) (62)

2006 � 12 � 31�� 379 220 9 145 753

��

2006 � 12 � 31�� 2,329 104 18 81 2,532

2005 � 12 � 31�� 2,367 114 12 112 2,605

20 �� !"

�� !"#$ %&'()*+,-./0.1"2 33%�2005 ��33%��� !"

�� !"#$%&'(�

2006 2005

�� ! 1,937 1,489

�� !"#�� 11� 9 573

�� !"#$%&'( 58 (125)

�� ! 2,004 1,937
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

20 �� !"�� 

�� !"#$�� !�� !"#$�

2006 2005

�� !"# 1,557 1,633

�� !"#$%&' 452 650

�� !"#$%&� !"'(#)*+

�� !"#$%&'�(�� ! (438) 424

�� !"#$%&'()*+,-. (380) (438)

�� !"#$%&'()*+,- (462) (596)

�� !"#$%&' 517 -

�� !"#$%&'()*+ 669 250

�� !"#$%&'()*+ 89 14

2,004 1,937

�� !"#$%&'()*+,-./0123�

2006 2005

�� !"# 76 939

�� !"#$%&' 198 (189)

�� !"#$%&� !"'(#)*+

�� !"#$%&'(��� ! 862 (469)

�� !"#$%&'()*+,- (134) (70)

�� !"#$%&' (517) -

�� !"#$%&'()*+ (419) (73)

�� !"#$%&'()*+ (75) (711)

(9) (573)

�� !"�#$%&'()�#$%&*+,-./012�� !"#$%&� !"#'()*+#,-./

�� �� !"#$%�� !"&'()*+,-

21 �� !

2006 2005

�� ! 125,508 106,311

�� ! 29,335 30,516

�� !" 467 26

155,310 136,853



 100 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

22 �� !"#$%&'

2006 2005

�� !"# -�� ! 30,112 32,892

�� !"# 23,960 25,898

�� !"# 3,512 3,349

�� !"#$%&' 3,382 4,057

60,966 66,196

23 �� !

�� !"#$(%) 2006 2005

�� !"#$%&'()* * 3.27 (2005: 3.18) 1,811,875 1,458,905

�� !"#$%&'()  5.41 (2005: 4.28) 29,365 17,363

�� !"#$%&'() 5.62 (2005: 5.51) 22,499 24,927

1,863,739 1,501,195

*   �� !"#$%&'()*$+,-.!"#200,000�� �2005���� 220,000�� !�� !"#

�� !"#$%&'( !)#*+ !,-./01� !2345�� !"#$%&'()*!+%&,

���� !"#$%&'()*+),-�� !"#$%&'()*+,

�� !"#80�� !"#$%&'()*)+,-./012345&'6789.!:;<;!=>&'

�� �2005 ���� 80�� !"

�� !"#$% 40,000�� !"#$%&'()*)+,-./-0�2005 ���� 20,000�� !"

24 �� !

�� !"#$(%) 2006 2005

�� !"#$%&'( 4.62 (2005: 4.62) 40,308 40,301

�� !"#$%&'( !)*+,-./ !0123�� !"#$%&'()*!+%&,-.�� !"

�� !"#$%&$'(
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

25 �� !

2006 2005

�� !" 11,701 10,100

�� !"#$%&'()*+ 2,026 757

�� !"#$% 1,613 1,545

�� !" 1,329 1,192

�� 835 727

17,504 14,321

26 �� !" !#$

�� !"#�$%&' 500�� �� !"# $%&'(

�� !"#2006�� !"#$%�� !"#$%&'()*+,135�� !"#$%&'�� !"#1998

�� !"#$%&'()*+,-#./0123456789

27 ��

A �� !"# $"

�� !"#$%�� !"#$%&'()*�� !"#$%&' (")�� !"#$%&'()*+,-

�� !"#$%&'#()*�� !"#$%&'()%&'(*+,-./0123456

�� !"#2006�� !"#$%�� !"#$1,356�� �2005���� 676�� !"�2005�� 

�� !"#$%&'( 10%�2005��10%��� !�� !"#$%&'()*#$'+),�� !"#$

�� !"#$%&'()*+,-./012345

�� !"2006�3�15�� !�� �� !"�� !"#$%&'()*+,-.�� [2006] 67�� �

��2006�1�1�� !"#$%&'()�� !"#2006�� !"#$%�� !"#$%&'()*(

�� 3,092�� !"#$%&'()*

B �� !"#

�� !"# 2005�� !"#$%�� !"#$%&'()*+,-./012'345�� �� !"#

�� !"#$%&'()*�� !"#$�� !"#$%&'()*+!",-./%&0 1%�

�� !"# 2006�� !"#$�� !"#$%&'()*+,-./0123 26,485�� !�� 2006�

�� !"#$%&'()*+,-�� !"#$% 2006�� !"#$%&



 102 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

28 �� !"#

�� !"#$%&'()�

�� !"#$�� !"#$%&'()*+,-./0123�� !"#$%!&'

�� !"#$%�� !"#$%&'( !"#$)*+,�� !"#$%&'() *+,��� !"#

�� !"#�$�� !"#$%�� !"#$%&'()*�� !"#$%�� !"#$%�� !"#$

�� !"#$%&'()*+,-./012�� !"#$%&'()*+,-.�/�� !"#$%&'(

�� !"#$�� !"#$%&'()*+,-./�� !"#$%&'()*+,-./01234567

�� !"#$�� !"#$�� !"�� �� !"�� !"#$%&'()!"$&*(+,-.&/

�� !"#$%&'()*+,-./)01�� !"#�� !"#�� !"#$%�� !"#$"%&

�� !"#$�� !"#$%&'()*+,-./01.2 3

�� !"#$%&'()!*�� !"#$%&'()*"$+,-./0"#123�� !"#$�� !

�� !"#$%&'()�� !"#$%&'()�� !"#$%& !'()*+,-./0 !1�� 

�� !"#�� !"#$%&'�� !"#�� !"#$%&'()�� !"#$%&'()*�� !

�� !"#$�� !"#$%&'()!"*+,(&-./0123456789:;!"<�� �� !

�� !"#$%&'()*�� !"#$%&'()*+,-./01&2345(6789:;<=>?23

�� !"#$%&'

� 2006 � 12� 31 ���� !"#$%&'()*+,�� !"#$�� !"#$�� !"#$%&'(

�� �!"#$%& 300 ���� !"# 2030 � 9�� !"#$%

�� !"#$%& '()*+�,-./01234$ !"#56789:;�� !"#$%&'()*+

�� !"�#$%&'()�� !"#$%&'()*+,-./0,-1�� !"#$%&'()*+,-

��� !"#$%&'�� !"#$%&'(#$)*+�� !"#$%&'(")*'+,-.�� !"

�� !"�� !"#$%&'()*+,-.*+/0123456789:;<�� !"#$%&'(")

�� !"#$�

�� /�� ! �� !

�� ��

2006 � 12� 31 �

�� ! 7,022 42 1
�� ! 215,903 1,120 814
�� ! 103,928 1,049 598
�� !�" 40,000 - 147
�� !"# 1,601 - -
�� !"#$% /�� !�� 15� 2,211 1,560

2005 � 12� 31 �

�� ! 3,324 43 37
�� ! 26,272 60 338
�� ! 39,322 69 457
�� !"# 1,211 - -
�� !�" 20,000 - 626
�� !"# 847 - -
�� !"#$% /�� !�� 15� 172 1,458
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

28 �� !"#�� 

�� !"#$%&'()*+,-./)01234,56789:;<�� !"#$%&'()*()+,-

�� !"�� !"#$%&'($%&)

�� !"#$%&'()*+'(,-./012345�$6�� !"#$%&'(�� !"#$%&��

�� !"# $%&'()*+(,�� !"#$%&'()*+,-./0123456

29 �� !"#

�� !"#$%&'()*+,*-./0123�� !"#$%&�� !"#�"$%&'()*+,-.

�� !"#$%&'(�� !"#$%&'()*+",-./(012'345�� !"#$%&'()*

�� 2006�� !"# 63�� �2005 ���� 51�� !"

30 �� !"#$%&

2006 2005

�� !�

�� !!"#$ 1,018 126

�� !�

�� ! 309,423 151,460

�� !" 2,049 558

�� ! 1,328,043 1,071,424

1,639,515 1,223,442

�� !"#�

�� !"#$%&'()*+,-�

�� !" 159 87

�� !�"# 283 71

�� !"# 119 �-

561 158



 104 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

31 �� !�� "#

�� !"# $%&'()# *+,)# -./0123456789:;�� !�"#$%&'()*+

�� !"#$%&'(�)�� !"#$$%&'()*+,-./01

A �� !"#$%&'()

�� !"#$ 26 � 27�� �� !"#�$%&'(%)*+�� !"#$%&'()*+

�� !"#$17�� �� !"#$%�� !"#$%&'()*+,-./1,000�� !"#$%&'(

�� !"#$%&

�� !"#$%&'()�*+,�-./012345�

(a) �� !"#$%&'()*+,

�� !"#$%&'(�)�*+,-./012345678�� !"#$%&'()�*+,-./)0 

�� !"#$%�

 2006  2005

�� ! 148,600 59,003

�� !"#$%& (119,129) (65,159)

�� !(%) 1.07-3.10 1.01-4.11

�� ! 53,116 23,645

(b) �� !"#$%

�� !"#�$%&'(�� !"#$%&'()*+,- 12 �� !�� !"#$%&'()*+ 0.99%

� 1.38%�2005 ��0.75% � 1.62%��

(c) �� !"#$%&'

2006 2005

��L �� ! ��L �� !

�� ! ��L�� ! �� ! ��L�� !

�� ! 178,237 434 19,083 275
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

B �� !"#$%&'

�� !"#$%&'()�� !"# !$%&�� !"#$%&'()*&'+,-.,/0123456�

�� !"#�� !"#$%&'()*+,#-./�$0�� !"#$%&'()*+#,-./0123

�� !"�� !"#$%&�� �� !"�� !"#$%&'()*

(a) �� !"��#!

�� !"#$%&'()*+,-�� !"#$%&'()*+,-.�� !"#$%&'()*+,-.!

���� 2006 � 12 � 31 �� 2005 � 12 � 31 ���� !"#$%&'()*$%+,# 94% � 95%�

2006�� !"#!$%&'()*+,-.�

 2006  2005

�� !"#$%&(%) 4.68-7.87 4.54-6.99

�� !"#$%(%) 1.14-8.80 1.27-8.80

�� !"#$% !&�� !"#$%&'(

2006�� !"#!$%&'()*+,�

 2006  2005

�� !"#$%&(%) 0.72-4.14 0.72-4.13

�� !"#$%(%) 0.10-6.02 0.08-5.45

(b) �� !

�� !"#$%&'�� 1999�� !"#$%&' 1,000�� !"#$%&'()*+,�� �� !

�� ! �"#$%& 1,000�� 10�� !"�� 2.25%��� !"#$%& 17�

31 �� !�� "#�� 



 106 �====��� !"�� !"#

�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

31 �� !�� "#�� 

B �� !"#$%&'�� 

(c) �� !

�� !"�� !

2006  2005

�� ! 502 1,137

�� !"#$%& (467) (2,289)

�� ��%� 2.98-4.21 2.92-4.95

�� ! 1,503 1,468

�� !"�� !

�� !"#$%&'�� �!"#$%&'�� !"#$%&'�� !"#$%&'()*+,-./0/

�� !"�� !"#$%&'()*+,-. 18�

(d) �� !"#$%&

 2006  2005

�� ! 52,196 92,290

�� ! (60,087) (103,471)

�� ��%� 0.07-6.71 0.05-6.07

�� ! 17,362 25,253
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�� !"#

2006�� !"#$%
�� !"#$%�� !"#$%&'()

31 �� !�� "#�� 

B �� !"#$%&'�� 

(e) �� !

2006 2005

�� ! 302,688 147,658

�� !" 1,698 555

�� ! 1,283,615 1,040,638

(f) �� !"#

�� 3H�� �� !"#$%&'(!)*+,-./012345



 108 �====��� !"�� !"#

Independent auditor’s report

To the Management of China Development Bank

We have audited the accompanying financial statements of China Development Bank (the “Bank”) which comprise the balance

sheet as of 31 December 2006 and the income statement, statement of changes in owner’s equity and cash flow statement for

the year then ended and a summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with International

Financial Reporting Standards. This responsibility includes: designing, implementing and maintaining internal control relevant

to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to

fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in

the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in

accordance with International Standards on Auditing. Those Standards require that we comply with ethical requirements and

plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.

The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of

the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal

control relevant to the Bank’s preparation and fair presentation of the financial statements in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank’s

internal control. An audit also includes evaluating the appropriateness of accounting principles used and the reasonableness of

accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Bank

as of 31 December 2006, and of its financial performance and its cash flows for the year then ended in accordance with

International Financial Reporting Standards.

PricewaterhouseCoopers

25 February 2007

PricewaterhouseCoopers China Limited

Clarendon House
2 Church Street
Hamilton, Bermuda
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The accompanying notes form an integral part of these financial statements.

Governor: Chen Yuan Head of Finance:  Shu Jiawei

CHINA DEVELOPMENT BANK

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts expressed in millions of Rmb unless otherwise specified)

Notes 2006 2005

Interest income 5 116,113 92,765

Interest expense 5 (63,143) (52,606)

Net interest income 5 52,970 40,159

Fee and commission income 6 2,074 938

Fee and commission expense 6 (213) (51)

Net fee and commission income 6 1,861 887

Dividend income 7 395 522

Net trading income 8 2,154 (1,329)

Net gains on investment securities 18 400 529

Operating expenses 9 (8,343) (6,737)

Impairment losses on loans and receivables 16,17 (3,929) (1,334)

Other expenses, net 10 (5,266) 197

Profit before tax 40,242 32,894

Income tax expense 11 (12,590) (10,111)

Net profit 27,652 22,783



CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts expressed in millions of Rmb unless otherwise specified)

 110 �====��� !"�� !"#

Note 2006 2005

ASSETS

Cash and balance with the PBOC 12 46,221 25,542

Due from other banks 13 3,729 2,704

Securities purchased under resale agreements 385 500

Financial assets at fair value through profit or loss 15 18,124 855

Loans, net 16 1,995,127 1,711,997

Cinda bonds, net 17 100,060 100,610

Investment securities

  -Available-for-sale 18 85,241 49,977

  -Held-to-maturity 18 26,278 905

  -Loans and receivables 18 33,838 -

Fixed assets, net 19 2,672 2,672

Deferred income tax assets 20 2,004 1,937

Other assets 588 1,000

TOTAL ASSETS 2,314,267 1,898,699

LIABILITIES AND OWNER’S EQUITY

Liabilities

Deposits from other banks 9,500 7,865

Due to customers 21 155,310 136,853

Securities sold under repurchase agreements 7,201 -

Borrowings from other banks and governments 22 60,966 66,196

Financial liabilities at fair value through profit or loss 15 1,560 1,458

Debt securities in issue 23 1,863,739 1,501,195

Subordinated debts 24 40,308 40,301

Other liabilities 25 17,504 14,321

Total liabilities 2,156,088 1,768,189

Owner’s equity

Paid-in capital 26 50,000 50,000

Capital surplus 26 135 -

Reserves 27 34,989 7,266

Retained earnings 73,055 73,244

Total owner’s equity 158,179 130,510

TOTAL LIABILITIES AND OWNER’S EQUITY 2,314,267 1,898,699

The accompanying notes form an integral part of these financial statements.

The financial statements have been approved for issue by the Bank’s management on 25 February 2007.

Governor: Chen Yuan Head of Finance:  Shu Jiawei

CHINA DEVELOPMENT BANK

BALANCE SHEET
AS OF 31 DECEMBER 2006
(All amounts expressed in millions of Rmb unless otherwise specified)
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Notes 2006 2005

Cash flows from (used in) operating activities
Profit before tax 40,242 32,894
Adjustments:

Impairment losses on loans and receivables 16,17 3,929 1,334
Provision for financial guarantees 10 1,269 222
Impairment losses on investment securities 18 108 573
Gain on disposal of investment securities 18 (508) (1,102)
Depreciation and amortisation 9 183 178
Amortisation of premium/discount of debt securities in issue 896 563
Amortisation of issuance cost of debt securities in issue 590 531
Dividend income 7 (395) (522)

Net changes in:
Restricted balance with other banks (2) -
Securities purchased under resale agreements 115 (500)
Financial assets at fair value through profit or loss (17,199) 1,304
Loans to banks 24,276 (26,075)
Loans to customers (311,544) (297,854)
Cinda bonds 759 2,862
Other assets (157) 697
Deposits from other banks 1,635 7,121
Due to customers 18,457 40,918
Securities sold under repurchase agreements 7,201 (3,006)
Financial liabilities at fair value through profit or loss 102 1,120
Other liabilities 449 3,643

Income tax paid (10,998) (6,235)
Net cash used in operating activities (240,592) (241,334)

Cash flows from (used in) investing activities
Purchases of investment securities (246,553) (78,098)
Proceeds from disposal of investment securities 149,009 74,489
Cash dividends received 395 522
Purchases of fixed assets and other assets (207) (194)
Disposal of fixed assets and other assets 9 43
Net cash used in investing activities (97,347) (3,238)

Cash flows from (used in) financing activities
Proceeds from debt securities and borrowed funds 702,953 392,648
Repayments of debt securities and borrowed funds (347,118) (147,563)
Net cash from financing activities 355,835 245,085

Net increase in cash and cash equivalents 17,896 513

Cash and cash equivalents, at beginning of year 31,926 31,413

Cash and cash equivalents, at end of year 14 49,822 31,926

Supplemental disclosures of cash flow information
Interest received 115,166 94,457
Interest paid (59,821) (48,240)

Investing and financing activities that do not
involve cash receipts and payments

Increase in equity securities resulting from debt-to-equity swap 18 - 795

CHINA DEVELOPMENT BANK

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts expressed in millions of Rmb unless otherwise specified)

The accompanying notes form an integral part of these financial statements.

Governor: Chen Yuan Head of Finance:  Shu Jiawei
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China Development Bank (the “Bank”), a wholly state-owned development financial institution, was established on 1 July 1994

in the People’s Republic of China (the “PRC” or “China”). The address of its registered office is No.29, Fuchengmenwai Street,

Xicheng District, Beijing, PRC.

The Bank provides funding through loans to projects that contribute directly to building national infrastructure, supporting the

development of the basic industries and pillar industries, as well as fostering the growth of the hi-tech sector. The Bank also

makes specific lending commitments on major projects approved by the central government. In addition, the Bank provides

support to alleviate funding bottlenecks that arise as the government seeks to address certain social issues, such as urbanisation,

development of small and medium enterprises, the agriculture sector, education, health care and environmental protection.

This involves mobilising substantial financial resources, including the issuance of debentures denominated in Rmb and foreign

currencies in the domestic and international capital markets; and borrowings from foreign governments, international financial

institutions and commercial banks. At present, the Bank conducts its principal business activities predominantly in the PRC.

At 31 December 2006, the Bank had 4,759 employees (2005: 4,708).

2 PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have

been consistently applied to all the years presented, unless otherwise stated.

A Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”). These

financial statements have been prepared under the historical cost convention, as modified by the revaluation of available-for-

sale financial assets and financial assets and financial liabilities (including derivative instruments) at fair value through profit or

loss.

The preparation of these financial statements in conformity with IFRS requires the use of certain critical accounting estimates.

It also requires management to exercise its judgement in the process of applying the Bank’s accounting policies. The areas

involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the

financial statements, are disclosed in Note 4.

The Bank has chosen not to early adopt the following standards that were issued but not yet effective for accounting periods

beginning on 1 January 2006:

IAS 1 Amendment Presentation of Financial Statements: Capital Disclosures (effective 1 January 2007)

IFRS 7 Financial Instruments: Disclosures (effective 1 January 2007)

IFRS 8 Operating Segments (effective 1 January 2009)

The Bank has not adopted these new amendment and standards for the year ended 31 December 2006, as they are effective

after this date. The Bank has commenced an initial assessment of the potential impact of these amendment and standards and

does not believe that these standards will have a significant impact on its results of operations or financial position.

B Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of the Bank are measured using the currency of the primary economic environment

in which the entity operates (the “functional currency”).

The financial statements are presented in Renminbi (“Rmb”), the lawful currency of the PRC, which is the Bank’s functional and

presentation currency.

1 GENERAL INFORMATION AND PRINCIPAL ACTIVITIES
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(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the

transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at

year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the income

statement.

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale are analysed

between translation differences resulting from changes in the amortised cost of the security and other changes in the carrying

amount of the security. Translation differences related to changes in the amortised cost are recognised in profit or loss, and

other changes in the carrying amount are recognised in equity.

Translation differences on non-monetary items, such as equities classified as available-for-sale financial assets, are included in

the fair value reserve in equity. Translation differences on other non-monetary items are reported as part of the fair value gain

or loss.

C Financial assets

The Bank classifies its financial assets in the following categories: financial assets at fair value through profit or loss; loans and

receivables; held-to-maturity investments; and available-for-sale financial assets. Management determines the classification of

its investments at initial recognition.

(a) Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for trading, and those designated at fair value through profit or loss

at inception. A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or

if it so designated by management. Derivatives are also categorised as held for trading.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active

market, including Balance with the PBOC, Due from other banks, certain investment securities, Cinda bonds and Loans to banks

and customers. They arise when the Bank provides money or services directly to a debtor with no intention of trading the

receivable.

(c) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets traded in active markets, with fixed or determinable payments

and fixed maturities that the Bank’s management has the positive intention and ability to hold to maturity. Were the Bank to

sell other than an insignificant amount of held-to-maturity assets, the entire category would be tainted and reclassified as

available for sale.

(d) Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are either designated as such or are not classified

in any of the other categories. They are intended to be held for an indefinite period of time, which may be sold in response to

needs for liquidity or changes in interest rates, exchange rates or equity prices.

Regular-way purchases and sales of financial assets at fair value through profit or loss, held to maturity and available for sale

are recognised on trade-date - the date on which the Bank commits to purchase or sell the assets. Loans and advances are

recognised when cash is advanced to the borrowers.

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

B Foreign currency translation (Cont’d)
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Financial assets are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value

through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value, and

transaction costs are expensed in the income statement.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or where the

Bank has transferred substantially all risks and rewards of ownership.

Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently carried at fair value.

Loans and receivables and held-to-maturity investments are carried at amortised cost using the effective interest method.

Gains and losses arising from changes in the fair value of the “financial assets at fair value through profit or loss” category are

included in the income statement in the period in which they arise. Gains and losses arising from changes in the fair value of

available-for-sale financial assets are recognised directly in equity, until the financial assets are derecognised or impaired at

which time the cumulative gain or loss previously recognised in equity should be recognised in profit or loss. However, interest

calculated using the effective interest method and foreign currency gains and losses on monetary assets classified as available

for sale are recognised in the income statement. Dividends on available-for-sale equity instruments are recognised in the

income statement when the Bank’s right to receive payment is established.

The fair values of quoted investments in active markets are based on current bid prices. If there is no active market for a

financial asset, the Bank establishes fair value using valuation techniques. These include the use of recent arm’s length transactions,

discounted cash flow analysis, option pricing models and other valuation techniques commonly used by market participants.

D Offsetting financial instruments

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 recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the

liability simultaneously.

E Derivative financial instruments

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are subsequently

remeasured at their fair value. Fair values are obtained from quoted market prices in active markets, including counterparty

quotes and recent market transactions, and valuation techniques, including discounted cash flow models and option pricing

models, as appropriate. All derivatives are carried as assets when fair value is positive and as liabilities when fair value is

negative. Changes in the fair value of derivatives are recognised immediately in the income statement under net trading

income.

Certain derivatives embedded in other financial instruments, such as credit default derivatives allowing a bond issuer to transfer

the credit risk of the underlying bond, which it may not own, to another party, are treated as separate derivatives when their

economic characteristics and risks are not closely related to those of the host contract and the host contract is not carried at

fair value through profit or loss. These embedded derivatives are measured at fair value with changes in fair value recognised

in the income statement.

While certain derivative transactions are intended to provide effective economic hedges under the Bank’s risk management

positions, they do not qualify for hedge accounting under the specific rules in the IAS 39 and are therefore treated as derivatives

held for trading with changes in fair value recognised in the income statement. The Bank has no derivative positions that are

accounted for as hedges.

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

C Financial assets (Cont’d)

(d) Available-for-sale financial assets (cont’d)
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

F Interest income and expense

Interest income and expense for all interest-bearing financial instruments, except for those classified as held for trading or

designated at fair value through profit or loss, are recognised within “interest income” and “interest expense” in the income

statement using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of

allocating the interest income or interest expense over the relevant periods. The effective interest rate is the rate that exactly

discounts estimated future cash payments or receipts through the expected life of the financial instrument or, when appropriate,

a shorter period to the net carrying amount of the financial asset or financial liability. When calculating the effective interest

rate, the Bank estimates cash flows considering all contractual terms of the financial instrument but does not consider future

credit losses. The calculation includes all fees and points paid or received between parties to the contract that are an integral

part of the effective interest rate, transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment loss, interest

income is recognised using the rate of interest used to discount the future cash flows for the purpose of measuring the

impairment loss.

G Fee and commission income

Fees and commissions are recognised on an accrual basis when the related service has been provided. Fees and commissions

arising from negotiating, or participating in the negotiation of, a transaction for a third party, such as the purchase or sale of

businesses, or issuance of securities, are recognised on completion of the underlying transaction. Portfolio and other management

advisory and service fees are recognised based on the applicable service contracts, usually on a time-apportionate basis.

H Dividend income

Dividends are recognised in the income statement when the Bank’s right to receive payment is established.

I Resale and repurchase agreements

Securities sold to a counterparty with an obligation to repurchase at a pre-determined price on a specified future date under a

repurchase agreement are referred to as repos. Securities purchased from a counterparty with an obligation to re-sell to the

counterparty at a pre-determined price on a specified future date under a resale agreement are referred to as reverse repos.

Repos are initially recorded as securities sold under repurchase agreements, at the actual amount of cash received from the

counterparty. The financial assets used to collateralise repurchase agreements are recorded as trading securities or investment

securities. Reverse repos are initially recorded as securites purchased under resale agreements, at the actual amount of cash

paid to the counterparty. The financial assets received as collateral under reverse repo agreements are not recognised on the

balance sheet. The difference between sale (purchase) and repurchase (resale) price is recognised as interest over the life of the

agreements using the effective interest method.

J Impairment of financial assets

(a) Assets carried at amortised cost

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial

assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred only if there is

objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a

“loss event”) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of

financial assets that can be reliably estimated.
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The criteria that the Bank uses to determine that there is objective evidence of an impairment loss include:

�=Delinquency in contractual payments of principal or interest;

�=Cash flow difficulties experienced by the borrower (for example, equity ratio, net income percentage of sales);

�=Breach of loan covenants or conditions;

�=Initiation of bankruptcy proceedings;

�=Deterioration of the borrower’s competitive position;

�=Deterioration in the value of collateral; and

�=Downgrading below investment grade level.

The Bank first assesses whether objective evidence of impairment exists individually for financial assets that are individually

significant, and individually or collectively for financial assets that are not individually significant. If the Bank determines that

no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes

the asset in a group of financial assets with similar credit risk characteristics and collectively assesses them for impairment.

Assets that are individually assessed for impairment and for which an impairment loss is or continues to be recognised are not

included in a collective assessment of impairment.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated

future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original

effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account and the amount

of the loss is recognised in the income statement. If a loan or held-to-maturity investment has a variable interest rate, the

discount rate for measuring any impairment loss is the current effective interest rate determined under the contract. As a

practical expedient, the Bank may measure impairment on the basis of an instrument’s fair value using an observable market

price.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows

that may result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of similar credit risk

characteristics (i.e., on the basis of the Bank’s grading process that considers asset type, industry, geographical location,

collateral type, past-due status and other relevant factors). Those characteristics are relevant to the estimation of future cash

flows for groups of such assets by being indicative of the debtors’ ability to pay all amounts due according to the contractual

terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the basis of the

contractual cash flows of the assets in the Bank and historical loss experience for assets with credit risk characteristics similar

to those in the Bank. Historical loss experience is adjusted on the basis of current observable data to reflect the effects of

current conditions that did not affect the period on which the historical loss experience is based and to remove the effects of

conditions in the historical period that do not currently exist.

Estimates of changes in future cash flows for groups of assets should reflect and be directionally consistent with changes in

related observable data from period to period (for example, changes in unemployment rates, property prices, payment status,

or other factors indicative of changes in the probability of losses in the group and their magnitude). The methodology and

assumptions used for estimating future cash flows are reviewed regularly by the Bank to reduce any differences between loss

estimates and actual loss experience.

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

J Impairment of financial assets (Cont’d)

(a) Assets carried at amortised cost (cont’d)
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When a loan is uncollectible, it is written off against the related allowance for impairment losses. Such loans are written off

after all the necessary procedures have been completed and the amount of the loss has been determined. Subsequent recoveries

of amounts previously written off decrease the amount of the allowance for impairment losses in the income statement.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event

occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the previously recognised

impairment loss is reversed by adjusting the allowance account. The amount of the reversal is recognised in the income

statement.

(b) Assets classified as available for sale

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial

assets is impaired. In the case of equity investments classified as available for sale, a significant or prolonged decline in the fair

value of the security below its cost is considered in determining whether the assets are impaired. If any such evidence exists for

available-for-sale financial assets, the cumulative loss - measured as the difference between the acquisition cost and the

current fair value, less any impairment loss on that financial asset previously recognised in profit or loss - is removed from

equity and recognised in the income statement. Impairment losses recognised in the income statement on equity instruments

are not reversed through the income statement. If, in a subsequent period, the fair value of a debt instrument classified as

available for sale increases and the increase can be objectively related to an event occurring after the impairment loss was

recognised in profit or loss, the impairment loss is reversed through the income statement.

K Fixed assets

All fixed assets are stated at historical cost less accumulated depreciation and impairment. Historical cost includes expenditure

that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as appropriate, only when

it is probable that future economic benefits associated with the item will flow to the Bank and the cost of the item can be

measured reliably. All other repairs and maintenance are charged to the income statement during the financial period in which

they are incurred.

Depreciation is calculated using the straight-line method to write down the cost of such assets to their residual values over

their estimated useful lives as follows:

Buildings 30 - 35 years

Office equipment 5 - 11 years

Leasehold improvements 5 years, or over the lease period if the lease is less than 5 years

Motor vehicles 6 years

No depreciation is provided against construction in progress.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. Assets that

are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying

amount may not be recoverable. Where the carrying amount of an asset is greater than its estimated recoverable amount, it is

written down immediately to its recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs

to sell and value in use.

Gains and losses on disposal of fixed assets are determined by comparing proceeds with carrying amount. These are included

in the income statement.

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

J Impairment of financial assets (Cont’d)

(a) Assets carried at amortised cost (cont’d)
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L  Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating

leases. The Bank entered into various operating lease agreements, as lessee, to rent its head office and branches’ offices and

facilities. The total payments made under operating leases which include land use rights with payments that are separately

identifiable at inception of the lease are charged to the income statement on a straight-line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by

way of penalty is recognised as an expense in the period in which termination takes place.

All leasing activities engaged by the Bank to date have involved solely operating leases. The Bank has not conducted any leasing

activities as lessor.

M  Cash and cash equivalents

For purposes of the cash flow statement, cash and cash equivalents comprise balances with less than 3 months’ maturity from

the date of acquisition, including cash and balance with the People’s Bank of China (the “PBOC” or the “Central Bank”),

amounts due from banks and government bonds held.

N  Provisions

Provisions are recognised in the income statement when (i) the Bank has a present legal or constructive obligation, as a result

of past events, (ii) it is probable that an outflow of resources embodying economic benefits will be required to settle the

obligation, and (iii) a reliable estimate of the amount of the obligation can be made.

O  Financial guarantee contracts

The Bank issues letters of credit and letters of guarantee. These financial guarantee contracts provide for specified payments to

reimburse the holder for a loss it incurs because a specified debtor fails to make payments when due, in accordance with the

terms of a debt instrument. Such financial guarantees are given to banks, financial institutions and other bodies on behalf of

customers to secure loans and other banking facilities.

Financial guarantees are initially recognised in the financial statements at fair value on the date the guarantee was given.

Subsequent to initial recognition, the Bank’s liabilities under such guarantees are measured at the higher of initial measurement,

less amortisation calculated to recognise in the income statement the fee income earned on a straight line basis over the life of

the guarantee and the best estimate of the expenditure required to settle any financial obligation arising at the balance sheet

date. These estimates are determined based on experience of similar transactions and history of past losses, supplemented by

the judgment of management.

Any increase in the liability relating to guarantees is taken to the income statement as other expenses.

P  Employee benefits

In accordance with the policies of relevant state and local governments, employees participate in various defined contribution

retirement schemes managed by local Labour and Social Security Bureaus. The Bank contributes to pension and insurance

schemes administered by local pension and insurance agencies using applicable contribution rates of the pension and insurance

schemes stipulated in the relevant local regulations. Upon retirement of the employees, the local Labour and Social Security

Bureaus are responsible for the payment of the basic retirement benefits to the retired employees.

Contributions made by the Bank to the above retirement schemes are expensed in the income statement as incurred. The Bank has

no further legal obligation to pay additional pensions even if the pension schemes that the Bank has participated in are not sufficient

to provide all benefits that the employees are entitled to for the services they have provided in the current period or previous periods.

2  PRINCIPAL ACCOUNTING POLICIES (CONT’D)
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Pursuant to local government regulations, all domestic employees participate in various local housing funds 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 expensed as incurred.

Q Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of

assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is determined using tax rates

(and laws) that have been enacted or substantially enacted by the balance sheet date and are expected to apply when the

related deferred income tax asset is realised or the deferred income tax liability is settled.

The principal temporary differences arise from allowance for impaired loans, investment securities, doubtful receivables,

provision for possible losses on financial guarantees and revaluation of available-for-sale investment securities and derivative

financial instruments. Currently enacted tax rate of 33% at balance sheet date is used in the determination of deferred

income tax. However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or liability

in a transaction other than a business combination that at the time of the transaction affects neither accounting nor taxable

profit or loss.

Deferred tax assets are recognised where it is probable that future taxable profit will be available against which the temporary

differences can be utilised.

Deferred tax related to fair value re-measurement of available-for-sale investments, which are charged or credited directly to

equity, is also credited or charged directly to equity and subsequently recognised in the income statement together with the

deferred gain or loss.

Income tax payable on profits, based on the applicable tax law in each jurisdiction, is recognised as an expense in the period in

which profit arises. The tax effects of income tax losses available for carry-forward are recognised as an asset when it is

probable that future taxable profits will be available against which these losses can be utilised.

R Borrowings

Borrowings are recognised initially at fair value net of transaction costs incurred. Borrowings are subsequently stated at amortised

cost and any difference between proceeds net of transaction costs and the redemption value is recognised in the income

statement over the period of the borrowings using the effective interest method.

S Fiduciary activities

The Bank acts as a trustee and in other fiduciary capacities that result in the holding or managing assets on behalf of other

institutions. These assets and any income or losses arising thereon are excluded from these financial statements, as they are not

assets of the Bank.

The Bank also administers entrusted loans on behalf of third-party lenders. In this regard, the Bank grants loans to borrowers,

as agent, at the direction of third-party lenders, who fund these loans. The Bank has been contracted by these third-party

lenders to manage the administration and collection of these loans on their behalf. The third-party lenders determine both the

underwriting criteria for and all terms of the entrusted loans, including their purposes, amounts, interest rates, and repayment

schedule. The Bank charges a commission related to its activities in connection with the entrusted loans, but the risk of loss is

borne by the third-party lenders. Entrusted loans are not recognised in the financial statements of the Bank.

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

P Employee benefits (Cont’d)
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T Contingent liabilities and contingencies

A contingent liability is a possible obligation that arises from past events and whose existence will only be confirmed by the

occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Bank. It can also be

a present obligation arising from past events that is not recognised because it is not probable that an outflow of economic

resources will be required or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised as a provision but is disclosed in the notes to the financial statements. When a change

in the probability of an outflow occurs so that outflow becomes probable, it will then be recognised as a provision.

U Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.

3 FINANCIAL RISK MANAGEMENT

A Strategy in using financial instruments

The Bank’s activities expose it to a variety of financial risks and those activities involve the analysis, evaluation, acceptance

and management of some degree of risk or combination of risks. Taking risk is core to the financial business, and the

operational risks are an inevitable consequence of being in business. The Bank’s aim is therefore to achieve an appropriate

balance between risk and return and minimise potential adverse effects on the Bank’s financial performance.

The Bank raises funds primarily by the issuance of debts at both fixed and floating rates and for various periods and seeks to

earn interest margins by investing these funds in long-term infrastructure project lending. While operating in China under the

interest rate scheme regulated by the PBOC, the Bank seeks to increase these margins by issuing long-term bonds with different

maturities and reducing its cost of funds to the extent possible.

The Bank engages in derivative transactions, which include currency forwards, currency and interest rate swaps and interest

rate swaptions, primarily with its borrowers. In order to offset the potential risks related to the derivative transactions entered

into with its borrowers, the Bank often enters into similar or substantially similar contracts with other financial institutions.

In order to hedge its open positions in foreign currencies and interest rate, the Bank also enters into currency and interest rate

swaps and interest rate swaptions to provide effective controls on the Bank’s potential risk exposures in the related areas.

Please refer to Note 3C for risk management strategies regarding derivative financial instruments.

B Credit risk

The Bank takes on exposure to credit risk which is the risk that a counterparty will cause a financial loss for the Bank by failing

to discharge an obligation. Credit risk is the most important risk for the Bank’s business; management therefore carefully

manages its exposure to credit risk. Credit risk is increased when counterparties are concentrated in the same industries or

geographical regions. The Bank’s lending activities are undertaken substantially within China and concentrated in certain

targeted industries. Different areas in China and different industries have their own unique characteristics in economic

development and, therefore, could present different credit risks.

The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation to single

borrower, industry and location at provincial/country level. Such risks are monitored on a regular basis and subject to an

annual review.

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

B Credit risk (Cont’d)

To manage its credit risk, the Bank applies rigorous underwriting procedures to each loan application and has developed a

disciplined credit risk management process. Exposure to credit risk is managed through regular analysis of the ability of

borrowers and potential borrowers to meet interest and capital repayment obligations. Exposure to credit risk is also managed

in part by obtaining collaterals and guarantees.

Credit related commitments

The primary purpose of these instruments is to ensure that funds are available to a customer as required. Guarantees and

letters of credit, which represent irrevocable assurance that the Bank will make payments in the event that a customer cannot

meet its obligations to third parties, carry the same credit risk as loans. In some cases, guarantee deposits are received by the

Bank to lessen the credit risks related to certain of these commitments provided by the Bank. The guarantee deposit which is at

certain percentage of the notional amount of the guarantee and letters of credit and other credit related commitments is

determined by the creditworthiness of the customer.

Commitments to extend credit represent unused portions of authorisations to extend credit in the form of loans, guarantees or

letters of credit. With respect to credit risk on commitments to extend credit, the Bank is potentially exposed to loss in an

amount equal to the total unused commitments. However, the likely amount of loss is less than the total unused commitments

since most commitments to extend credit are contingent upon customers maintaining their level of creditworthiness. The Bank

monitors the term to maturity of credit commitments because longer-term commitments generally have a greater degree of

credit risk than shorter-term commitments.

* Eastern China includes Beijing, Liaoning, Hebei, Tianjin, Shandong, Shanghai, Jiangsu, Zhejiang, Fujian, Guangdong and

Hainan.

Central China includes Jilin, Heilongjiang, Shanxi, Henan, Hubei, Anhui, Hunan and Jiangxi.

Western China includes Xinjiang, Tibet, Gansu, Qinghai, Ningxia, Inner Mongolia, Shaanxi, Sichuan, Chongqing, Guizhou,

Yunnan and Guangxi.

Outside mainland China includes Hong Kong and other areas.

Loans and advances by geography

2006 2005

Amount % Amount %

Loans to customers*

Eastern China 1,067,284 53 849,861 49

Central China 452,883 22 411,590 24

Western China 447,584 22 410,856 24

Outside mainland China 46,690 3 32,120 2

Loans to banks 3,123 - 27,399 1

Accrued interest receivable 5,066 - 3,965 -

2,022,630 100 1,735,791 100
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C Market risk

The Bank takes on exposure to market risk, which is the risk that the fair value or future cash flows of a financial instrument will

fluctuate because of changes in market prices. Market risk arises from open positions in interest rate products, currency

products and derivative financial instrument transactions, all of which are exposed to general and specific market movements

and changes in the level of volatility of market rates or prices such as interest rates, credit spreads, foreign exchange rates.

The management of the specific market risks is summarised below in Note 3D, 3E and 3F.

D Currency risk

The Bank conducts the majority of its businesses in Rmb, with certain foreign currency transactions in USD, Euros (“EURO”),

Japanese Yen (“JPY”) and to a much lesser extent, other currencies. Through foreign currency swaps, the Bank maintains its

foreign currency risk mainly in USD. The exchange rates between Rmb to USD are set by the PBOC and have historically

fluctuated within a narrow band of less than 1% prior to July 2005. On 21 July 2005, the PBOC introduced a managed floating

exchange rate system to allow the value of the Rmb to fluctuate within a regulated band based on market supply and demand

and by reference to a basket of currencies. The Bank’s exposure to currency risk could be increased if the PBOC further changes

its policy related to the exchange rate system.

The Bank is exposed to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial position and

cash flows. The Bank’s principle in controlling exchange rate risk is to attempt to match its assets and liabilities in each currency

and to maintain exchange rate risk within established limits. The management sets limits on the level of exposure by currency,

which is monitored regularly.

3 FINANCIAL RISK MANAGEMENT  (CONT’D)

B Credit risk (Cont’d)

Loans and advances by industry

2006 2005

Amount % Amount %

Loans to customers

Water conservancy, environment protection

 and public utilities 490,983 24 418,234 24

Road transportation 425,261 21 365,904 21

Electric power and heating 394,606 20 385,724 22

Petroleum, petrochemical and chemical industry 193,494 9 136,474 8

Manufacturing industry 95,659 5 66,388 4

Railway transportation 72,464 4 82,996 5

Telecommunication and other information

 transmission service 58,870 3 48,750 3

Urban public transportation 52,971 3 50,976 3

Other transportation 42,775 2 40,588 2

Others 187,358 9 108,393 6

Loans to banks 3,123 - 27,399 2

Accrued interest receivable 5,066 - 3,965 -

2,022,630 100 1,735,791 100
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3 FINANCIAL RISK MANAGEMENT  (CONT’D)

D Currency risk (Cont’d)

In order to provide effective economic hedge against the foreign currency exposure, the Bank enters into foreign currency

swap and forward contracts with the PBOC and other banks. This foreign currency translation loss was partially offset by a gain

on the foreign currency derivative financial instruments.

The table below summarises the Bank’s exposure to foreign currency exchange rate risk at the end of the year. Included in the

table are the Bank’s assets and liabilities at carrying amounts in Rmb, categorised by the original currency.

Other

At 31 December 2006 RMB USD   Currencies Total

Assets:

Cash and balances with bank 47,374 2,239 337 49,950

Securities purchased under resale agreements 385 - - 385

Loans, net 1,768,353 196,814 29,960 1,995,127

Cinda bonds, net 100,060 - - 100,060

Investment securities 46,493 98,864 - 145,357

Others 18,568 4,511 309 23,388

Total assets 1,981,233 302,428 30,606 2,314,267

Liabilities:

Due to other banks and customers 140,127 24,670 13 164,810

Securities sold under repurchase agreements 7,201 - - 7,201

Borrowings from other banks and governments 14,451 31,561 14,954 60,966

Debt securities in issue and subordinated debts 1,852,182 48,434 3,431 1,904,047

Others 17,640 1,334 90 19,064

Total liabilities 2,031,601 105,999 18,488 2,156,088

Net on balance sheet position (50,368) 196,429 12,118 158,179

Currency forwards and swaps 193,116 (180,502) (12,000) 614

Commitments to extend credit 1,574,309 37,999 27,207 1,639,515
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3 FINANCIAL RISK MANAGEMENT  (CONT’D)

D Currency risk (Cont’d)

Other

At 31 December 2005 RMB USD   Currencies Total

Assets:

Cash and balances with bank 27,703 496 47 28,246

Securities purchased under resale agreements 500 - - 500

Loans, net 1,575,656 119,049 17,292 1,711,997

Cinda bonds, net 100,610 - - 100,610

Investment securities 30,045 20,837 - 50,882

Others 6,240 224 - 6,464

Total assets 1,740,754 140,606 17,339 1,898,699

Liabilities:

Due to other banks and customers 117,424 27,073 221 144,718

Borrowings from other banks and governments 19,108 31,203 15,885 66,196

Debt securities in issue and subordinated debts 1,499,206 37,006 5,284 1,541,496

Others 14,947 832 - 15,779

Total liabilities 1,650,685 96,114 21,390 1,768,189

Net on balance sheet position 90,069 44,492 (4,051) 130,510

Currency forwards and swaps 19,983 (24,701) 3,830 (888)

Commitments to extend credit 1,204,688 11,572 7,182 1,223,442
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3 FINANCIAL RISK MANAGEMENT  (CONT’D)

E Interest rate risk

Cash flow interest rate risk is the risk that the future cash flow of a financial instrument will fluctuate because of changes in

market interest rates. Fair value interest rate risk is the risk that the fair value of a financial instrument will fluctuate because of

changes in market interest rates. The Bank takes on exposure to the effects of fluctuations in the prevailing levels of market

interest rates on both its fair value and cash flow risks. Interest margins may increase as a result of such changes but may reduce

in the event that unexpected movements arise. Currently, benchmark interest rates for loans and deposits within mainland

China are set by the PBOC. The Bank operates its business predominantly in China under the interest rate scheme regulated by

the PBOC. It is normal practice for the interest rates of both interest bearing assets and liabilities to move in the same directions.

Consequently, the Bank’s exposure to interest rate risk is not significant, except for the foreign currency denominated investment

in bonds and debt securities in issue. However, there is no guarantee that the PBOC will continue this practice in future. The

Bank’s exposure to interest rate risk could be increased if the PBOC changes its regulation and practice related to the regulation

of interest rates in China.

According to the PBOC regulations, interest rates on loans denominated in Rmb can be set up to 10% below the PBOC

benchmark interest rates, and interest rates on deposits denominated in Rmb cannot be higher than the PBOC benchmark

interest rates.

The Bank is proactive in managing its exposure to interest rates. It monitors changes in interest rates closely. In order to control

its interest rate exposure, the Bank will adjust interest levels on loans denominated in foreign currencies and funding sources

where necessary. It also uses financial instruments as economic hedges against this exposure.

F Liquidity risk

Liquidity risk is the risk that the Bank is unable to meet its payment obligations associated with its financial liabilities when they

fall due and to replace funds when they are withdrawn. The consequence may be the failure to meet obligations to repay

debtors and depositors and fulfil commitments to lend.

The Bank is exposed to daily calls on its available cash resources from current accounts, maturing deposits, debt securities in

issue and subordinated debts, loan drawdowns, guarantees and other calls on cash settled derivatives. The Bank does not

maintain cash resources to meet all of these needs as the Bank has the ability to refinance by issuing new debts in the market,

in addition, experience shows that a minimum level of re-investment of maturing funds can be predicted with a high level of

certainty. Management sets limits on the minimum proportion of maturing funds available to meet such calls and on the

minimum level of interbank and other borrowing facilities that should be in place to cover withdrawals at unexpected levels of

demand.
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F Liquidity risk (Cont’d)

The matching and controlled mismatching of the maturities of assets and liabilities is fundamental to the management of the

Bank. It is impracticable for banks ever to be completely matched since businesses transacted are often of uncertain terms and

of different types. An unmatched position potentially enhances profitability, but also increases the risk of losses. The Bank

strives to manage its mismatched positions within a reasonable range.

Liquidity requirements to support calls under guarantees and letters of credit are considerably less than the amounts under

commitments because the Bank does not generally expect the third party to draw funds under those agreements. The total

outstanding contractual amount of commitments to extend credit does not necessarily represent future cash requirements,

since some of these commitments will either expire or terminate due to the customers’ inability to fulfil the conditions of

drawdown.

G Fair value of financial assets and liabilities

Fair value estimates are made at a specific point in time based on relevant market information and information about the

various financial instruments. In respect of assets and liabilities carried at other than fair values, the following methods and

assumptions were used to estimate the fair value of each class of financial instruments for which it is practicable to estimate

that value.

(a) Cash and balance with the PBOC, Amounts due from other banks, Securities purchased under resale agreements, Deposits

from other banks, Current account balances of customers, Securities sold under repurchase agreements, Other assets and

Other liabilities

Given that maturities of these financial assets and liabilities are within one year, the carrying amount approximates the fair

value.

(b) Held-to-maturity investment securities and investment securities classified as loans and receivables

The fair value of held-to-maturity investment securities and investment securities classified as loans and receivables is based on

quoted market price, if available. If a quoted market price is not available, fair value is estimated using a discounted cash flow

model and, where appropriate, latest transaction price, valuation of investments, price/earnings or price/cash flow ratios

refined to reflect the specific circumstances of the issuer. In some cases, where information is not available to reliably estimate

fair value, reference is made to costs.

(c) Loans and advances to customers

The carrying amount of variable rate loans and advances to customers is a reasonable estimate of fair value because interest

rates are tied to the PBOC rate and are adjusted when the PBOC announces interest rate changes. The fair value of fixed rate

loans to customers is estimated using a discounted cash flow analysis utilising the rates currently offered for loans of similar

remaining maturities.

(d) Fixed interest-bearing deposit

The fair value of fixed interest-bearing deposit is estimated using a discounted cash flow analysis utilising the rates currently

offered for deposits of similar remaining maturities.

3 FINANCIAL RISK MANAGEMENT (CONT’D)
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

G Fair value of financial assets and liabilities (Cont’d)

H Fiduciary activities

The Bank provides asset management and entrusted loan administration services to third parties. Assets that are held in a

fiduciary capacity are not included in these financial statements, and the risk of loss is borne by the third-party lenders. As at

31 December 2006 and 2005, the balances of managed loans amounted to approximately Rmb 767,663 million and Rmb 438,214

million, respectively, and entrusted loans amounted to approximately Rmb 5,082 million and Rmb 5,585 million, respectively.

(e) Borrowings from other institutions, Debt securities in issue, Subordinated debts

The fair value of borrowings without quoted market price is calculated based on discounted cash flows using interest rates for

new borrowings with similar remaining maturities.

The aggregate fair values of debt securities are calculated based on quoted market prices. For those securities where quoted

market prices are not available, a discounted cash flow model is used based on a current yield curve appropriate for the

remaining term to maturity.

The estimated fair values of the Bank’s financial instruments, of which the respective carrying values are different, at 31

December 2006 and 2005 are summarised as follows:

Carrying Value Fair Value

2006 2005 2006 2005

Financial assets

Investment securities

-Held-to-maturity 26,278 905 26,043 890

-Loans and receivables 33,838 - 33,868 -

Loans and receivables (including Cinda bonds), net 2,095,187 1,812,607 2,098,760 1,817,252

Financial liabilities

Due to customers 155,310 136,853 155,307 136,880

Borrowings from other banks and  governments 60,966 66,196 63,501 69,596

Debt securities in issue and subordinated debts 1,904,047 1,541,496 1,914,888 1,558,158
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4 SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial

year. Estimates and judgements are continually evaluated and based on historical experience and other factors, including

expectations of future events that are believed to be reasonable under the circumstances. Areas susceptible to changes in

essential estimates and judgements, which affect the carrying value of assets and liabilities, are set out below. It is impracticable

to determine the effect of changes to either the key assumptions discussed below or other estimation uncertainties. It is

possible that actual results may require material adjustments to the estimates referred to below.

A Impairment losses on loans and advances

The Bank reviews its loan portfolios to assess impairment on an annual basis, unless circumstances indicate possible impairment

at an interim date. In determining whether an impairment loss should be recorded in the income statement, the Bank makes

judgements as to whether there is any observable data indicating that there is a measurable decrease in the estimated future

cash flows from a portfolio of loans before the decrease can be identified with an individual loan in that portfolio. This

evidence may include observable data indicating that there has been an adverse change in the payment status of borrowers in

a group, or national or local economic conditions that correlate with defaults on assets in the group. Management uses

estimates based on historical loss experience for assets with credit risk characteristics and objective evidence of impairment

similar to those in the portfolio when scheduling its future cash flows. The methodology and assumptions used for estimating

both the amount and timing of future cash flows are reviewed regularly to reduce any differences between loss estimates and

actual loss experience.

B Fair value of financial instruments

The fair values of financial instruments that are not quoted in active markets are determined by using valuation techniques.

Valuation techniques used include discounted cash flows analysis and models. To the extent practical, models use only

observable data, however areas such as credit risk (both own and counterparty’s), volatilities and correlations require management

to make estimates. Changes in assumptions about these factors could affect reported fair value of financial instruments. With

respect to the PRC Government obligations related to large-scale policy directed financing transactions, such as the one

described in Note 17, fair value is determined using the stated interest rate of the related instrument. In this regard, there are

no relevant market prices or yields reflecting arm’s length transactions of a comparable size and tenor, available.

C Impairment of available-for-sale equity investments

The Bank determines that available-for-sale equity investments are impaired when there has been a significant or prolonged

decline in the fair value below its cost. This determination of what is significant or prolonged requires judgement. In making

this judgement, the Bank evaluates among other factors, the normal volatility in share price. In addition, impairment may be

appropriate when there is evidence of deterioration in the financial health of the investee, industry and performance, changes

in technology, and operational and financing cash flows.

D Held-to-maturity investments

The Bank follows the guidance of IAS 39 on classifying non-derivative financial assets with fixed or determinable payments and

fixed maturity as held-to-maturity. This classification requires significant judgement. In making this judgement, the Bank

evaluates its intention and ability to hold such investments to maturity. If the Bank fails to keep these investments to maturity

other than, for the specific circumstances, for example, selling an insignificant amount close to maturity, it will be required to

reclassify the entire class as available for sale.
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5 NET INTEREST INCOME

6 NET FEE AND COMMISSION INCOME

2006 2005

Fee and commission income

Credit related fees and commissions 1,891 718

Other fees and commissions 183 220

2,074 938

Fee and commission expense

Credit related fees and commissions 163 35

Other fees and commissions 50 16

213 51

Net fee and commission income 1,861 887

2006 2005

Interest income

Balances with the PBOC and other banks 264 220

Loans to customers 110,644 89,256

Loans to banks 196 87

Cinda bonds 2,250 2,250

Investment securities 2,550 948

Others 209 4

116,113 92,765

Interest expense

Deposits from other banks 166 9

Due to customers 2,453 2,054

Borrowings from other banks and governments 3,908 4,215

Debt securities in issue and subordinated debts 56,544 46,317

Others 72 11

63,143 52,606

Net interest income 52,970 40,159

Interest income accrued on identified impaired financial assets is Rmb 116 million (2005: Rmb 180 million).
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2006 2005

Staff costs 768 616

Administration expenses 457 343

Depreciation and amortisation 183 178

Travel expenses 179 84

Occupancy 174 114

Business tax and surcharges 5,819 4,840

Others 763 562

8,343 6,737

9 OPERATING EXPENSES

7 DIVIDEND INCOME

2006 2005

Available-for-sale investment securities 395 522

8 NET TRADING INCOME

2006 2005

Net gains on trading securities (6) -

Net gains on securities designated as at fair value

through profit or loss 675 -

Derivative transactions

- Unrealised gains 3,059 185

- Unrealised losses (1,122) (1,582)

1,937 (1,397)

- Realised gains 412 175

- Realised losses (864) (107)

(452) 68

2,154 (1,329)



CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts expressed in millions of Rmb unless otherwise specified)

 134 �====��� !"�� !"#

12  CASH AND BALANCE WITH THE PBOC

11  INCOME TAX EXPENSE

2006 2005

Current tax 12,599 10,684

Deferred tax (Note 20) (9) (573)

12,590 10,111

2006 2005

Profit before tax 40,242 32,894

Tax calculated at the statutory rate of 33% (2005: 33%) 13,280 10,855

Non-taxable income:

   - Interest income on government bonds (51) (8)

   - Interest income on Cinda bonds (743) (743)

   - Dividend income from available-for-sale investment securities (130) (172)

Non-deductible salary and other expenses 200 162

Others 34 17

12,590 10,111

2006 2005

Cash and balance with the PBOC, included in cash and

cash equivalents (Note 14) 46,221 25,542

The entire balance with the PBOC is available for use in the Bank’s day to day operations.

The actual income tax expense differs from the statutory income tax for the following reasons:

10  OTHER EXPENSES, NET

2006 2005

Foreign exchange losses (gains) 3,676 (412)

Provision for possible losses on financial guarantees 1,269 222

Loss on disposal of foreclosed assets 301 -

Others 20 (7)

5,266 (197)
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14  CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the cash flow statement consisted of the following:

15  FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial assets at fair value through profit or loss

13  DUE FROM OTHER BANKS

2006 2005

Deposits with other banks, included in cash equivalents (Note 14) 3,531 2,508

Restricted balances with other banks 198 196

3,729 2,704

2006 2005

Cash and balance with the PBOC 46,221 25,542

Due from other banks 3,531 2,508

Government bonds 70 3,876

49,822 31,926

2006 2005

Trading securities, at fair value

- Government bonds, listed * 12,505 683

Financial assets designated as at fair value through profit

or loss, at fair value

- Structured variable redemption amount note, unlisted 3,408 -

Derivatives, at fair value

- Currency forwards 42 43

- Currency swaps 1,120 60

- Interest rate swaps 1,049 69

2,211 172

18,124 855
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The components of the Bank’s allowance for impaired loans are summarised below:

16  LOANS AND RECEIVABLES AND ALLOWANCE FOR IMPAIRED LOANS

The composition of loans and receivables is as follows:

2006 2005

Impairment allowance collectively assessed 22,015 17,644

Impairment allowance individually assessed 5,488 6,150

27,503 23,794

2006 2005

Loans to customers 2,014,441 1,704,427

Loans to banks 3,123 27,399

Accrued interest receivable 5,066 3,965

2,022,630 1,735,791

Less: Allowance for impaired loans (27,503) (23,794)

1,995,127 1,711,997

Financial liabilities at fair value through profit or loss

2006 2005

Derivatives, at fair value

- Currency forwards 1 37

- Currency swaps 814 338

- Interest rate swaps 598 457

- Extension options 147 626

1,560 1,458

* As at 31 December 2006, the Bank’s trading securities of Rmb 845 million (2005: nil) were pledged as collateral to third

parties under agreements to repurchase.

15  FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONT’D)
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Movement of allowance for impaired loans:

17  CINDA BONDS, NET

2006 2005

Principal 100,000 100,000

Accrued interest receivable * 60 610

100,060 100,610

* Net of an impairment allowance of nil (2005: Rmb 209 million).

2006 2005

At 1 January 23,794 23,093

Charge for the year 4,138 1,652

Write-off (290) (759)

Recoveries - 8

Unwinding of discount on allowance (116) (180)

Exchange differences (23) (20)

At 31 December 27,503 23,794

The Cinda bonds are general debt obligations issued by China Cinda Asset Management Company (“Cinda”), in exchange for

certain non-performing loans transferred to Cinda by the Bank. In accordance with the related agreement defining the terms of

this transaction between the Bank and Cinda, certain non-performing loans with an aggregate carrying value of Rmb 100

billion were transferred to Cinda in December 1999. The Bank did not retain any control over or any continuing interest in the

loans transferred to Cinda. In exchange for the transfer of the non-performing loans, Cinda issued to the Bank 10-year bonds

with principal amount of Rmb 100 billion bearing interest at 2.25% per annum. Among other things, Cinda can redeem the

bonds prior to the stated maturity.

On 20 November 1999, the State Council mandated that the Cinda bonds are guaranteed as to the payment of principal by the

Ministry of Finance (the “MOF”).

On 15 July 2000, the State Council mandated that the interest income received by the Bank related to the Cinda bonds should

not be distributed to the Bank's shareholder.

In accordance with the Notice on Tax Exemption (Caishui [2001] No.152) issued jointly by the MOF and the State

Administration of Taxation on 8 October 2001, the related interest income from Cinda bonds is exempted from business

tax and income tax.

As at 31 December 2006, there was no overdue interest for Cinda Bonds (2005: Rmb 256 million).

16  LOANS AND RECEIVABLES AND ALLOWANCE FOR IMPAIRED LOANS (CONT’D)
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18  INVESTMENT SECURITIES

2006 2005

Available-for-sale

Debt securities, * listed at fair value 40,470 22,931

Debt securities, unlisted at fair value 40,269 21,430

Equity securities, ** unlisted at fair value 4,502 5,616

85,241 49,977

Held-to-maturity

Debt securities, unlisted at amortised cost 26,278 905

Loans and receivables

Debt securities, unlisted at amortised cost 33,838 -

145,357 50,882

* Available-for-sale debt securities at fair value of Rmb 6,353 million (2005: nil) were pledged as collateral to third parties

under agreements to repurchase

** Upon the approval of relevant authorities, the Bank has entered into debt-to-equity swap (“DES”) transactions with certain

of its borrowers. In accordance with the related agreements, the Bank forgives all or part of the loan principal outstanding,

together with interest receivable, in exchange for the borrower's equity securities. Each of the individual transactions was

structured so that the fair value of the equity securities received equaled the carrying value of the related loan and no gain

or loss was recorded.

In 2006, no loans and receivables were converted to equity (2005: Rmb 795 million).

The proceeds from the sale of equity securities were Rmb 1,647 million (2005: Rmb 4,200 million), with a related gain of

Rmb 553 million (2005: Rmb 1,089 million).

These DES transactions were directed by the Chinese Government to assist borrowers in restructuring their financial positions.

Certain of the agreements between the Bank and borrowers express the borrower’s intention to repurchase, subject to

Government approval, the related equity securities from the Bank within a specified period of time. This stated intention

does not create any legally enforceable obligation on the borrower to repurchase its equity securities.

Consistent with the nature of these DES arrangements, the Bank periodically discusses with borrowers the potential terms

and timing of repurchases of equity securities transferred to the Bank. As any repurchases of equity securities would be

subject to Government direction and approval, it is not possible to predict with any certainty the timing of potential

repurchases. The price at which such securities are repurchased is determined through negotiation among the Bank, the

Chinese Government and the borrower, with reference to the fair value.

Unlisted equity securities are carried at fair value. These securities were received in connection with the above mentioned

Government directed DES transactions and there are a number of risks and uncertainties inherent in the determination of

fair value. The disposal of these securities is subject to significant influence of the Government, which affects the Bank’s

assessment of fair value of these securities. Further, as China is a developing economy, relevant market information is

potentially susceptible to significant volatility.
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18  INVESTMENT SECURITIES (CONT’D)

The movements in investment securities are summarised as follows:

Available- Held-to- Loans and

for-sale maturity receivables Total

At 1 January 2005 42,305 1,766 - 44,071

Additions 78,098 - - 78,098

Proceeds from disposals (sales, redemptions and maturities) (71,334) (861) - (72,195)

Gain on disposal 1,102 - - 1,102

Impairment provision (573) - - (573)

Unrealised gain on changes in fair value 379 - - 379

At 31 December 2005 49,977 905 - 50,882

At 1 January 2006 49,977 905 - 50,882

Additions 132,764 25,373 84,540 242,677

Proceeds from disposals (sales, redemptions and maturities) (97,755) - (50,671) (148,426)

Gain on disposal 539 - (31) 508

Impairment provision (108) - - (108)

Unrealised loss on changes in fair value (176) - - (176)

At 31 December 2006 85,241 26,278 33,838 145,357

2006 2005

Cost 3,285 3,248

Accumulated depreciation (753) (643)

Net book value 2,532 2,605

Construction in progress 140 67

2,672 2,672

19  FIXED ASSETS, NET
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19  FIXED ASSETS, NET (CONT’D)

The net book value of fixed assets consisted of the following:

20  DEFERRED INCOME TAX

Deferred income taxes are calculated on all temporary differences under the liability method using an effective tax rate of 33%

(2005: 33%).

The movement of deferred income tax is as follows:

Office Leasehold Motor
Buildings equipment improvements vehicles Total

Cost
At 1 January 2006 2,650 336 19 243 3,248
Add: Additions 66 32 8 2 108
Less: Disposals (8) (44) - (19) (71)
At 31 December 2006 2,708 324 27 226 3,285

Accumulated depreciation
At 1 January 2006 283 222 7 131 643
Add: Additions 96 41 2 33 172
Less: Disposals - (43) - (19) (62)
At 31 December 2006 379 220 9 145 753

Net book value
At 31 December 2006 2,329 104 18 81 2,532

At 31 December 2005 2,367 114 12 112 2,605

2006 2005

At 1 January 1,937 1,489
Income statement charge (Note 11) 9 573
Unrealised losses (gains) on changes in fair value of
   available-for-sale investment securities 58 (125)
At 31 December 2,004 1,937
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Deferred income tax assets (liabilities) are attributable to the following items:

The deferred tax charge in the income statement comprises the following temporary differences:

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes relate to the same fiscal authority.

21  DUE TO CUSTOMERS

20  DEFERRED INCOME TAX (CONT’D)

2006 2005

Allowance for impaired loans 1,557 1,633

Allowance for other impaired financial assets 452 650

Unrealised losses (gains) on financial instruments at fair

value through profit or loss (438) 424

Unrealised gains on changes in fair value of available-for-

sale investment securities (380) (438)

Temporary difference in capitalisation of transaction cost

on issuance of bonds (462) (596)

Temporary difference in exchange losses 517 -

Provision for possible losses on financial guarantees 669 250

Temporary difference in net interest income and others 89 14

2,004 1,937

2006 2005

Impairment losses for loans 76 939

Impairment losses for other financial assets 198 (189)

Unrealised gains (losses) on financial instruments at fair

value through profit or loss 862 (469)

Temporary difference in capitalisation of transaction cost

on issuance of bonds (134) (70)

Temporary difference in exchange losses (517) -

Provision for possible losses on financial guarantees (419) (73)

Temporary difference in net interest income and others (75) (711)

(9) (573)

2006 2005

Current accounts 125,508 106,311

Term deposits 29,335 30,516

Guarantee deposits 467 26

155,310 136,853
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22  BORROWINGS FROM OTHER BANKS AND GOVERNMENTS

23  DEBT SECURITIES IN ISSUE

* Included in Rmb financial bonds issued are certain financial bonds amounting to Rmb 200,000 million (2005: Rmb 220,000

million) have provisions which allow the Bank or the bond holders to redeem them prior to the bonds' maturity. If the Bank

chooses not to exercise its redemption option on a specified date, it is obligated to pay a higher interest rate on the bond.

None of the foreign currency bonds are subject to redemption prior to their stated maturities.

One of the financial bonds amounting to Rmb 80 million has provisions which allow the bond holders to convert their

original bond to the specified reference bond issued by the Bank at a pre-determined date (2005: Rmb 80 million).

Two of the financial bonds amounting to Rmb 40,000 million (2005: Rmb 20,000 million) contain provisions which allow

the bond holders to extend the bonds' maturity.

2006 2005

Borrowings from foreign banks - import credit 30,112 32,892

Borrowings from domestic banks 23,960 25,898

Borrowings from foreign governments 3,512 3,349

Other borrowings from foreign commercial banks 3,382 4,057

60,966 66,196

Weighted

average

interest rate

per annum (%) 2006 2005

Rmb financial bonds issued in 3.27

domestic market * (2005: 3.18) 1,811,875 1,458,905

Foreign currency bonds issued in 5.41

domestic market (2005: 4.28) 29,365 17,363

Foreign currency bonds issued in 5.62

international market (2005: 5.51) 22,499 24,927

1,863,739 1,501,195
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25  OTHER LIABILITIES

26  PAID-IN CAPITAL AND CAPITAL SURPLUS

The registered capital of the Bank is Rmb 50 billion, all of which has been fully funded by the MOF.

Upon the approval by the MOF in 2006, the Bank recorded the exempted debts of Rmb 135 million into Capital Surplus. These
debts were originated from the merger of six national investment companies into the Bank in 1998 under the direction of the

Chinese Government.

27  RESERVES

A  Statutory reserve

Within Owner’s Equity, the Bank has established a statutory surplus reserve, a statutory welfare reserve and a general surplus
reserve. The purpose of establishing these reserves is to segregate and restrict the use of retained earnings that would otherwise
be available for distribution to the owner. All transfers from retained earnings to the reserves and transfers among the reserves
must be approved by the MOF.

Upon the approval by the MOF in 2006, the Bank allocated Rmb 1,356 million (2005: Rmb 676 million), representing 10%
(2005: 10%) of its statutory profit after taxes for the year ended 31 December 2005, of its retained earnings to the statutory
surplus reserve and statutory welfare reserve, in each case, based on its statutory financial statements for the year ended 31
December 2005. Once approved by the MOF, the statutory surplus reserve can be used to fund operating losses or transferred
to registered capital.

Effective from January 1, 2006, the Bank is no longer required to make further appropriation to statutory welfare reserve
pursuant to the Notice on Accounting Treatment after Implementation of Company Law (Caiqi [2006] No. 67) issued by the
MOF on 15 March, 2006. Upon the approval by the MOF, the Bank transferred its accumulated balance of statutory welfare
reserve amounting Rmb 3,092 million to the statutory surplus reserve in 2006.

2006 2005

Income tax payable 11,701 10,100
Provision for possible losses on financial guarantees 2,026 757
Business tax and surcharges payable 1,613 1,545
Other payables 1,329 1,192
Others 835 727

17,504 14,321

24  SUBORDINATED DEBTS

The subordinated debts have provisions which allow the Bank to redeem them prior to maturity. If the Bank chooses not to

exercise its redemption option on a specified date, it is obligated to pay a higher interest rate on the debt.

Weighted
average

interest rate
per annum (%) 2006 2005

Rmb debts issued in domestic market 4.62 (2005: 4.62) 40,308 40,301
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B  General banking reserve

Pursuant to circulars issued by the MOF in 2005, the Bank is required to maintain adequate reserve for unforeseeable risks and

future losses. Therefore, a general banking reserve is established by the Bank through the appropriation of the retained earnings.

As a guiding principle, the balance of general banking reserve should not be less than 1% of the aggregate amount of all risk

assets.

Upon the approval by the MOF in 2006, the Bank allocated Rmb 26,485 million of its retained earnings to the general banking

reserve. No profit appropriation to this reserve has been made with respect to net income for the year ended 31 December

2006 as the profit appropriation plan is pending approval by the MOF.

28  DERIVATIVE FINANCIAL INSTRUMENTS

The following derivative instruments are utilised by the Bank:

Currency forwards represent commitments to purchase/sell foreign exchanges including undelivered spot transactions.

Interest rate and currency swaps are commitments to exchange one set of cash flows for another. Swaps result in an economic

exchange of currencies or interest rates (e.g. fixed rate for floating rate) or a combination of all these (i.e. cross-currency

interest rate swaps). Except for certain currency swaps, no exchange of principal takes place. The Bank’s credit risk represents

the potential cost to replace the swap contracts if counterparties fail to perform their obligation. This risk is monitored on an

ongoing basis with reference to the current fair value, the notional amount of the contracts and the liquidity of the market. To

control the level of credit risk taken, the Bank assesses counterparties using the same techniques as for its lending activities.

Interest rate swaptions are contractual agreements under which the seller (writer) grants the purchaser (holder) the right, but

not the obligation, either to buy (a call option) or sell (a put option) at or by a set date or during a set period, a specific amount

of a financial instrument at a pre-determined price. In consideration for the assumption of interest rate risk, the seller receives

a premium from the purchaser. Options are negotiated over-the-counter (“OTC”) between the Bank and its counterparty.

The credit default swaps are contractual agreements that the Bank entered into whereby the counterparty pays a fixed periodic

payment for the specified life of the agreement. The Bank makes no payments unless a specified credit event occurs. Credit

events were typically defined to include a material default, bankruptcy or debt restructuring for a specified reference asset,

bonds or loans, usually. If such a credit event occurs, the Bank will make a payment to the counterparty, and the swap then

terminates. The size of the payment of those credit default swaps is usually linked to a pre-determined amount or its equivalent

in the relevant obligation currency as of the occurrence of the relevant credit event. Therefore, the Bank takes the exposure of

the credit risk on the specified reference asset. The Bank controls the credit risk with the same techniques as for its lending or

investing activities, according to the types of the underlyings.

At 31 December 2006, the Bank had a total of 300 foreign currency forward contracts, currency swap contracts, interest rate

swap contracts, credit default swap contracts and extension option contracts outstanding. These contracts will become due at

various dates through September 2030.

The notional amounts of certain types of financial instruments provide a basis for comparison with instruments recognised on the

balance sheet but do not necessarily indicate the amounts of future cash flows involved or the current fair value of the instruments

and, therefore, do not indicate the Bank’s exposure to credit or price risks. The derivative instruments become favourable (assets)

or unfavourable (liabilities) as a result of fluctuations in market interest rates or foreign exchange rates relative to their terms. The

aggregate contractual or notional amount of derivative financial instruments on hand, the extent to which instruments are

favourable or unfavourable and, thus the aggregate fair values of derivative financial assets and liabilities can fluctuate significantly

from time to time. The fair values of derivative instruments held are set out in the following table.

27  RESERVES (CONT’D)
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The table above provides a detailed breakdown of the contractual or notional amounts and the fair values of the Bank’s

derivative financial instruments outstanding at year-end. These instruments allow the Bank and its customers to transfer,

modify or reduce their foreign exchange and interest rate risks.

The Bank undertakes most of its transactions in foreign exchange and interest rate contracts with other financial institutions.

Management has established notional limits of these contracts by counterparties, industry sectors and countries. Actual credit

exposures and limits are regularly monitored and controlled by management.

28  DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D)

29  RETIREMENT BENEFIT OBLIGATIONS

The Bank participates in various defined contribution retirement benefit plans organised by municipal and provincial governments

under which it is required to make monthly contributions to these plans at rates stipulated by local governments of the

employees’ basic salary or other applicable calculating basis in each jurisdiction. The Bank’s contributions to these pension

plans are charged to the income statement in the year to which they relate. Expenses incurred by the Bank in connection with

the retirement benefit plans amounting to Rmb 63 million for the year (2005: Rmb 51 million).

Contract / Fair values

 notional amount Assets Liabilities

At 31 December 2006

Currency forwards 7,022 42 1

Currency swaps 215,903 1,120 814

Interest rate swaps 103,928 1,049 598

Extension options 40,000 - 147

Credit default swaps 1,601 - -

Total derivative assets/liabilities (Note 15) 2,211 1,560

At 31 December 2005

Currency forwards 3,324 43 37

Currency swaps 26,272 60 338

Interest rate swaps 39,322 69 457

Interest rate swaptions 1,211 - -

Extension option 20,000 - 626

Credit default swaps 847 - -

Total derivative assets/liabilities (Note 15) 172 1,458
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31  RELATED PARTY AND RELATED PARTY TRANSACTIONS

Related parties are those parties that have the ability to control the other party or exercise significant influence over the other

party in making financial or operational decisions. Parties are also considered to be related if they are subject to common

control or common significant influence. The Bank, as a wholly state-owned policy bank, is subject to the supervision of the

State Council of the PRC Government.

A  Transactions with the MOF and the PBOC

As described in Notes 26 and 27, the registered capital has been fully contributed by the MOF and the profit appropriation is

also subject to the approval of the MOF.

As described in Note 17, the principal repayment of the Cinda bonds is guaranteed by the MOF as mandated by the State

Council.

The Bank entered into certain banking transactions with the MOF and the PBOC in the normal course of business as listed

below:

(a) Purchase and redemption of treasury bonds

The Bank purchased and redeemed treasury bonds issued by the MOF and the PBOC. The volume of such transactions and

related interest rate range for the relevant year and the outstanding balances as of the respective year end are set out below:

30  CONTINGENT LIABILITIES AND COMMITMENTS

2006 2005

Capital commitment:

Capital commitment in respect of equity investments 1,018 126

Commitments to extend credit:

Financial guarantees 309,423 151,460

Letters of credit issued 2,049 558

Undrawn credit commitments 1,328,043 1,071,424

1,639,515 1,223,442

Operating lease commitments:

Future minimum lease payments on operating leases are

summarised as follows:

Within one year 159 87

Between one and five years 283 71

Above five years 119 -

561 158
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31  RELATED PARTY AND RELATED PARTY TRANSACTIONS (CONT’D)

A  Transactions with the MOF and the PBOC (Cont’d)

(a) Purchase and redemption of treasury bonds (cont’d)

(b) Deposits with the PBOC

The Bank places deposits with the PBOC and the details of balance due from the PBOC are set out in Note 12. Interest rate

charged on the balance in the PBOC ranged from 0.99% to 1.38% (2005: 0.75% to 1.62%).

(c) Derivative transactions with the PBOC

B  Transactions with other state-owned entities

The Bank is directly controlled by the PRC government, which also directly and indirectly controls or exerts significant influence

on a significant number of entities through its government authorities, agencies and affiliates. It should be noted that

substantially all of the Bank’s business activities are conducted with the other state-owned entities and the transactions with

these entities are generally carried out under normal commercial terms and at market rates. These activities include loans,

deposits, investment securities, money market and off-balance sheet transactions.

(a) Loans and advances to customers and due to customers

The loans and advances of the Bank are substantially extended to state-owned entities in order to finance their key projects and

initiatives supporting the Government's national economic development plan and industrial policies. As at 31 December 2006

and 2005, the loans to the state-owned entities accounted for 94% and 95%, respectively of the total loans and advances to

customers.

2006 2005

Purchases during the year 148,600 59,003

Redemption/sales during the year (119,129) (65,159)

Interest rate range 1.07-3.10% 1.01-4.11%

Outstanding balance at 31 December 53,116 23,645

2006 2005

Contract/ Fair value Contract/ Fair value

Notional Assets/ Notional Assets/

amount (Liabilities) amount (Liabilities)

Currency swaps 178,237 434 19,083 275
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31  RELATED PARTY AND RELATED PARTY TRANSACTIONS (CONT’D)

B  Transactions with other state-owned entities (Cont’d)

(a) Loans and advances to customers and due to customers (cont’d)

Interest rate charged on the related party loans and advances:

(b) Cinda bonds

Under the direction of the PRC Government, the Bank transferred the non-performing loans with an aggregated carrying value

of Rmb 100 billion to Cinda in 1999. In exchange, Cinda issued to the Bank 10-year bonds with principal amount of Rmb 100

billion bearing interest at 2.25% per annum. Detailed terms are set out in Note 17.

(c) Investment securities

Debt securities, available- for-sale

Equity securities, available-for-sale

Under the direction of the PRC Government, the Bank has entered into debt-to-equity swap transactions. In exchange for the

debt forgiven by the Bank, the borrower, who is ultimately owned by the PRC Government, issued equity securities to the Bank.

Details of these transactions and the balances as at 31 December 2006 and 2005 are set out in Note 18.

2006 2005

Rmb denominated loans 4.68-7.87% 4.54-6.99%

Foreign currency denominated loans 1.14-8.80% 1.27-8.80%

2006 2005

Rmb denominated deposits 0.72-4.14% 0.72-4.13%

Foreign currency denominated deposits 0.10-6.02% 0.08-5.45%

All deposits are placed by corporate customers which are substantially state-owned entities.

Interest rate charged on customer deposits:

2006 2005

Purchases during the year 502 1,137

Redemption/sales during the year (467) (2,289)

Interest rate range 2.98-4.21% 2.92-4.95%

Outstanding balance at 31 December 1,503 1,468



CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts expressed in millions of Rmb unless otherwise specified)

China Development Bank          ANNUAL REPORT 2006  149

31  RELATED PARTY AND RELATED PARTY TRANSACTIONS (CONT'D)

B  Transactions with other state-owned entities (Cont’d)

(d) Borrowings from state-owned financial institutions

(f) Other off-balance sheet transactions

Substantially all of the Bank’s managed assets and entrusted loan transactions described in Note 3H are undertaken with state-

owned entities.

(e) Off-balance sheet exposure

2006 2005

Drawdown during the year 52,196 92,290

Repayments during the year (60,087) (103,471)

Interest rate range 0.07-6.71% 0.05-6.07%

Outstanding balance at 31 December 17,362 25,253

2006 2005

Financial guarantees 302,688 147,658

Letters of credit issued 1,698 555

Undrawn credit commitments 1,283,615 1,040,638
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�� !" BANKING DEPARTMENT
��:�� !"#$%&'() 158�� !" 8 �

Add: No.158 Fuxingmennei Street, Floor 8 COSCO

Mansion, Beijing

��(Tel):(010) 66412212

��(Fax):(010) 66412282

��(Zip):100031

�� ! TIANJIN BRANCH
��:�� !"#$%&'9�� !"#$%A�26�

Add: No. +9, Binshui Road, Hexi District, Floor 26 Build-

ing A Huanbohai Development Center, Tianjin

��(Tel):(022) 85681106

��(Fax):(022) 88355858

��(Zip):300061

�� ! HEBEI BRANCH
��:�� !"#$% 9�� !" B �

Add: No.9, Yuhuaxi Road, Building B Yuyuan Plaza,

Shijiazhuang

��(Tel):(0311) 85288100

��(Fax):(0311) 85288112

��(Zip):050051

�� ! SHANXI BRANCH
��:�� !"# 108 �

Add: No.108, Fuxi Street, Taiyuan

��(Tel):(0351) 4937222

��(Fax):(0351) 4937224

��(Zip):030002

�� !" INNER MONGOLIA BRANCH
��:�� !"#$%& 55 �

Add: No.55, Xinhuadong Street, Huhhot

��(Tel):(0471) 3310017

��(Fax):(0471) 3310021

��(Zip):010010

�� ! LIAONING BRANCH
��:�� �!"#$%& 109 �

Add: No.109, Qingnian Street, Shenyang

��(Tel):(024) 22953502

��(Fax):(024) 22953371

��(Zip):110014

�� ! DALIAN BRANCH
��:�� !"# 15�� !" 25-27 �

Add: No.15, Renmin Road, Floor 25-27 ChinaBank Plaza,

Dalian

��(Tel):(0411) 82810147

��(Fax):(0411) 82633839

��(Zip):116001

�� ! JILIN BRANCH
��:�� !"#$ 399 �

Add: No.399, Nanhu Road, Changchun

��(Tel):(0431) 85279600

��(Fax):(0431) 85279700

��(Zip):130022

�� !" HEILONGJIANG BRANCH
��:�� !"#$%&' 131 �

Add: No.131, Xiangjiang Road, Nangang District, Harbin

��(Tel):(0451) 53907800

��(Fax):(0451) 53907808

��(Zip):150090

�� ! SHANGHAI BRANCH
��:�� !"#$ 500�� !"#$%&

Add: No.500, Pudongnan Road, CDB Plaza, Shanghai

��(Tel):(021) 58883655

��(Fax):(021) 58883659

��(Zip):200120
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�� ! JIANGSU BRANCH
��:�� !"# 188 �

Add: No.188, Guangzhou Road, Nanjing

��(Tel):(025) 83276222

��(Fax):(025) 83276204

��(Zip):210024

�� ! ZHEJIANG BRANCH
��:�� !"#$ 108 �

Add: No.108, Huanchengxi Road, Hangzhou

��(Tel):(0571) 85786088

��(Fax):(0571) 85786094

��(Zip):310006

�� ! ANHUI BRANCH
��:�� !"# 246 �

Add: No.246, Wuhu Road, Hefei

��(Tel):(0551) 2867889

��(Fax):(0551) 2875868

��(Zip):230061

�� ! FUJIAN BRANCH
��:�� !"# 111�� !" 29-33 �

Add: No.111, Wusi Road, Floor 29-33 Yifa Mansion,

Fuzhou

��(Tel):(0591) 87270739

��(Fax):(0591) 87856408

��(Zip):350003

�� ! JIANGXI BRANCH
��:�� !"#$ 68 �

Add: No.68, Zhongshanxi Road, Nanchang

��(Tel):(0791) 6592323

��(Fax):(0791) 6592333

��(Zip):330009

�� ! SHANDONG BRANCH
��:�� !"#$ 2-1�� !" 9-11 �

Add: No.2-1,Maanshan Road, Floor 9-11 Shandong

Mansion, Jinan

��(Tel):(0531) 85198100

��(Fax):(0531) 85198282

��(Zip):250002

�� ! QINGDAO BRANCH
��:�� !"#$ 15�� !"#$%&

Add: No.15, Donghaixi Road, Floor 17 CNC Plaza,

Qingdao

��(Tel):(0532) 81978288

��(Fax):(0532) 81978288

��(Zip):266071

�� ! HENAN BRANCH
��:�� !"# 28 �

Add: No.28 Nongye Road, Zhengzhou

��(Tel):(0371) 65795400

��(Fax):(0371) 65795444

��(Zip):450008

�� ! HUBEI BRANCH
��:�� �!"#$% 66��� !A � 8-11 �

Add: No.66, Zhongbei Road, Floor 8-11 Jinjin Garden

A, Wuhan

��(Tel):(027) 87326608

��(Fax):(027) 87326563

��(Zip):430071

�� ! HUNAN BRANCH
��:�� !"#$%& 279�� !"#$% 8 �

Add: No.279, Furongzhong Road, Floor 8 South

Building of Jinyuan Plaza, Changsha

��(Tel):(0731) 5164307

��(Fax):(0731) 5163160

��(Zip):410007
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�� ! GUANGDONG BRANCH
��:�� !"#$%&' 116-118�� !"

20-23 �

Add: No.116-118, Tiyudong Road, Floor 20-23 Fortune

Square, Tianhe District, Guangzhou

��(Tel):(020) 38932909

��(Fax):(020) 38932800

��(Zip):510620

�� ! SHENZHEN BRANCH
��:�� �!"# 1093�� !" 12-15 �

Add: No.1093, Shennanzhong Road, Floor 12-15 CITIC

Plaza, Shenzhen

��(Tel):(0755) 25985666

��(Fax):(0755) 25987800

��(Zip):518031

�� ! GUANGXI BRANCH
��:�� !"#$ 38-2�� !" 23 �

Add: No.38-2, Minzu Street, Floor 23 Taian Mansion,

Nanning

��(Tel):(0771) 5879990

��(Fax):(0771) 5878601

��(Zip):530022

�� ! HAINAN BRANCH
��:�� !�"# 81�� !"

Add: No.81, Binhai Street, Nanyang Mansion, Haikou

��(Tel):(0898) 68551906

��(Fax):(0898) 68551933

��(Zip):570105

�� ! CHONGQING BRANCH
��:�� !"# 68�� !"# 33 �

Add: No.68, Floor 33 Daduhui Plaza, Yuzhong Distriction

Chongqing

��(Tel):(023) 63748110

��(Fax):(023) 63748100

��(Zip):400010

�� ! SICHUAN BRANCH
��:�� !"#$%& 47 �

Add: No.47 of the 4th, Renminnan Road, Chengdu

��(Tel):(028) 85240911

��(Fax):(028) 85248383

��(Zip):610041

�� ! GUIZHOU BRANCH
��:�� !"#$ 18�� !"# 15 �

Add: No.18, Zhongshanxi Road, Floor 15 Pacific Plaza,

Guiyang

��(Tel):(0851) 8651588

��(Fax):(0851) 8651559

��(Zip):550001

�� ! YUNNAN BRANCH
��:�� !"#$ 158 �

Add: No.158, Dongfengxi Road, Kunming

��(Tel):(0871) 3634094

��(Fax):(0871) 3634001

��(Zip):650031

�� ! SHAANXI BRANCH
��:�� !"#$ 2�� !"#$%&

Add: No.2 Gaoxinyi Road, CDB Plaza, Xi'an

��(Tel):(029) 87660578

��(Fax):(029) 87660581

��(Zip):710075

�� ! GANSU BRANCH
��:�� !"# 1716�� !"#$%& A �

Add: No.1716, Nanchang Road, Section A of CDB Plaza,

Lanzhou

��(Tel):(0931) 8866628

��(Fax):(0931) 8866237

��(Zip):730030
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�� ! XINJIANG BRANCH
��:�� !"#$% 333�� !"#$%&

Add: No.333, Zhongshan Road, CDB Plaze, Urumqi

��(Tel):(0991) 2335001

��(Fax):(0991) 2335002

��(Zip):830002

�� ! NINGXIA BRANCH
��:�� !"#$%&'()*+ B �

Add: Development Zone, Xinchangdong Road, Build-

ing B of Hexin Plaza, Yinchuan

��(Tel):(0951) 5671806

��(Fax):(0951) 5671806

��(Zip):750011

�� ! QINGHAI BRANCH
��:�� !"# 2 �

Add: No.2, Kunlun Road, Xining

��(Tel):(0971) 6161900

��(Fax):(0971) 6161900

��(Zip):810001

�� !" TIBET REPRESENTATIVE OFFICE
��:�� !"#$ 6�� !"#$%&

Add: No.6, Linkuodong Road, Floor 5, Himalaya Hotel,

Lhasa

��(Tel):(0891)6362068

��(Fax):(0891)6362058

��(Zip):850000

�� !"#$ HONG KONG REPRESENTATIVE
OFFICE
��:�� !�"# 1�� !"#$%& 33 ��

3307-3308 �

Add: Suite 3307-3308 33/F One International Finance

Center, No.1 Harbor View Street, Central, Hong Kong

��(Tel):(+852) 28016218

��(Fax):(+852) 25304083








