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FINANCIAL HIGHLIGHTS

BEAOZETART

2003 2002 2001
05

BEP 1.281.0 1.041.7 891 .3
TR En 1,138.9 8962 757 .6
TRESLE 1.889% 7 549 4259
RHORF&ELLE 1.8794 2.4294 3.6494
FHEE/ FTRERELE 140.42%4 136, 4694 81,9794
AfE 1181 6 9663 829 4
R 428 1 055 .0 860.5 739 1
FrEENGE 88 4 75 4 51.8
BRI RE 10.26% 11.589% 8 33%
R F 13.2 11.8 111
B HBS VN 744 19.5 15,4
RS gl g 1.149 1,239 1.39%
I AENRREE 16,0394 17,3694 19,329
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In RMB Billions

2003 2002 2001
Total assets 1.281.0 1.041.7 891 .3
Loans outstanding 1.139.9 896 2 757 .6
Non—performing asset ratio 1.8894 2 5494 4 2594
Reserve for credit losses ratio 1.8794 2.4294 3.6494
Reserve for credit losses to non—performing loans 140, 4294 136.46%94 91,979
Total liabilities 1,191.8 966. 3 829 .4
Bonds outstanding 1.085.0 860.5 739 .1
Total owner's equity 89 4 75 .4 61.9
Capital adequacy ratio 10,269 11.58%9% 8.33%
Net profit 13.2 11.8 1.1
Net interest income 4.4 19.5 5.4
Return on average assets 1.14%4 1.2394 1.32%9

Return on average owner's equity 16.039% 17.369% 19,3294
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During 2003 China Development Bank (“CDB” or the “Bank”) sustained its record of
unparalleled achievement by surpassing performance objectives established in many key
areas - continued improvement in financial performance, progress in the implementation of
international standards in critical functions, development of world-class risk management
processes to reinforce existing practices, innovation and expansion in all areas of our business,
supparting the infrastructure development objectives of the Chinese government, and maost
importantly, contributing to the modernization of the financial services market in China. These
accomplishments were the result of an intensive focus on the execution of initiatives that
weare conceived by our senior management team during the past few years. They are also
excellent gifts to celebrate our bank’s tenth anniversary. While our record of success is
impressive, wa racognize that in this period of globalization and historic economic change
the needs of the Chinese financial services market continue to evolve and present us with
new challenges. We must embrace change as a means to both support the growth of the
Chinese ecaonomy and realize the collective goal of more than 4,000 CDB employees of

being recognized as one of the best development banks in the world.

While the entire CDB team is focused on implementing the changes necessary to maintain our
relevance in the Chinese economy and further our efforts to be recognized as one of the world's
leading financial institutions, it is important that we always remember our raisorn d’etre 1o build
a modem financial system and support China's economic growth through both the direct effect
of our development financing activities and by developing market practices to alleviate
bottlenecks that constrain the efficient financing of viable infrastructure projects and targeted
businesses. Our commitment to this objective has never been stronger than in 2003. We have

provided funding to a number of the Chinese government’s high priority infrastructure projects.

China Development Bank



Beyond infrastructure funding, though, CDB seeks to improve asset quality across China by
contributing to the development of a robust credit culture. In this regard, we have provided
our customers with the know-how to better manage their financial affairs through training and
on-site consultation. We have also created a number of underwriting and risk management
practices that have been widely adopted by other banks in China. As a government-owned
development bank, | feel that we have an abligation to help China build credit practices that
are consistent with those of the leading global financial institutions. Recognizing the need for
improvement in China’s credit culture a number of years ago, CDB took the initiative to
infroduce local governments and our other clients to the fundamentals of a sound credit risk
management process so that they could develop the means to improve their credit ratings
and borrowing capacity. We also introduced the practice of assigning credit ratings to
borrowers in the local market. In many cases, consistent with the objectives stated above,
we discussed the basis of credit ratings directly with our ¢lients, The introduction of credit
ratings into our credit risk management process further enhanced our asset quality, and

more importantly, promoted the development of a stronger credit culture in China.

We have also introduced programs to support lending that are intended to promaote commercial
development. We have structured such programs to ensure that they are not inconsistent
with our financial performance objectives. In fact, by building a franchise that is sustainable
on a commercial basis, CDB can further leverage its unigue position to fund a range of
projects that will support broader economic growth. As an example, we have commenced
an initiative through which CDB will establish partnerships - through our “Targeted Development
Financing” program - with provincial and municipal governments to introduce the “mini loan”
program to our small- and medium-sized customers. We will also provide training to smaller
commercial banks to help them effectively manage these loan programs. The objective is to

make empowerad lending decisions closer 1o the borrower and remave some of the constraints
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that prevent viable businesses from obtaining the financing that they need to grow. Further,
through providing funding and know-how to smaller commercial banks, we are creating an
incubator for a sustainable model of small business financing. For many years, addressing
the growing development needs of small- and medium-sized enterprises has been a priority
for CDB and we have been considering effective ways to provide financing to fund growth in
this vital area. As demonstrated through the successful introduction of the “Targeted
Development Financing” program, the “mini loan” program is a breakthrough of our persistent
search for ways to support the broad economic growth in the Chinese economy. Further, in
this regard, we are committed to working with all of the commercial banks in China, not
competing with them, to ensure robust development of a rapidly expanding commercial sector
in the Chinese economy that we believe will be a source of significant growth in the coming

years.

CDE remains committed to the development of both more efficient domestic capital markets
and the increasing level of participation by Chinese companies in international capital markets,
as these are crucial to the continued growth of the Chinese economy. With our quasi-savereign
credit rating, CDB can issue significant offerings of high quality, liquid bonds across a range
of maturities, both domestically and internationally. As the largest domestic issuer of debt
securities after the Ministry of Finance, CDB has an obligation not only to attract liquidity to
the local delxt market but also to introduce debt instruments with different risk profiles that
appeal to a broader range of investors. In 2003, we issued a five-year bond for USD 500
million in the domestic debt market. This is the first foreign currency bond ever issued by a
financial institution in China. Through innovations like this, we not only improved our own

balance sheet risk profile, but also contributed to the development of the debt securities

China Development Bank



market in China.

Linking large development projects with domestic and international capital markets creates a
broader range of funding sources for our clients. Inthis regard, our bond undenwriting business
has been growing steadily for the past several years and many of our clients have been able

to lower their funding cost through the direct access to capital markets provided by CDB.

We have also continued to collaborate with the larger domestic commercial banks in the
creation of a market for syndicated loans. The development of this market will allow many of
the larger banks in China, including CDB, to diversify and better manage their credit risk
profiles and relieve these banks of various capital constraints that can be an impediment to
loan origination. Such a market would also provide the small- or medium-sized commercial

banks with access to large high quality credits that they would otherwise be unable to originate.

CDEB achieved a record volume of project investments in 2003. By the end of the year, our
total assets reached RMB 1,281.0 billion, up 23.0% from a year ago. Our total credit assets
stood at RMB 1,139.9 hillion, representing an increase of 27.2% from prior year. At the same
time, we delivered strong, high quality earmings, with net income reaching BRMB 13.2 hillion,

up 10.8% from a year ago.

Despite the growth in our business, we have maintained our focus on effectively managing
our credit risk. For the past several years, we have maintained an intense focus in this area
and our asset quality is among the highest of the large banks in China. We have achieved
this level of asset quality by developing expertise in portiolio management and through

enhancements to our credit processes that include, among other things, more precise risk
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rating tools. As a measure of our asset quality, CDB’s NPL ratio was 1.34% at the end of
2003, as compared 1o 1.78% at the end of 2002. The coverage ratio of provision to non-
performing loans reached 140.42% at the end of 2003. This is the result of our intense focus

on asset quality.

In 2000, we announced that CDB would commence the phased implementation of international
best practices in key areas of our operations. We have made significant accomplishments in
this regard and our work continues. In 2003, for example, we established a performance
measurement matrix with which to assess performance against our key business objectives
at the bank level. We also continued to move forward with our centralization of CDB's financial
managemeant processes and refinements to our reporting under International Financial
Reporting Standards. Similarly, we are commitied to the introduction of advanced
management accounting practices that will enable us, among other things, to more effectively
balance risk and reward in our operations. To date, we have made significant progress in

designing a framework of profit and cost centers.

We will continue to benchmark our performance and business processes with those of leading
global banks, in order to identify further opportunities for enhancement. In fact, during 2003,
we surpassed the performance of many global banks in a number of areas. | view this as an
indication that our commitment to intemational best practices is working. We are currently
refining our measures of performance to better control our business, establish accountability

and take our reforms to the next level.

Risk manageament is onea of our most critical areas of focus. In recent years, our asset quality
has been steadily improving. This is mainly due to that we have developed refined credit

portfolio management skills, modern risk rating tools and methodologies, and improved credit

China Development Bank



processes. Asin prior years, we continued to make progress towards our goal of developing
and maintaining world-class practices to support our risk management objectives. Based
on methodologies, techniques and standards widely used by leading global banks, we have
developed a guide to the design and implementation of an internal risk rating system that
meets international standards. In 2003, as the only bank with an Internal Rating Based
approach implemented in China, we participated in the third Quantitative Impact Study
organized by the BASLE committee. To improve the monitoring of our risk exposures and our
responsiveneass in taking remedial actions where required, we strengthened the independence
of our internal audit function by establishing 12 regional teams that report directly to the Head
Office. We are committed to improving accountability and transparency in our management,
with the help of new communication technologies such as the electronic road show, 1o better
manage the credit and operational risks inherent to management decision-making. In 2003,
we also improved the objectivity of our loan underwriting process with the development of
consistent loan underwriting guidelines supported by on-line communications and Head Office
maonitoring. Through efforts such as these, we have established a foundation for a robust

risk management structure that has the flexibility to support our future growth.

Given CDB's responsibilities and aspirations, it is essential that we build a dedicated team of
professionals with a sense of common purpose. In this regard, CDB has an obligation to
provide aach employea with the support and empowerment that they need to be successiul,
| believe that our CDB employees are of the highest calibre and we are developing a number

of initiatives to help them achiave their potential and build a vision around our key objectives.
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The future growth of CDB is closely connected with the development of the global econormy
as a whole. CDB has a strong financial position, continues to enjoy tremendous business
growth and has sustained a robust trend of improvement in financial performance. To move
a step closer to the international market, | hope to form strategic partnerships with international
investors in whatever ways possible. We can offer access to the China market to our foreign
partners, and at the same time work with them to introduce advanced management techniques

to our bank.

Over the next 20 years, China will become a more fully developed and prosperous country,
as well as an increasingly dominant force in the broader global economy. The magnitude of
domestic economic growth, however, is dependent 1o a large extent on the emergence of a
modern financial system in China. The development of our market economy, though, is often
constrained by the developing nature of our current financial system. Shortages in natural
resources will appear from time to time, and imbalances in supply and demand will continue
to exist in the near-term. With the goal of becoming a world-class development bank, as well
as our full understanding of the Chinese economy and society, we are using the “Scientific
Development Theory” of our government as the foundation on which we will build our banking
strategy. CDB is committed o the development of a true market economy in China through

remaoving obstacles to growth in vital sectors,

In the years to come, we will continue to maximize the synergy between CDB'’s lending strength
and the administrative ability of the state to broaden our cooperation with local governments,
foster a most robust credit culture in our society and maintain a strong financial and business
performance. In other words, we will support balanced development of the financial system

and economy in China. While our focus in key industries remains strong, we aim to further

China Development Bank



expand our investment in many other sectors that will prepare China for its prosperous future.
These sectors include the national water diversion project from South to North, the development
of the western region of China, the restructuring of the state-owned-enterprises, and the
urbanization of rural China. We are also frying to help our government address certain social
issues, such as the development of small- and medium-sized enterprises, employment, public
health and environmental protections. Internally, we will adhere to our original plan on
implementing global leading practices that will effectively help us reduce cost, improve

customer service, and enhance the levels of our professionalism and technical skills.

| am quite optimistic when | look into the future of our bank. With the favorable growth
environment in the economy of China, together with the strong foundation and successful
track record established by our dedicated employees, as well as the continuous support by
our government, | truly believe that CDB, as a pioneer in “Targeted Development Financing”,
will continue to play a significant role in the economic development in China for the years to

come.

CHEN YUAN

W/ ECDMNAOD
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BT £ ZH/{EF) Viee Govenor Wang Yi (the fifth from left)
BT NEE{ZE=) Vice Governor Liu Kegu (the second from left)
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Representing the interest of the governments, the Board of Supervisors (the “Board”) of CDB
is appointed by the State Council in accordance with the draft regulation on *Governance by
Supervisory Board at Key State-owned Financial Institutions”. The Board is responsible for
supervising and monitoring the management, operations and financial performance of the
Bank. The Board consists of a chairman, two full-time supervisors and several staff members.
It also includes one representative each from the Ministry of Finance, China Banking Regulatory
Commission (the “CBRC"}, China Development Bank and a designated public accounting

firm, all of whom serve on a part-time basis.
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Our International Advisory Council (the *Council”) consists of 13 distinguished members
from around the world. The Council meets once a year in China to review CDB's performance
and provide strategic guidance to bank management. The issues addressed in the Council
meetings go beyond normal bank operations and address the role of CDB in supporting
national policies, as well as the effects of macro-economic factors on CDB's strategy and

operations.

To help enhance China's role in the glokxal economy, we have invited colleagues from other
government organizations, such as the National Development and Reform Commission, the
People's Bank of China (the *PBOC™), and Ministry of Finance to attend Council meetings to
discuss their views on China'’s role in the global economy and the support that can be provided

by CDB.

In November 2003, our Council met in Beijing and Chengdu on the occasion of its 5th annual
meeting. In Beijing the Council discussed the development of targeted financing and its role
in the sustained economic growth of the Chinese economy, the development of a market
economy in China, and the global economic trend. The Council met with Vice-Premier Huang
Ju and exchanged views on a wide range of issues faced by China. In Chengdu, our Council
memkbers met with some of our key customers and had further discussions on the development

of the western region of China, as well as the financing of small- and medium-sized enterprises.
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EN &4 EARNINGS

TR %
FI2MAN 59 167 51,668 7,489 14,594
FEFZH (34,747) (32,208) (2,541) 7.59%)
T RN R ER 24,420 19,462 4,958 25.5%
FEEBIRNEE 116 55 81 110.9%
BEFIITN 1,644 1,831 (187) (10.294)
BERE (821) (2,391) 1,570 85, 79
HgE A 236 266 (30) (11.3%)
Bl 25,595 19,223 6,372 33.1%
ErrdE A (R / 0 (2,829) 1,230 (4,068) (330. 0%}
HAtwg &t 14,299) (3,780 (539) (14.3%)
F Ry 18,467 16,693 1,774 10.6%
Frig# (5,285) (4,774} (481) (10.124)
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For the years ended 31 December

Change%

(In millions of RMB)

Interest income 59,167 51,668 7,499 14.5%
Interest expense (34,747) (32,206) (2,541) (7.9%)
Net interest income 24,420 19,462 4,958 25.5%
27 Net fee and commission income 116 55 61 110.9%
Dividend income 1,644 1,831 (187) (10.2%)
Net losses on investments (821) (2,391) 1,570 65.7%
Other operating income 236 266 (30) (11.3%)
Operating income 25,595 19,223 6,372 33.1%
Write back of provision / (2,829 1,230 (4,059) (330.0%)
(Provision for impaired loans)
Other operating expenses (4,299) (8,760) (539) (14.3%)
Profit before tax 18,467 16,693 1,774 10.6%
Income tax expense (5,255) (4,774) (481) (10.1%)
Net profit 13,212 11,919 1,293 10.8%

In 2003, the Bank reported pre-tax earnings of RMB 18.5 billion, an increase of RMB 1.8
billion, or 10.6%, over 2002. This increase consisted principally of significantly higher interest
income related to the 27.2% growth in our loan portfolio from RMB 896.2 billion at the end of
2002 to RMB 1,139.9 billion in 2003. This effect was offset to some extent by the need to
provide RMB 2.8 billion for credit losses, as compared to a reversal of provisions of RMB
1.2 billion in 2002 related to significant improvement in asset quality during that year. In this

regard, we continue to maintain a non-performing loan ratio of less than 2%.

Annual Report 2003 China Development Bank
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NET INTEREST INCOME

(In millions of RMB) 2003 2002 Change Change %

Interest income

Loans to customers 56,565 49,245 7,320 14.9%
29 Cinda bonds 2,250 2,250 - -
Balances with the PBOC 202 117 85 72.6%
Others 150 56 94 167.9%
Sub-total 59,167 51,668 7,499 14.5%

Interest expense

Debt securities in issue 31,438 29,294 2,144 7.3%
Borrowing from other institutions 2,918 2,658 260 9.8%
Due to customers and banks 387 254 133 52.4%
Others 4 - 4 _
Sub-total 34,747 32,206 2,541 7.9%
Net interest income 24,420 19,462 4,958 25.5%

Annual Report 2003 China Development Bank
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FARIR TRIGE, BfGR 8% S,

20037 BN AR K25 SR E B/ HE TR RITRAMRAIEIN R4S T HNRS 15 A
ZKF, BATBAETAFRRTESHERTRULAREETNAK.

Total interest income on loans grew by 14.9% in 2003. This growth was related to an increase
in the average volume of loans of 23.8%, partially offset by a decrease in average rates of
0.5%. The slightly lower average rates generally reflect reductions in interest rates announced

by the PBOC during 2002.

Total interest expense increased by about 7.9% in comparison with 2002, consistent with the
increase of debt securities issued to meet the funding needs created by our loan growth.
During 2003, after the PBOC lowered domestic interest rates, we redeemed a number of our
higher yielding bond issues and re-funded them through lower yielding debentures, in order

to lower the average rate of bonds outstanding.

The 25.5% increase in net interest income during 2003 is principally the result of our loan
growth and the maintenance of a relatively stable net interest spread. Here, we continue to

leverage our superior credit rating to achieve optimal borrowing costs.
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NET FEES AND COMMISSION INCOME

Our net fees and commission income more than doubled from RMB 55 million in 2002 to
RMB 116 million in 2003. This increase is principally due to a more intense focus on further
developing our bond underwriting and loan syndication activities. While net fees and
commission income is not significant relative to our net interest income, we remain committed
to growth in this area to expand our sources of income, improve our profitability and diversify

our business risks.

Az 1 Hg A

BRFAMAEBRRT R BTBIFA RERRPU A MR TR DR RN P ENETEES
WA N DRI DEBR . RITEIMNID B8 FRBITAFERIRANRET, MEFERAIL
FHWEE ML, 2003 FRAKNTFET 10.296, ERZ AT 2003 F A RITMFFH KX
RAMPR A PR RPGERA.

DIVIDEND INCOME

Dividend income relates to dividend distributions earned on equity securities that were acquired
through debt-to-equity swaps. The amount of dividend distributions varies from year to year
with the dividend policies of the companies whose securities we hold, the levels of our holdings,
and the performance of the underlying securities. The 10.2% decrease in dividend income

during 2003 largely reflects the sale of equity securities in two companies.

China Development Bank
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NET LOSS ON INVESTMENT SECURITIES

(In millions of RMB) Change %

Net losses on investment

Provision on equity investments 1,242 2,252 (1,010) (44.8%)
Net losses/(Gain) on sale of investments  (421) 139 (560) (402.9%)
Total 821 2,391 (1,570) (65.7%)

RERBRAMKBRD T ART 1674258, 52002 F4HELFENE 65. 796, TFREAIREZ 2003 F &
RIFA BRI EZ TR EFARFIARE LIRS RS2 10 R A ARTHRESHN TR
BT FFRRITATH B R AR .

Net losses on investment securities decreased by RMB 1.6 billion, or 65.7% from 2002. The
decrease is due to the lower levels of provisions that were made in 2003, and the recognition
of gains on the sale of certain investments. The decrease in the level of provisions reflects

our generally lower levels of equity investment holdings.
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Hith 58 48 10 20.8%
it 236 266 (30) (11.3%)

OTHER OPERATING INCOME AND FAIR VALUES

(In millions of RMB) Change %

Other operating income

Changes in fair value of derivatives

and trading securities 178 218 (40) (18.3%)
Others 58 48 10 20.8%
Total 236 266 (30) (11.3%)

FRB|OFFATEERIRARIZIUFAANERSRERANEME L RASTHRN, TBE
HTAXRTENRINESTE SR T RRISIESAS). 20084, HMEVRAET LR
BURTE W AT & EE R AR T 196,

The relatively modest amounts of net changes in the fair value of derivatives and trading
securities reflects the limited extent of our use of derivatives and securities trading activities.

During 2003, other operating income remained at a level of less than 1% of our pre-tax income.
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OPERATING EXPENSES

(In millions of RMB)

398
88
171
2,938
704

4,299

601
93
105
2,441
520

3,760

(203)
(5)
66
497
184

539

(33.8%)

(5.4%)
62.9%
20.4%
35.4%

14.3%

Change %

Operating expenses

Staff related costs
Occupancy expenses
Depreciation and amortisation
Business tax and surcharges
General operating expenses

Total

398
88
171
2,938
704

4,299

601
93
105
2,441
520

3,760

497
184

539

(33.8%)
(5.4%)
62.9%
20.4%
35.4%

14.3%
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2003 FEFRBITEUH AL EFEKT 14,396, AFART42. 99127t , HBKAI T HIFRR
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The Bank's operating expenses increased by about 14.3% from prior year to RMB 4.3 billion
in 2003. This increase relates principally to higher business tax and surcharges, which is
based generally on our levels of operating income, partially offset by a decrease in staff
costs. The 20.4% growth in business tax and surcharges is consistent with the change in our
operating income. The decrease in staff costs reflects the absence in 2003 of RMB 292

million in losses related to the sale of staff housing during 2002.

China Development Bank
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ARTEAT i TEELE %
wrEait 1,280,995 1,041,711 239,284 23.0%
TR 1,139 938 896 203 243,735 27.2%
— 55k 1,138,099 894 053 244 046 27.3%
— HFaE 1.839 2,150 (311) (14.5%)
AfmEat 1,191,566 966,310 225,256 23.3%
RiTtR% 1,054 970 860543 194 427 22.6%
— BRAITEE 1,045 786 851 296 194490 22.8%
— BN TR 9,184 9,247 (63) (0.7%)
BAHENE ST 89,429 75,401 14,028 18.6%

As of 31 December

(In millions of RMB) Change%
Total assets 1,280,995 1,041,711 239,284 23.0%
Total Loans 1,139,938 896,203 243,735 27.2%
- Loans to customers 1,138,099 894,053 244,046 27.3%
- Loans to banks 1,839 2,150 (311) (14.5%)
Total liabilities 1,191,566 966,310 225,256 23.3%
Debt securities in issue 1,054,970 860,543 194,427 22.6%
- Bonds issued in the domestic market 1,045,786 851,296 194,490 22.8%
- Bonds issued in the foreign market 9,184 9,247 (63) (0.7%)

Total owner’s equity 89,429 75,401 14,028 18.6%
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H-gEH) TOTAL ASSETS BREAKDOWN

2002 2003
TR 86% 1527 89%
Loans Loans
fEL R 10% [kt 8%
Cinda Bonds Cinda Bonds
BHE 3% B 2%
Investments Securities Investments Securities
HAFE 1% HAbA 1%
Other Assets Other Assets

| |

FREBARBITRSOEEZARIBS, FRIEFEFLRTOOLS. A, TABAXETNR
BRNEKEFARRTUYSEARNERIGR. 8L 2008 K, WHRRTMART 8,962 {Z7TEK
EARM1,3991Z7T, 1R A 27.2%, WRIBKRRMNELERKBN &7, eRAFEMHENE
FEARBRTHANGRITWREN. BINTBENTT RERLS, MREFAREFNHER, X
FHEZFTRE.

Loans comprise the majority of our assets and our lending activities are the core of our business.
We, therefore, consider growth in loans to be an important indicator of our business expansion.
At the end of 2003, the outstanding balance of loans increased from RMB 896.2 billion to
RMB 1,139.9 billion, or 27.2%. Our growth in loans reflects our business strategy and is
planned around our annual budget, which is approved by the Chinese government. We
generally plan to expand the levels of our lending activity to meet the expectations of our

various constituents and support the growth of the Chinese economy.
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ffRsEH TOTAL LIABILITIES BREAKDOWN

2002 2003
ERBAER 5% o [ RAbY AR 4%
Borrowings from Other Institutions Borrowings from Other Institutions
FEPFR 4% BEFERK 6%
Due to Customers Due to Customers
Htua e 2% HAethfifix 2%
Others Others
RiTHhss 89% RiTH%H 88%
Debt Securities in Issue Debt Securities in Issue

FRBTEEBLAE AR DB R TRFNT A TERE, Mo EARRTNHE S
HIERAHIE. FSERFMAART S 605{ZTIEKE10 55012, 18w 22 696, FF M+ 2003
FHBEERLSEKBEEMHLTHRE.

CDE raises its fund primarily through debt issuance in domestic and overseas markets, with
borrowings from PBOC or other financial institutions as a supplement. The outstanding
balance of debentures increased from RMB 860.5 billion to RMB 1,055.0 billion, or 22.6%.
The increase is primarily due to the additional issuances during the year to support the growing

need to fund our lending activities.
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2003 K, ALRARBPEARPTUTEENZHTENE LT REAKFE R 10.26%,
CDB manages its capital resources to provide sufficient funding for lending activities, maintain
adequate capital to satisly both internal standards and regulatory capital requirements, and

absorb unforeseen lossas that might arise in fulfilling our obligations.

During 2003, the Ministry of Finance made additional capital contributions through a tax
refund and an in-kind contribution so that the Bank’s registered paid-in capital could reach

RMB 50 billion by year-end.

Al the end of 2003, our capital adequacy ratio stood at 10.26%, calculated based on the

current guidelines established by the PBOC.

Annual Report China Development Bank
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CDB conducts its business in two major markets - the domestic lending market to support
infrastructure and economic development and the domestic debt securities market to fund
our operations. Although we have issued bonds on the international debt markets in the past,
our activity in these markets has been limited in recent years as the liquidity in the domestic
market, which offers more attractive rates, has increased. Our activities in the international

debt markets are driven largely by our need to fund loans denominated in foreign currencies,
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The sustained growth rate in the range of 7-9% of the Chinese economy is dependent, in no
small part, to continued infrastructure development and investment in key industry sectors.
In this regard, we have focused our lending on a few major industry sectors -power, road
construction, railways, petrochemicals, and telecommunications. Total funding by CDB alone
to these industry sectors accounts for two-thirds of the total funding provided by domestic

banks in China.

CDB has a unique status in the Chinese economy and the capacity to provide large scale
financing to significant projects. Accordingly, we work closely with the central and provincial
governments in identifying large infrastructure projects and underwriting financial support for
those projects. We have developed effective working relationships with these government
entities, which enable us to identify projects that are both commercially viable and relevant to
the government’s infrastructure development plans. Although financing for some of the smaller
infrastructure projects can be underwritten by other domestic commercial banks, we often
act as the lead bank in syndicated lending arrangements that allow us to diversify our credit
risk and provide other domestic commercial bank with access to attractive lending

opportunities.

The domestic bond market is still dominated by bonds issued by government and CDB.
Bonds issued by other financial institutions and corporations have not yet become a major
influence in the market. With our quasi-sovereign rating, CDB bonds are among the most
liquid and highest quality in the domestic bond market. Accordingly, they are well received

by investors.

China Development Bank
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BOX 1: ORGANIZATIONAL STRUCTURE BY BUSINESS LINE

Governor

BT - aFY _
Vice Governors Chief Compliance Officer
1T BIE3 BRI, BEFE. BB
Assgtt?\?xG%vﬁlors L'CEhief FinanLéiaJI: Officer,b Chief
Economist, Chief Auditor
REERS BENRERRS EEERERS
TRERE =3 HRER
Loan Review Committee Man:gseigttanll_lgl:;rlrlm:r)\linee Credit Risk Rating “Committse
\ Y
B 3
R 2 Loan Approval Line| | MlZHEzh%: gL
Risk Management Line Business Line Internal Audit and Monitoring Line

t t t

e, R%. {RFEZ % Operation, Service and Support System

R

T WEHHL A ERT. UKHLESRRNER, EREEHLDFRRRLSIHKERE

REEEH L. MIRHREABR, SNAEEREREERAT, MRREHBFRERE

BB, TERELRCABEZFITEE, STEEEE. AFKN. L1BE RN EGHEELE®

B®1E. RS RERG: HUSEREREGRELS. AVNMREBETEAE XORS

B ELSEFLMNEEH LRIV SETHNTE, ARRZRASHRRAB#THEIL, AREFLNTHEREHRTS

oA wN

Notes:

=

. Busines Line: Responsible for growing the banking practice within the scope of risk management

2. Risk Management Line: Responsible for risk determination and control on a real-time basis

3. Internal Audit and Monitoring Line: Responsible for enhancing internal audit function, monitoring, identifying and resolving issues in risk
management

4. Operation, Service and Support System: Responsible for providing back-office support to business departments as well as providing
other services in broader base to support the stable operation of the Bank

5. Loan Review and Approval: A platform linking the business line and risk management line. This committee is responsible for loan approvals
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OUR LENDING RESULTS |

F 2003 FFJix, FRMITAIKRAREA 11,3991Z5T, b 2002 KT 27.296, 2003 FRFIETE
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SN RRARAG TR BITERRIA 6.39%, EBMTAER/TE SIHEIMEE . FARTE.
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22003 FF ik, FFRBATXERNR MEANEA = W FFK R 10,904 27T, & B EFRIEY 95.7%6.

At the end of 2003, we had RMB 1,139.9 billion in loans outstanding, representing an increase
of 27.2% over 2002. New loans totalling RMB 243.7 billion were made in 2003, of which RMB
227.3 billion were denominated in RMB and RMB 16.4 billion were denominated in equivalent

US dollars.

Foreign currency loans, which represent approximately 6.3% of our total outstanding loans,
are generally provided for the acquisition, introduction and implementation of foreign
technology, materials, equipment, and advisory services related to key projects. These loans

are normally designed to meet specific medium and long-term capital financing requirements.

By the end of 2003, our infrastructure and basic industries lending amounted to RMB 1,090.4

billion, accounting for 95.7% of our total loan portfolio at year-end.

China Development Bank
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Loan syndication and participation activities were first introduced in China by CDB in 2001
and 2002, respectively. By working with other financial institutions on either loan originations,
through syndications, or subsequent loan sales, we have not only diversified our credit risk,
but also have improved our relationship with other commercial banks. More importantly,
though, we have pioneered practices that will become a catalyst for commercial banks to
more broadly support economic development in China. Specifically, these arrangements
enabled us to support financings that otherwise might not have occurred due to our capital
constraints. They have also permitted other commercial banks to participate in attractive

financing opportunities that they otherwise might be too large for them to underwrite alone.

In 2003, CDB served as the lead syndicator on one project, totalling RMB 19.4 billion, and

sold participations on 21 projects totalling RMB 12.6 billion.

China Development Bank



TEZ: FRUEsMERAEZRITEZIRPRIRI LK
BOX 2: THE SUCCESSFUL CASE OF TARGETED-
DEVELOPMENT FINANCE - THREE GORGES PROJECT
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The Three Gorges project represents the effectiveness with which our “Targeted Development
Financing” approach can be used to support infrastructure development in China. In 1992,
the State Council decided to establish the construction fund for the Three Gorges Construction
and Development Corporation (“Three Gorges Project”), and in January 1993, it created the
Three Gorges Construction Committee, so that the Three Gorges Project could enter its

planning and fund-raising stage.

The funding needs of the Three Gorges Project were enormous and the tenors of the related
loans were long-term in nature. Commercial banks were reluctant to provide funding due to
the amounts and terms involved. It was CDB alone who made the commitment to provide
RMB 3.0 billion in funding each year from 1994 to 2003, for a total of RMB 30.0 billion. The

maturities of these funding ranged up to 15 years. It was our commitment to this funding,

China Development Bank



which enabled the Three Gorges project to commence. With CDB'’s financing, China Three
Gorges Project Corporation (“CTGPC”), a state-owned company, to serve as the entity

responsible for managing the project and owning its assets, was also established.

Supported by CDB in both financing and management advisory services, CTGPC commenced
its operation as planned. In 1997, the first phase of the project was successfully completed
and CTGPC entered the domestic debt market for the first time, raising RMB 1.0 billion through
its first issuance of corporate bonds. In the subsequent years, CTGPC successfully offered
four additional debt security issues in the domestic debt market, for a total of RMB 16.0

billion.

Eventually, CTGPC successfully engaged commercial banks to provide sufficient financing
for the various elements of the Project. In 1998, China Construction Bank, Industrial and
Commercial Bank of China and Bank of Communications each signed a three-year loan
agreement with CTGPC for RMB 4.0 billion, RMB 3.0 billion and RMB 3.0 billion, respectively.
The investments made by commercial banks in the form of long-term loans marked the
completion of the transition process from government support to market economy for the

project.

In August 2003, the two 700,000 kilowatt generators went into production, which signified the
commencement of the operation of the Three Gorges Project. In November 2003, China
Yangtze Power Co., Ltd. (“CYPC"), a state-owned enterprise established for the continuing
financing of the Three Gorges Project, was listed on the domestic stock exchange with RMB

10.0 billion raised.

In summary, the key elements of the success of our “Targeted Development Financing” on

this large-scale project are as follows:
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@ Our initial lending to the project assisted in the formation of the legal entities through
which all funding activities were conducted. As the lead creditor and financial advisor,
we supported the management’s approach to financing that was consistent with good

commercial practices and conducted within an open and transparent framework.

B Through their significant level of activities in the domestic debt market and local
stock exchanges, CTGPC and CYPC contributed to the development of the capital market

in China.

@ Modern financial reporting and planning practices have enabled CTGPC to produce
and manage balance sheets and profit/loss statements that are familiar to foreign
investors. The concept of return on capital has also been introduced, along with cash

flow management techniques.

[ CTGPC has established credit relationships with a number of domestic commercial
banks. More significantly, though, CDB has helped CTGPC to establish a presence in

the local debt markets.

With the support from our government in marshalling resources and coordination, as well as
the quasi-sovereign rating, CDB was able to help forever relieve the Chinese people from the

natural disasters caused by the Yangzi River.

China Development Bank
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In responding to our government’s call for balanced economic development, we conducted
various studies to identify opportunities for a broader focus. Such studies focused, among
other things, on the development of China’s western provinces; the revitalization of the
Northeast industrial regions; and support for rural development (rural regions, agricultural

enterprises and farms), and the strategy of “go out .
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DEVELOPMENT OF CHINA’S WESTERN PROVINCES

The development of China’s 12 western provinces is part of the national strategy of the Chinese
government. CDB has always supported our government’s regional development policies,
which include the development of the western provinces. To accommodate the needs of
these provinces, we made certain adjustments in our internal policies and procedures to give
special attention to the region, such as providing technical support loans at the early stage of
development on key projects, and offering flexible loan tenors and lower interest rate to certain

strategic infrastructure projects.

In 2003, the Bank conducted detailed studies on the impact of the government’s fiscal and
credit policies related to development of the western region. The results of these studies
were summarized by CDB in “Comments on the Support to the Western Development and
the Building of the Investment and Financing Framework”, and were submitted to the Western
Development Office (“WDQ”) of the State Council. Our goal is not only to solve funding
shortages, but also to promote the development of a healthy financial market through working
with local governments and corporate customers. Our efforts were focused on improving the
management capabilities, corporate governance, and cash flows of corporate customers;
as well as fostering a credit culture in this special region. With the understanding and support
from local governments, we were able to play an increasingly significant role in the development
of the western provinces. In 2003, together with the WDO, we conducted a seminar on the
strategic development of the western region, through which, we sought to identify opportunities
on a wide range of technical support loans to promote the infrastructure, economic and

environmental development of the region.

China Development Bank
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THE REVITALISATION OF THE NORTHEAST INDUSTRIAL BASES

The revitalisation of the northeast industrial regions is another primary objective of the newly
elected Chinese government in its broader efforts to improve the living standards of the
Chinese people. Again as a development bank, we have the obligation to assist our
government in achieving its goals. In 20083, the Bank conducted studies that were focused
on the efforts needed to rejuvenate these industrially rich regions. These studies included

regional economic development analysis, detailed interviews with national and local
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govemnment officials and fop business leaders 1o discuss their thoughts on the effective means
to revitalize the region. The results of our study were presented in the Bank's Sympaosium on
the Promotion of Northeast Region and the Development-oriented Finance, and the Financial
Executive Forum on the Promation of Northeast Industrial Bases sponsored by the People's

Bank of China and China Banking Regulatory Commission .

We have developed certain principles that are intended to effectively focus our efforts in this
region. While these principles reflect an approach that is similar to the ones we are using in
China’s western provinces, these principles are designed to transform and upgrade the existing
infrastructure of large industrial companies in the region to support globally competitive and
commercially viable businesses - including the restructuring of certain state-owned enterprises

to improve its core competitiveness.

We believe the key to the ravitalisation of the northeast industrial region is economic
restructuring, and we are ready to provide funding as well as technical assistance. We also
understand the potential consequences that come out of any restructuring, and are taking
specific measures to address concerns related to such areas as unemployment, job training,
and social security requirements raised by many constituents. In 2003, we made funding
commitments to the unemployment insurance fund of Liaoning province in the amount of
RMB 640 million, with RMB 200 million disbursed. Our support alleviated the short-term
payment difficulty in the unemployment insurance fund, and helped our government stabilise

a region where large number of lay-offs were happening.

China Development Bank
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The development of modermn agriculture techniques fo increase the average income of rural
farmers is critical to the continued improvement in the living standards of a large portion of
the Chinese population. In 2003, the Bank organized studies in agriculture, rural regions and
farmers and identitied three specific initiatives to support the Chinese government’s
development objectives in this area - planned urbanization, agro-industrialization and small

agriculture finance.

Leveraging our successiul experience in financing city infrastructure construction, the Bank

conducted in-depth studies related to (i} the financing of infrastructure projects in small cities
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and towns in the rural areas and (i) the initial design to promate the building of a development-
oriented investment and financing framework for major small cities and towns of the country.
The Bank intends to collaborate with the Ministry of Construction to jointly pilot-test loans to
key small cities and towns, and improve the governance structure, performance and credit
framework and mitigate financial risks by leveraging the roles of the overseeing authorities in

policy development, industry guidance and coordination.

The Bank has met with senior officials from the State Council. Largely through the discussions
with these officials and our experience in agricultural lending, we have developed an approach
to finance the agro-industrialization initiatives that addresses the need to control the risks.
Further to helping relieve the heavy impacts of SARS in 2003 on enterprises currently involved
with agro-industrialization, the Bank proposed recommendations to the State Council to offer
disaster recovery loans. Pilot-testing of other agro-industrialization loan program has also
commenced in Shandong province and we anticipate that the introduction of such initiatives

will continue in 2004.

China Development Bank
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Slender West Lake, one of Yangzhou'’s best known scenic spots, is the most recognized
symbol of this famous historical and cultural city. In recent years, though, the water quality of
the lake had been deteriorating due to a lack of natural water sources. It had also suffered
from the discharge of domestic sewage and industrial wastewaters. This situation had had a

significant adverse impact on the environment of this entire scenic area.

In order to turn the water clear again and solve the problems of wastewater discharge and
supply of fresh water, the city initiated a comprehensive environmental enhancement project
to divert the water from the Beijing-Hangzhou Grand Canal to the Slender West Lake. The
total investment in this project was RMB 830.0 million, with a loan commitment of RMB 400.0
million from the Bank, which had been fully disbursed by the end of 2002. This project
significantly improved the water quality of the Slender West Lake, accelerated infrastructure
building in the area, improved the living standard of local residents, and increased commercial
investment opportunities. More importantly, it contributed to the growth of local economy

through a sharp reversal in the decline of the local tourist industry.

China Development Bank
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The Harbin to Dalian Electric Railway project comprises the development of the infrastructure
to support electrically powered train travel on the existing two-way railway between Harbin
and Dalian ("Ha Da Railway"). This railway, which is 946 kilometers in length, starts from

Harbin and winds through Jilin and Liaoning provinces before reaching Dalian.

The Ha Da Railway, which was originally built in 1898, is the economic artery of northeastern
China. It has a large passenger and freight capacity and has been known as the "golden line"
for the past 100 years. During 1994, the Ha Da Railway was formally brought onto our
government's agenda as one of its key construction projects during the country's 9th Five
Year Plan Period. After seven years of construction, the improved Ha Da Railway became

operational in August, 2001, and provided northeastern China with its first electrically powered
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railway. The annual freight capacity of the Ha Da railway now exceeds 70 million tons.

The Ha Da Railway is the first electric railway in China to use German electric rail traction
technology and equipments under governmental cooperation program with Germany. This
project achieved three records - the shortest time to complete the cable electrization of a
railway, the longest single electrization railway length, and the highest electrization standard
in the country. The entire railway has 17 traction transformers, 2,800 kilometers of line contact
network and 4 remote control centers. The speed for passenger trains is 140 kilometers to

160 kilometers per hour and the speed for cargo train is 120 kilometers per hour.

The total investment of the project is RMB 9.4 billion and loans from CDB totalled approximately

RMB 4.1 billion, which accounts for 44% of the total investment.
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The Hangzhou Bay Bridge in Zhejiang province is the longest cross-sea
bridge that is currently under construction in the world. It provides the most
convenient way to cross the Hangzhou Bay on the Tongjiang to Sanya national
highway, which is part of the core national highway network. It is also the quickest
way to connect the coastal cities of Zhejiang province with Shanghai. The construction
of the bridge will also strengthen the connection between Shanghai and the key port
city of Beilun. This project starts in Hejiatou along the north coast of Hangzhou Bay,
near the juncture of the Eastwest Road and Zajiasu expressway, and ends in Hengwan
Bay. The entire project is 36 kilometers long, with the bridge alone being 32.7

kilometres, with a six-lane freeway.
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The total investment of Hangzhou Bay Bridge is RMB11.8 billion, with funding of RMB7.0

billion in bank loans. CDB has made a lending commitment of RMB 4.0 billion to the project.
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The Tianjin Express Railway project consists of the construction of an express railway from
the urban district of Tianjin to the new Binhai industrial zone and is one of the key construction
projects of the city government. The length of the railway is 45.5 kilometers and the trains
travelling its route are expected to reach speeds up to100 kilometers per hour. The completion
of this project will further strengthen the economic development of the Binhai area and support
the Tianjin city government’s strategy of expanding its industrial zone to the eastern part of

the city, thus helping the entire region achieve balanced and sustainable economic growth.

This project was started in June 2001. It completed its pilot run on 1 October 2003 and it is
expected to commence its operation on 28 March 2004. The total investment of this project
is RMB 6.6 billion and CDB has made lending commitments of RMB 3.0 billion, of which,
RMB 1.5 billion has been disbursed.

China Development Bank
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“By having CDB as a business partner, we were able to build 15 freeways with a total length
of 1,410 kilometers, connecting 17 cities and towns around Sichuan province and significantly

improve the road condition in the region.”

Since its establishment in1996, the Sichuan Freeway
Construction and Development Corporation has been
responsible for the construction and management of the
freeways in the province. By the end of 2003, CDB had made
total lending commitments of RMB 35.0 billion, of which, RMB
12.5 billion has been disbursed. With the completion of the 15

freeways, a network of roads with the City of Chengdu (capital

of the province) in the center was create, and the initial phase
of the modernization of the transportation infrastructure of the

most populated province in China was completed.
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LR TN YANKUANG COAL MINING GROUP |
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“With the support from CDB, we were able to gain access to world-class technology and
equipment to enhance our production capabilities. The advisory services provided by the
Bank also helped to enhance our corporate management. Further, the direct access to the
capital market achieved through our bond issuance underwritten by CDB could potentially

result in the reduction of financing cost to our company and improvement of our bottom line.”

Yankuang Coal Mining Group (“Yankuang”) is the second largest coal mining company in
China. In the past several years, CDB has provided Yankuang with a wide range of services-

including short- and long-term loans, bond underwriting and other investment banking services.

China Development Bank



Such services helped grow their business and maintain their strong market position in the
coal mining industry in China. In 1998, Yankuang’'s common stock was successfully listed on

the Shanghai, Hong Kong and New York stock exchanges.

Management of Yankuang has a very good understanding of our “Targeted Development

Financing” concept, and works closely with us in expanding their business horizon, improving

their credibility in the market and enhancing their image in the industry.
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Our funding is largely defined by our loan origination needs. Over the years, we have developed
a variety of funding sources, including debenture issuance, special government tax program,
and inter-bank money market. We also maintain a certain level of customer deposits, but
such deposits are limited to amounts incidental to our customer lending activities. The majority
of our funding still comes from bonds issued in domestic and foreign capital markets, which
take advantage of CDB’s backing from the Chinese government and cost advantage in

effectively securitizing sovereign credit.

DOMESTIC FUNDING |
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CDB continued to be the second largest bond issuer in China, behind the Ministry of Finance.
However, on the inter-bank bond market, the volume of CDB's issuance exceeded the treasury
bonds issued by the Ministry of Finance for the first time in 2003. During the year, we issued
debt securities totalling RMB 420.0 billion, representing a 68% increase from a year ago, of

which, RMB 340.0 billion are medium- to long-term and RMB 80.0 billion are short-term.

China Development Bank
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As one of the largest issuers, we are obligated to cultivate a growth-oriented, but balanced
bond market in China. In 2003, we continued our efforts in this area through the introduction
of new products to meet the increasingly more sophisticated needs of investors. We introduced
bonds with forward delivery and interest rate swap options, as well as a number of bonds

issued for special purposes, such as the SARS bonds.

We continued to explore other potential sources of funding, such as the postal savings
institutions, national social security system and insurance companies. In 2003, we signed an
agreement with National Post Savings, resulting in RMB 2.0 billion of additional funding

capacity.
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itk FOREIGN CURRENCY FUNDING |

AERTHOIDREETBZRRTHAGRE. FRAMLTITHRS. BRFRREATRKEENEFR
K, SIPASHRABAARAEE LBURTHRXMNERBR, FRNE 2008 FEEKFKIPITHRE
#15{2%Tt, HPRTRAEXTHRZF LK. ERERSZET, BEARTMICS{ZETT.

HTAXRTHNRRASRERY . BB TBRMBERMHRT BB MNNERERATREER
BTV HRERETERN., BESETFENMHNENEE, FAEMT HEFFRNBNERE.
B A SR A RRTOKBREITRMBaal LR A2TER, SFEPIEEE—B RAELRA
S 2004 FEYE P EMF R BITNKIAHRSETFHRHBBB RS2 BBB+, ILsh, FAZERIBET
BEERNMBARTEERAGELS AT (RU) MIFR, H5HEMNERFR .

Our funding sources for foreign currencies consist primarily of export credit facilities, overseas
or domestic bond issues, international syndicated loans, and loans from foreign governments.
Funding for foreign currencies is largely dependent on our lending levels. In 2003, we raised
atotal of USD 1.5 billion in foreign currency financing, of which, USD 500.0 million was raised
through the domestic bond market and another USD 500.0 million from domestic borrowings.
In addition, we purchased USD 500.0 million in the domestic market through foreign exchange

transactions.

Thanks to the quality of our lending portfolio and our status as a government policy bank, our
international credit rating continued to be the strongest among domestic banks. Through
proactive communication, CDB increased its transparency in front of the international credit
rating agencies. The rating of our long-term debt by Moody’s was raised to A2 from Baal at
the end of last year, and was consistent with China’s sovereign rating. At the beginning of
2004, Standard & Poor raised China’s sovereign rating as well as CDB'’s from BBB to BBB+.
In addition, as in the past, FITCH and Japan’s Rating and Investment Information Company

both gave CDB credit ratings that were consistent with China’s sovereign rating.

China Development Bank
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In order to better serve our customers, we strive to make more services and products available
to them. As an example, by leveraging our capabilities in underwriting debts of our clients, we
believe that we can build a viable investment banking practice. We view CDB as more than
the project finance arm of the Chinese government. We believe that our role in actively
promoting the growth and diversification of China’s capital markets will enable us to maintain

our relevance in China’s economy long into the future.
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In order to better serve our customers, we strive to make mare services and products available
to them. Especially during the early stage of our collaboration with clients and potential
clients, the availability of these additional services can play a significant role in securing a
project finance mandate. In the near-term, one of our objectives is to increase the scope of
our services. As an example, by leveraging our capabilities in underwriting the debt securities
of our clients, we believe that we can build a viable investment banking practice. We view
CDB as more than the project finance arm of the Chinese government. We believe that our
role in actively promoting the growth and diversification of China's capital markets will enable

us to maintain our relevance in China's economy long into the future.

China Development Bank
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Financial advisory services play an important role in attracting and retaining customers. In
2003, we signed a total of 219 agreements with local governments or large state-owned
anterprises to provide financial advisory services. Below are some of the examples of projects

that were financed by this incremental lending;

TE: ExALRTUNT — T EFEEEE . $H[E AR 2008 5 BB H 6%
TR 4RI H R M el IR 5. RS0 H RS RIEERIE T H AHRAR IR . AR EEAR
THBAFRMERENGEE ERkRS. NAWIERERENRAELTSERER.

cs 2008 - The Bank has joined with international consultants in providing
financial advisory services related to the construction projects for the Beijing Olympics 2008
(*Construction Projects”}. These servicas include monitoring of the bidding progress for the
Construction Projects, providing funding and financial advices ta corporate entities managing
the Construction Projects and ensuring that the funding needs of the Construction Projects
are efficiently coordinated and the usage of the fund is strictly in accordance with the original

plan.

ATREIER RIS 2008 FRIMTIESN, ERFARTART —TE2EFENMFZHELE.
HiEmmlklE A=A SN EMBRTERMERES REASENICRMREEA XER
EHNE. NEAEEE. HEXERRHNRARBAR RIS, BAOEIRZNM SR EE
IERmERENSEFT.
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To help ensure the success of Beijing Olympic Games in 2008, the Bank organized an
experienced team of financial professionals to advise the Beijing Planning Committee in
developing the plans for infrastructure construction in the capital, including the reform of local
infrastructure finance entities. Significant elements of the infrastructure development initiative
include highway and rail transit system construction. The financing plan submitted by the

Bank was highly regarded by the municipal government,

= ERFARTEAT TahEN et B &S AR H X ERM H R
HERERS, BRRMNEESEYS A —EERABNEEE, AYHESHNBREYSRF,

(po 2010 - The Bank has formed a team of experienced professionals 1o

advice local officials in defining the financing needs of the Shanghai World Expo 2010 and
related urban infrastructure construction. We hope to be appointed, with internationally

recognized organizations, as joint financial advisors to the Shanghai World Expo 2010.

g ERALPITEETEREFEARBIRBAFRADNUEEE], MEF
ERTHAKEE RINNBREATEHIERSFIARBRAAAIRAINESTEABER
WMEEEEETS. BUMALTEMRIAIRREME. 2R,

g Road Construction - The Bank supports the Chongaging High-level Road
Construction and Investment Co., Ltd. (CHRCI} by acting in a financial advisory role in
connection with the financing of road construction projects in Chongaing. The scope of services
covers the design of a financing infrastructure and the development of a financing plan for the

various road and highway construction projects to be undertaken by CHRCI.

China Development Bank
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Our activities in this area were mainly focused on the management of the existing equity
investments and asset resolution. We completed four new transactions during 2003, with
total value of RMB 1.9 billion. In addition, a total of nine disposals of equity securities, with a
carrying value of RMB 1.9 billion, were executed during the year. Our asset resolution has
always been pursued with the objectives of developing new projects, supporting and
maintaining meaningful relationships with our customer, and further enhancing the
competitivenass of our bank. To improve our relationships with these customers, we delegated
the front line communication in this area to the branches. This change in our customer
service approach helped us develop further opportunities for the cross-selling of other services

and products of our bank.

afEmBF, FARTHAEERANETA, LWEBRFHNMIERHERF. 2008F, MM
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OTHER FINANCIAL SERVICES

As one of the largest debt issuers in the domestic bond market, our bond undenwriting business
has remained stable and strong. In 2003, we became the largest issuer, in terms of both the
number and volume of issuance, in the domestic bond market for the first time. We completed
12 successiul offerings during the year, of which, three as the lead underwriter and three as
co-lead underwriter. During 2003, our total underwriting reached BMB 4.7 billion, an increase
of 7% compared with 2002. The fee income related to our bond underwriting was BMB 42.3

million in 2003.

003F3H, EAERPIMNSAFIHREARSEERT - PhaellRBERSERRF (SSVC) -
ERAZFAL, FAZRSEEA, ZRAIRNFAFERNRSHFRESE (SSPF) MEMHEHEIEN

HR% .
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2001 €51 B3R, —HEREZ 24 0% 833,33 FIE 45k AR B F 2003 4 12 3041, 2003 4Eh
mEFESIENEEIE—1.

In March 2003, the Sino-Swiss Venture Capital Fund Management Company (SSVC}, the first
Sino-foreign investment fund management company of its kind, commenced its operations.
As a fund manager, SSVC is responsible for the management of the Sino-Swiss Parinership
Fund ("SSPF"), and to provide related advisory services. In 2003, relevant government
authorities approved the application for the second injection of capital to SSPF. The first
tranche of Swiss Francs 31.3 million was fully paid in January 2001. A portion of the second
tranche in the amount of Swiss Francs 8.3 miillion was contributed in December 2003, and

the company has already made an investment in one new project during the year,

China Development Bank
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We have established a number of aggressive, but achievable, business objectives as
discussed above. We recognize, though, that there are risks inherent in all of our business
activities and that these risks are becoming increasingly complex. Consistent with the practices
of leading global banks, we have commenced the development of a world-class risk
management structure to ensure that we meet our business objectives while managing the
risks faced by CDB within acceptable tolerances. Qur primary risk management objectives
are to manage risk within acceptable limits and to provide the support to our people that they

need in their daily decision-making related to implementing our risk management policies.

We have made tremendous progress during 2003 in continuing to develop a practical risk
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management infrastructure that will enable us to successfully meet our risk management

objectives,

At the beginning of 2003, for example, we established the Asset Liability Management
Committee (FALCO"} that was charged with creating a framework, designing policies,
procedures and implementation guidance, setting risk appetite and objectives, reviewing
annual and long-term plans, as well as developing an Enterprise-wide Risk Management
("ERM"} process for the Bank. With assistance from globally recognized consulting firms,
the Bank has also commenced the development of an economic capital allocation framework.
We completed the initial design of the capital allocation of credit risk, and made significant
progress in the capital allocation of market and operational risks. We have created a roadmap
outlining the process and related milestones that will need to be achieved towards full
implemeantation. Further refinement and implementation of this framewaork will be undertaken

over the next several years.

In order to bring the essence of the new BASLE Accord into our risk management, we actively
participated in the third Quantitative Impact Study ("QIS3"} arganized by the BASLE Committee,
with our testing results submitted during the year. Through this study, we further clarified our
goal and direction of implementing a comprehensive risk management system. In addition,
we commenced a project in designing an internal risk rating system, with the help of

international consultants.

ABRERG . B4, BEANEHRNERHSFTRE, ROBARENEIREEERBER
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In 2003, we made significant progress towards the creation of a comprehensive risk
management structure that is intended to identity, monitor and manage our risks efficiently
and effectively. Cur risk management framework is comprised of four key elements: i} a
robust organization structure that reinforces individual responsibility and accountability
regarding the management of risk through effective communication; i} well defined policies
and procedures, reinforced with intense training; iii} proprietary methodologies and toals;
and iv) a comprehensive risk reporting system designed to continuously monitor pre-detined

risk metrics to identify potential risk management issues before they fully develop.

In 2003, we identified three functional streams that were aligned with our management efforts
related to credit, market and operational risks - three major risk areas (21 categories) ot
focus, in accordance with the principles of the New BASLE Accord (CP3}. The functional
streams reflect the individuals and departments that are responsible for a specified risk area
at various levels and reporting lines. Cur Governor oversees CDB's risk management strategy
and the definition of our risk appetite. All of CDB's risk management activities are directed by
our Asset Liability Management Committee, which is comprised of senior executives from
many departments. The Comprehensive and Planning Department is responsible for the

daily operations of risk management and reports to ALCO on a periodic basis.
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BANKWIDE RISK MANAGERMENT
ORGANIZATION STRUCTURE
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After a thorough analysis of risk assessment methodologies adopted by leading global banks
and overseas regulators, we developed a two-dimensional scoring system for our own risk
assessment that is focused on (i) the inherent risk (low/medium/high) of our business activities
and (ii) the risk management capabilities (strong/acceptable/weak). Each score is rated
independently first, and an aggregate rating is determined based on the combination of the
levels of the inherent risk and the quality of our risk management. A final review and adjustment
on the aggregate ratings will be made after considering the future moving trend of the particular
risk unit (increase/stable/decrease). The initial assessments are to be performed by individual
departments and the results should be reviewed by ALCO in order to arrive at the final results
and identify the top 10 risk areas that require management’s attention. A final report, which
includes the projection of overall risk indicators, is then prepared and submitted to our
Governor. Operational departments are responsible for implementing policies and procedures

to mitigate the risks identified.
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Risk Management Quality
Risk Matrix

Strong Acceptable Weak

High level 3 level 4 level 5

Inherent risk Medium level 2 level 3 level 4

Low level 1 level 2 level 3

14, BENRK, REIRBMEIRET R
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4R BERBEATEISE, REIRHIMEEENRS
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Level 1: low inherent risk with strong risk identification and management capabilities

Level 2: low to medium inherent risk with relatively strong risk identification and management capabilities
Level 3: medium inherent risk with average risk identification and management capabilities

Level 4: medium to high inherent risk with weak risk identification and management capabilities
Level 5: high inherent risk with no risk identification and management capabilities
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In the fourth quarter of 2003, using the above matrix system and other assessment criteria
judgementally, we completed an assessment of credit, market and operational risks in all
areas of the Bank. All results were summarised in a Risk Profile Report, which was submitted
to ALCO. In addition, we have developed benchmark risk metrics and key performance

indicators in order to evaluate the effectiveness of management’s efforts at managing risk.

CDB is exposed to three principal types of risk - (i)credit risks, (iiymarket risks, and (iii)

operational risk.

EEEASN CREDIT RISK |
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Credit risk is the risk that a borrower may not meet its obligation according to the original
contractual terms of its facility with CDB, and it is the most significant risk faced by CDB.
Given the nature of our lending - large balance, long term and high concentration in a few
industries - effective management of credit risk is our top risk management priority. Our

credit risk management approach is comprised of the following key elements:
1. Segregation of the underwriting, credit administration and risk monitoring functions.

2. Sound underwriting procedures and quality control standards designed to ensure a

high level of asset quality up-front.

3. Proprietary credit grading techniques and methodologies that provide a consistent

basis for effectively managing our credits.

4. Portfolio exposure and concentration limits to diversify our risk to the extent possible

given the nature of our business.

5. Robust collection efforts and other loss mitigation procedures to resolve non-performing

loans.

RS T

\]

ERANRZERSNRAZERSLTEARKREELE RASELENKR EEERANERXE
HTEFHERE. RRNZERARIMI TRV ST, ERERTOCR. TRIERANREEAER
£, FREERERREATEZASTR NREANRKERTIENRAEIE. XLRE
BAMAERIMMPEHS THRE T EANREERENES. RAANERAXZASNEEERS
ER NG EHERAE S D ITRIT.



MLPE E 3 RISK MANAGEMENT

85

Annual Report

SEGREGATION OF DUTIES

The ultimate responsibility for credit risk management rests with our Governor. The Asset/
Liability Management and Credit Risk Rating Committees, which are independent of our
business units and report directly to our Governor, have been delegated the authority for
directing our credit risk management activities. The Credit Risk Management Department,
which reports to the Credit Risk Rating Committee, is responsible for the implementation of
our risk management activities. Through the independence of these functions and their clearly
defined roles, CDB has established clear risk management responsibilities at both the head
office and branch levels. Transactions are executed in our branches and subject to the

controls put into place by management.

RENERHEELZMERFURERIREHA
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SOUND UNDERWRITING PROCEDURES AND CREDIT ENHANCEMENT

Because of the relatively large size of individual loans in our loan portfolio, our underwriting
procedures have become very thorough and stringent. The underwriting of our large loans
also involves industry specialists who are familiar with the unique funding needs and related
risks. They get involved in the project due diligence process long before the actual credit
application is submitted. As the approval of local and provincial governments is often required
for large infrastructure loans, CDB also assesses the budgetary capacity of these governments
to support infrastructure development loans in default. While many loans are not explicitly
guaranteed by any government body, CDB has established mutually productive relationships
with many local and provincial governments that have facilitated the collection of payments

on defaulted loans.

When credit applications are submitted, thorough analysis is performed by an independent
underwriting group. The underwriting process focuses on the borrower’s past credit
performance, its financial position and debt payment capacity, the proposed credit facility
terms and structure, its industry, local government support (explicit and implicit) and economic
trends. Of course, collateral and third party guarantees are also considered. Such analysis
is normally prepared by both the loan officer and industry specialist to ensure its objectivity.

The approval of loans rests with the Credit Risk Rating Committee.

KB R T B E
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RISK RATING TOOLS AND METHODOLOGIES

We have started the design of an Internal Based Rating system that includes both borrower
(13 grades) and facility ratings (7 grades) in accordance with the new BASLE Accord. In
addition, we have also developed industry ratings (10 grades) and geographical ratings (12
grades), as supplements to the borrower and facility ratings. With the help of international
consultants, we developed a framework for our internal risk rating system. In addition, we
have completed our preliminary calculation of Probability of Default (PD) and Loss Given
Default (LGD). Of course, the quality of our data will need to be further enhanced. We intend

to improve the precision of our calculation once the data enhancement is completed.

PREIFNAE S EE
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LIMIT AND PORTFOLIO MANAGEMENT

The Bank uses exposure and concentration limits to maintain our credit risk within acceptable
tolerance. Our portfolio concentration limits address both industry and geographical
concentrations. These concentration limits are strictly adhered to on a bank-wide basis during

the underwriting process.

BAENHERFTRMEANBRKIEZESERF
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ROBUST COLLECTION EFFORTS AND OTHER LOSS MITIGATION
PROCEDURES

Despite our strong underwriting and monitoring standards, some of our loans, like some of
those at all global banks, will eventually become non-performing due to changes in general
economic conditions, deterioration in the financial strength of an individual borrower, and
other factors. Over the years, we have developed rigorous and disciplined collection and
recovery procedures. Notifications on repayments are sent to borrowers days before the
loans are due. In addition to periodic borrower site visits and financial reviews, loan officers
are required to rate each credit at least quarterly to detect any early signs of deterioration in
a borrower’s ability to repay its loan. If the repayment ability of a particular borrower becomes
questionable or the payment is past due, the responsible individuals at branch level will work
with the Credit Risk Management Department in the Head Office and take effective actions to
collect on the principal and interest. Because of our unique status as the key policy bank in
supporting regional economic development, we have been very successful in leveraging our

excellent relationship with local governments in our loan collections.
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2003 2002 2001 2000 1999
WA 99.9% 10094 99.09% 99.29% 84 3%
Kt 99.29% 98.49 95.0% 91.1% 64.59%

Percentage of payment collection :

2003 2002 2001 p2{0[0]0] 1999
Current year 99.9% 100% 99.0% 99.2% 84.3%
Accumulated 99.2% 98.4% 95.0% 91.1% 64.5%

AERE
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ASSET QUALITY

Because of the enhancement of our credit risk management, our asset quality was further
improved in 2003. We continued to classify our loans according to the 12 categories developed
internally and mapped with the five categories required by the PBOC. At the end of 2003,
non-performing loans stood at RMB 15.2 billion, or 1.34% of the total loan portfolio, down by

0.44 percentage points from a year ago.
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Loan classifications(not including the loans to banks)

(Balances are in billions of RMB)

31 December 2003 31 December 2002

Balance Percentage Balance Percentage

Pass 862.5 75.78% 627.8 70.22%

91 Special Mention 260.4 22.88% 250.4 28.00%
Sub-total: Performing loans  1,122.9 98.66% 878.2 98.22%

Substandard 8.8 0.78% 7.3 0.82%

Doubtful 59 0.52% 8.1 0.91%

Loss 0.5 0.04% 05 0.05%

Sub-total: non-performing 15.2 1.34% 15.9 1.78%

Non-performing loan at 31 December

(Balances are in billions of RMB)

2003 2002 2001 2000 1999
Balance 156.2 15.9 29.8 58.2 101.8
Ratio 1.34% 1.78% 3.96% 8.78% 18.66%

Non-performing loans by industry

(Balances are in millions of RMB) As at 31 December 2003

Power Road construction Petrochemical Railway Others Total
Balance 5,303.1 34.4 678.9 3,608.7 5,590.5 15,215.6
Percentage 34.9% 0.2% 4.5% 23.7% 36.7% 100%
(Balances are in millions of RMB) As at 31 December 2002
Balance 8,561.0 164.0 796.1 823.6 5,576.1 15920.8
Percentage 53.8% 1.0% 5.0% 52%  35.0% 100%

Annual Report 2003 China Development Bank
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Market risk is the risk of loss caused by changes in prices, principally influenced by interest
and foreign exchange rates of financial instruments. The ALCO has the primary responsibility
in managing the market risk, including liquidity risk, at CDB. Successfully managing market
related risks requires consistently maintaining acceptable levels of risk exposure while meeting

other business and operational objectives.
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INTEREST RATE RISK

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 our financial
instruments and future earnings of CDB. There are four types of interest rate risk faced by
CDB: (i) replacement (or duration mismatching) risk, (i) yield curve risk, (i) basis point risk,

and (iv) option risk.

In order to prepare for the emerging challenges related to the opening of China’s financial
markets, ALCO further strengthened our analysis capabilities on the macro economy,
government policies on currencies and interest rate movements. In addition, we developed
an advanced measurement system that includes benchmarking indicators and limits for interest
rate risk management. Through this measurement system, ALCO is able to continuously
monitor, measure and report on these risks. In addition, ALCO prepared the “Implementation
Guidance of Interest Rate Risk Management of CDB” manual to support the implementation
of risk management processes based on the related principles developed by the BASLE

Committee.

Our management of interest rate risk is achieved primarily through gap analysis performed
on sensitivity, duration and fair value. By the end of 2003, our duration gap stood at -1.97
years. If the level of interest rate increases by 100 basis points, total net interest income will

increase by about 6.62% and net assets will increase by about 29.49%.

CDB enters into interest rate swaps and collars for the purpose of hedging the long-term

China Development Bank



fixed rate debt denominated in foreign currency. We do not engage in such transactions for
speculative purposes. These derivative transactions expose CDB to additional credit risk,
which represents potential costs to replace the derivative contracts if the counter parties fail
to perform their obligations. This risk is monitored on a continuous 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 the credit risk of its counterparties,
using the same techniques used in our lending activities. In the future, we will increase the

use of derivative transactions to improve our management of interest rate risks.
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CURRENCY RISK

Currency risk is the risk of loss arising from the fluctuation of exchange rates. Our activities in
foreign currencies have been limited, and the majority of the foreign currency transactions
are in US dollars or hedged to US dollars, if in other foreign currencies. In recent years, the
PBOC has maintained a stable exchange rate with USD. Therefore, we do not believe our

exposure to currency risk is significant. Should the current practice of our government in this
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area change, our risk to foreign exchange could be increased.

CDB enters into currency forwards and swap agreements principally at the request of our
customers. To hedge the potential risks of these transactions, we enter into similar agreements
with other counter-parties. In addition, the management seeks to minimise the Bank’s exposure
to interest rate and foreign exchange fluctuations by matching the maturities of its loans and

guarantees to those of the liabilities denominated in the same currencies.
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LIQUIDITY RISK

Liquidity risk is the risk that the Bank is unable to fund its current obligations and operations

in the most cost efficient manner.

Based on the key principles and practice guide on liquidity management from BASLE, we
developed a mechanism that effectively monitors the short-, medium- and long-term liquidity
risks and completed the Guidance on Liquidity Risk Management for CDB, as well as created

the necessary early warning tools in 2003.

Our primary funding source is our bond issuance in the domestic bond market. Due to our
quasi-sovereign rating, we are able to maintain our debt issuance cost at relatively low levels.
With the current market condition and our successful track record, we do not foresee difficulties
in raising the finances in the near term. In addition to the bond market, we have other financing
sources such as the inter-bank market, borrowing from the PBOC, and overseas capital

market.

We periodically perform a maturity analysis of the Bank’s assets and liabilities and future
commitments required to assess the needs for additional funding and to determine the best
source and cost of the funds. This analysis serves as the basis of our bank-wide management
of liquidity risk. At the same time, we calculate the maturity gap on the average years
outstanding for loans and bonds issuance. Through the enhancement of our gap analysis,
Bank’s average maturity gap has been decreased from -1.15 years at the beginning of the

year to -0.51 years at end of 2003.
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Y OPERATIONAL RISK |
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Operational risk is the risk of loss arising from failed internal control processes and/or systems,
human factors, and/or external events. Operational risk is inherent in all aspects of a business
and covers a wide range of issues. Our risk management efforts in this area are focused on
seven key elements of operational risk - i) internal policies risk, i) regulatory risk, iii) legal risk,
Iv) settlement risk, v) IT system risk, vi) employee risk, and vii) external risk. We completed
an assessment of these seven risk elements during 2003, and developed a prioritised list of
issues that need to be resolved in order to reduce our operational risk exposure to acceptable

levels.
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Management maintains an internal control framework designed to identify, measure, monitor
and manage all significant operational risks on an ongoing basis. CDB continuously assesses
its operational and financial reporting infrastructure to ensure it is adequate to handle emerging
business and financial reporting developments, and we have been working hard to make

further improvement every year.

CDB mitigates the risk of human error by adequately training our employees, documenting
and adhering to comprehensive policies and procedures as well as by regularly evaluating
the effectiveness of our internal control structure. As an integrated component of the Bank’s
internal control, our Internal Audit Department regularly monitors the compliance with

established policies and procedures.
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Without a world-class professional team, we can never deliver the services required by our
valued customers. Therefore, bank management has placed training and education as the
most important tasks on their agenda. In 2003, we implemented a number of initiatives to
prepare our staff for the challenges faced by CDB, focusing on international management
techniques. We continued to offer educational opportunities at universities, both in China

and abroad.

N E- 130 HUMAN RESOURCES MANAGEMENT |
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Our commitment to global best practices and the development of a world-class financial
institution prompted a number of changes in our human resources management. In 2003,
we made significant progress in a number of areas - (i) We completed a modification of the
Bank’s organization structure to support our restructuring plan, which included outsourcing a
portion of our logistical services and automation of certain back-office support functions. (ii)
We further enhanced our employment contract system up to the level of Director General. All
key positions were filled after a fair and open selection process that was exclusively based on
merit and competency. We will also implement a mechanism to enable us to adequately
allocate resources according to job requirements and maximise the potential of our employees
at the same time, and (iii) We further improved our compensation system to align pay with
performance at the department levels in both Head Office and branches. Similarly,
performance indicators were developed based on leading practices by global banks as well

as the special needs of a development financing institution in China.
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CDB management is committed to creating a well-balanced incentive system that meets the
market demand for all of our employees. In 2003, with the help of international consultants,
we started a project that included the evaluation of job positions at the various levels, the
design of the performance measurement indicators and the determination of employees’
compensation that are consistent with his/her position and performance. We recognize that
the implementation of any changes in human resource management takes a long time, and
we are currently reviewing and communicating the results of the studies with our employees

in order to obtain their agreement to move forward.

China Development Bank
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The coming year, 2004, will be the tenth year of Bank’s history. Management believes that
this is an appropriate time to take stock of our record in fulfilling our primary objective -
supporting the Chinese government’s infrastructure development initiatives and seeking new
ways to help lead China’s economic growth. It may also be time to re-examine our business

priorities in this rapidly changing environment, while maintaining the focus on rasion d’etre.
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TRAINING TARGETED ON INTERNATIONAL
MANAGEMENT TECHNIQUES
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The need for improvement in management capabilities defines our training scope. Our
business departments have started the process of benchmarking practices in their areas
against international best practices. The results show that although we are strong in a number
of areas, we are lagging in general management capabilities. As such, our training programs

have been designed to better support the Bank’s current business focus and new products.
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BUILD A WINNING TEAM

During 2003, we conducted a number of courses covering topics such as economic capital,
asset and liability management and credit risk management on lending to small and medium
anterprises, as well as the infrastructure financing course offered together with the World
Bank. We also worked closely with our business departments in introducing new services

and products, as well as the related management techniques, to our employees.

ERFRBITEEARIANEN R TR BIMINZHENN S AREREA, BNFEEHE
EEE. mAMRTRHEARF SR REF S MBA RSRIRE. B, HMESBERFE
FiRIFT MBARULIRIEDIE . ABREEARESES THREEFES L ITENZIIHAE,

CDB continued to offer top-performing staff overseas training and education opportunities.
This year, the Bank and the British Embassy jointly offered full scholarship to five of our
people to study in Finance or MBA programs in the UK. We have formed a partnership with
Tsinghua University and designed a core MBA program, covering the concepts and

methodologies of modem management customized for our top management.

China Development Bank
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Because of the Bank's broad geographical profile, we have baen using our available network
technology to facilitate training courses. During the period of May to July in 2003, when the
SARS epidemic was at its worst, we were able to continue our training programs over our
network through the innovative efforts of our training and technology personnel. When things
returned to normal, we organized various survey and coaching projects to determine the
effectiveness of this training. The results were encouraging in that we discovered that our
long-distance education was well received. In this case, we were able to develop an efficient

and cost-effective training tool.
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CDB has had a long history of making charitable contributions to benefit public welfare in
China. In 2003, we continued to be actively involved in disaster relief, poverty alleviation and

other general public welfare services around the country,

During the toughest period of 2003, when our nation was battling the SARS epidemic, we
sent donations in RMB 12.6 miillion to eleven organizations in need of help, including Beijing
Disease Prevention and Control Center, the Red Cross of China, local governments and a

number of hospitals in Beijing, in suppaort of their effort to save people's lives and stop the

China Development Bank



spread of this disease. In 2003, disbursements from our disaster relief fund totaling RMB 2.2
million reached a number of provinces such as Xinjiang, Guangdong, Jiangxi and Inner
Maongolia, etc. that had suffered damages from earthquakes and floods. This funding enabled

ordinary Chinese people to rebuild their homes and restore their lives.

In our continued support of poverty alleviation efforts, we maintained our focus on the seven
poorest counties in China in the Guangxi and Anhui provinces. In 2003, we supported 30
projects including Hope schools, schools for the handicapped, hospitals, drinking water
purification, and new village and road constructions through total donations of RMB 4.8 million.
In addition to the seven designated counties, we also made contributions in the amount of

RMB 400 thousand to other rural regions in Henan and Gansu provinces.

In 2003, we also made donations to a number of other organizations committed to improving
the lives of the Chinese people in many areas, such as the Legal Assistance Foundation, the
China AIDS Prevention Foundation, the Chinese Foundation for Lifeline Express, the China
Poverty Alleviation Foundation and the various assistance programs for college students,

elc.
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Business is undertaken in the registered name of PricewaterhouseCoopers China Limited, incorporated in Bermuda with Limited Liability.
Registered address is Clarendon House, 2 Church Street, Hamilton, Bermuda.
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Bt E 2003 2002
FEBKA 4 59,167 51,668
FEZH 4 (34,747) (32,206)
F 2 UGN EER 4 24,420 19,462
FEHEBAN 123 68
FEHEIH (7) (13)
FLEBRIINESEE 116 55
B&F U 5 1,644 1,831
AN 15 (821) (2,391)
HAE U 6 236 266
BN 25,595 19,223
ERAFEE 13,14 (2,829) 1,230
HtbhE WX 7 (4,299) (3,760)
FarFliE 18,467 16,693
FRig®t 8 (5,255) (4,774)
T 13,212 11,919
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B X & RIT
2003F 12A B HEH AT RER
(BRESSHERIS, SMBERMHARTEST)

i 2003 2002
&=
W& B EFHMRITHRIN 9 16,143 7,354
TFRLE A FR IR 10 2,085 913
LS T 12 821 680
109 INREIEE - 9,228
W, B 13 1,120,885 876,132
ZiaES 14 103,016 103,046
ERgA
- IFHERE 15 28,152 34,452
- BRISRE 15 1,738 497
BEAE, A 16 2,412 2,039
% R 17 3,608 4,566
Hhi= 18 2,135 2,804
ZEE 1,280,995 1,041,711
IERATEENEGE
&
& IR ER IR 1,344 1,874
BPTER 19 65,734 40,005
e E b A9 1EFR 20 50,560 44,603
T H MR 12 448 672
LIRS 21 1,054,970 860,543
Hethta ik 22 18,510 18,613
HEETT 1,191,566 966,310
FrE&IE
S EAR 23 50,000 49,050
HBARNR 23 - 134
BRNRS
FERSARS 24 2,702 946
EENTE 24 1,806 703
FRERARE 24 653 -
Bl 25 34,268 24,568
E&ENEET 89,429 75,401
HEEEENESTT 1,280,995 1,041,711
EMESIHHREMEIFARS ITHRROART 2
7K. BT MEREAN: FKE
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EXRFLERIT
2003 FEESHMETER
(BR4FFTERSN, AN HARTEAIT)

BitiE 2003 2002
ZEENTENUERE
AT 18,467 16,693
BEIE .
REERAS AR 13,14 2,829 (1,230)
111 =EIp7N Yo (17) -
REE AR IEER 1,251 2,252
IESR AR ZZEZMBRAN (421) 139
FIRFIREE 157 105
BEER=LERK - 292
EIERETSENEE 1,620 615
E AT & B A 5 (1,644) (1,831)
TAME TS
PR 1 M TF AR R e SR IR A 5 (12)
TH MR (141) _
EINREIESE 9,228 (4,838)
P E 311 2447
B (235,253) (148,253)
FiL s (635) 700
Hithd = 1,142 (2,130)
ZH MR (224) -
FHE M 3R (530) 1,171
BREXK 25,729 7,927
Hth i ik 1,692 80
AT ERER (5,664) (5,476)
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W ER R E NS 28,584 890
W E) A9 & AR F 5 1,644 1,831
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RAEHNTENNE TR ERT (6,165) 1,813
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ETREREFEEINAE 561,131 243,936
BERERERIMANRAE (363,547) (114,297)
BRARTN 645 1,601
ERENTENNEREST 198,229 131,240
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EXRFEERIT
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Tk BRT

WE RN FRE

2003 2002
9,949 1,716
8,086 6,370
18,035 8,086
57,757 51,075
(30,756) (33,012)
1,924 2,621
(13,901) -
(648) (1,764)
(107) -
12,732) 857
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5 FF & R 1T
2003 4 fE & H & IR R M E
(BHF31ERN, ¢MBNIARTHAT)

1T FEBRAREZWNSF

ERARRTIUATER AT BREPEARKXTEWUTER "HE")RIPEFBR TSR
VA, BT 199447 B 1 H, AFEMID. REILRTARKERIIINKRE 295,
AT ERIRE B [ BUF L5 & RITRIF W BRI H E R 0 B i fHCHR T, US55 7T
RHAZLFRRE. RATHFNERVSABEIEER S, QEREMRE. Bl Wi~z
BEMBABRAIT R EERASNNTXNERERRM AT LRTARIINT RS, @INE
BN, BFRestymmESgLRTER. B, ATERETERREZE,

HZE2003F 12831 HiE, RfTHF 4224 FH T (2002 % 3,780 &),
ETRBE—NTAIN—PEKERY, AT HRWIRARSEEFRASINPHREIEES
HEZERNWNETEWAK,

2 EEQITEN
ERFIRGFRIRER, TERRNT UTEIERM.
A GRHIERY

FEFUREER (EFRUYSREEN) HH ., BHNFHERET. AXGAFAENERHAS K
SRAGRMTES TRZAANETTESN, HEMIA WA LSRR RIS,

HHEFEAMAIMTRUHSIHRE, BRMYSREAFBRUTHRRESMEA~ M RENREE
M. LEARSRE HRAOEKE URBNIREHERAMBEANRE S MOEIED G0
W, EXRIHETT EENTIESMTIAAAMENHENN RARBCESNAMER, HXE
HRERZANE N RETEREE TN HAIEHANTHNRENREL AT EEXHFER
RATRSHEITHFEEZR,

China Development Bank



B X IF % R1T
2003 fF E & HF S IT MR MIE
(BRESRLERS, STEMHARTEIT)

2 EEITERN(E)
B EHiE%
() F2F

TAE, BREATHRGEER BEEFAVSMEEBRMNLL. LEXPVEEFTEFEITR
xH.

FEHINT AT R AT RN — M SEHIARES % 8 T H SRR RS FE THAT R AL TH
FHERIR MR,

MBRETREINEEREFINZBE, RTTEEETUEH AREAXEFEEHNZBREFLS
. FATNRBOUTEXBMEZE. KTHUFASZERAERNERRA. X5 ERKAFEE
EEFRUHRRBH N T RURSE: BRIERRTTER, IEERRKIURKIE T UIRE., S5
ABFEENTATRSATRANSIHTEE N8, BALSENEFN G REE MR,
RATHATNSITBOR T UAE.

@) BEfl

RN ES VR BN EHTRE., EREET, ATEMUBEBKE SV BRER £ F R
ZERNRROTAEMITENRFIREFATIERT, KEL LV AREKARHITMERBATER
BE VBB TTHEMNE. RARKE LV RENRREPEN R T MARIBE.

KERWEIERTHEA 20% £ 50% RANARRARTHEFGEREWERIARTEHRDL,
ATHRELVZEMAEEARKAIBEEESHSIHRRBHIN T LURHE . BRIEFILERRA
RHGRFELRE, IAEARIERAREFTEHSIRERBEHN T UKE BRIERTREXSE
FBEESVEMARI, ATRIANRARKEUAEHNEES LB AR,
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X EBRIT

2003 F E 5 H & it R M iF
(BREFBIERRSN, SMBEMNIARTEL T
2 FESIHEN(E)

B £HREE)

(3) 4ShHITE
AITUFEEERMART AIEKAAT,

SNE R H U S H BRYTERIEK, B D W &5 = 4 AT IR s TR K B E XSG b AL A TR
MH = 5 BT E RIC AR T M~ A A9 RIS IR A 2 3R 5 S B A~ R B RYC
RUE, AR,

RAAMETENGENHISMEME T EERA~NHTEZFT AN LR ETRE,
C {T£€mMTIA

TESMIR, SSNCZHER. BHNMNRERERERAMITE SR TR MURAANK(ELRE
RXPHEM), FEBRNASRERENAANMEENTE. 2ANETMRETZRNIIAE
RERABERTESH, HEOTESRTIANARMEANL, NFIAASREAS EELAANEN
., WHIA L ER AR,

)<‘

RECTE SR T ARANGEHMER” mT WATFRFEATESRFNBEERANKRERES—
TNERAEANEHTIA. XERARTTESHTR, SERRMFISETEATERRKAN &
WERIITE,

PHEERTIARNANENZIITARME LA,

AOTEATESH T ARERRITHTEE. SREETTA SR T AR AT ERTIKE EIE
TRHEFINERRE. ERR (EFESITTEN) £39SHE, MEREENAZHMEE LT
EERTARAE, HAARNMENZIHITARMELIA.

PTE SR T ANARMEENE 26 #KEE.

China Development Bank



B X ZRIT

2003 fF E & HF S IT MR MIE
(BRASBIEMSS, WMBEMHARTELT)
2 EEITERN(E)

D W&HFIRHERTA

HEOEF NIRRT S E BAERFTATEESRNFIAN R =M OGERN, SRE~ MR
RIRIBRR S~ TR~ Rk L.

ATERLERETEENSHA S~ NER A GRBERE.
E FIBWAFISZH

St EMEr TR 128 LRI MAE b ER A L ERF RE AT & 4 F R NSRBI T
HEATRARS ., FERACTERERERFIESNEZ@A SUNE. TOAHE.

F FEHWANFIZH

FEBRNE X HAERSRUMNIZPER L L SN, KT 555 E=ZFIRES VR R %
RS . IESATVERELENFEHRRN, X5 TR,

G REMEMHYL

EIEEB M S F KT OIESEDEARTIIESRE . 5I-TSIHRERS HxhmES
THRF TR ASZH BIMIES . IEHE B M SRR E~ ER TR HIRRPHINERE
EETE T, iE5EM . WEMAZ SN EE T BN L, X 5 HAR NIZSLRRF R AT
A,

H ZSHE-
RHUEERIEDFRMESEZM A EMNSERZ AR 2P E N MGBUGHAK S 4 B NS4 £
BT EMIES., RPIHIESHRVIZRANEITE, MEMNTHIRNMARMERITE, FEESXN
MASLUMBIEF T HAE LKA, BiIFERXH MR~ MREHF ST AF BN BREHRF
TTARFUA,
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E R & 1T
2003 4 fF & £ i 3 3 B 5E
(BRFFAERRSN, €TEMNIARTE AT

2 FESITEN &)

PRERERAER TSRO E—ENEZMHZHHIEFHBIMHECER" HBUIMNEE)E
AOAREMIFHENZ S EBHTHIN IFELEERZRRITESMTRANE THMAE
RENFIAAHMER,

| SRR TR RA R

RTEEEERANEHA M TRIE A ARTIRE TR R AR 2518 52 9 R WO & USRS
RN AFRHE SR BIEE T —F IR A R A E S RAA R FRIN . FTRRERK
AR fERARFIA,

AR NFHRE ATEREFUNIEEN RRESRERTHG . LR EINEEERERARN
EAMSEE. GRNER, MERIKY, UERETERA-—ENERILLS . IRFERIIL
BIERUMERAATENERRLE T BE, WNEERERFITRERRYCES IZESNER
ATKNKEMES TR E SN ZH. JREEFH2ENTHRNERE SRETEMNERAM
MIFPLRENESE, RRBAERRRVIOKEMNEERNIE,

RERERN, AHERRBREIRERITRT SN xS TR ] KR B £ 5k BE R R £ R T
SR E T UK (] 6 B P A A9 A R IR BN

FINTEREIR TR, METHERN RRRKESE BT RUZHE. ERERRKEA, i S 27
ARPIHEN RRARKES,

MR ARIERRKAEFE X HASBERESTRD BN, WEHIEFERTORTRRKAES.

China Development Bank



B X IF % R1T
2003 fF E & HF S IT MR MIE
(BRESRLERS, STEMHARTEIT)

2 EESITEREN(8)
| BT CY AR & (52)

RRAWEREERET D BUBET AT MHERB SRR EFIEERBERAS T FAEN TR
RS XETRRARBEEARTRODERKER, FEFEITRREITERERATL
MZFIREFRRHE.

J B’H

FITHIESRA N ARE: FHHIPWESNFH SIS, HRIPIFRERAFEEEHA, &
EREERARRNBAZIHENILS SHEISREIERENTRR, EEETES
REFERAMUBTRIEN R CREMEA T EENILES . EEEEBNIESRARNNFHEH
Nk,
ESRAEEEBRBAAMESBERAEERRNX I AR TYGRITE. FHEIESEREMA
AMEEHI= AANERETZRONJIASREWIARETESE . IF £ ARG MIESH
RANET UEERREZTEXFELNTRR LA SRENMBLERMET . FHEILSEARMN
EEFHm= LR EZRKEREN RIS ENRT EAFTEEIESRAIIRBILENFTE
ENE. ITEESEREAANENONEMHIRE, REBBISRAMBRREESEFNSHIIT.
HEFHEIESHABS LR EREN, HAAMEN RREIENIESFRANRETT A SR,

R BIES R R A R MR R AMNBRIHE R E A&,
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E R & 1T
2003 4 fF & £ i 3 3 B 5E
(BRFFAERRSN, €TEMNIARTE AT

2 FEZITEN )
J BEGE

ARAFNRERE ROSREFZUMILENIESRAEERER TG . LREIIEESRELT
FEMEAMSEE. SRMNER, WIEXRKL, BTMSEERSBURRTIHAYE K XRIS T
WEMIESERAAMERAR R EFHE T, EEMTHAAR., MRFAEZ VAL IE B
FRRATENFRIRALE T RE, WRANSFIRRA & NOIKEEN SR A~ HIASE
FRARNE R RKRASREAIE B 9 ZFTE  MREFEFIIEIRIE AR B SIESR ERIE,
EFIAYEREITAA E N 89 RITIRK RIZ AN 8 H T AR,

119

FHIESRANABEHNASTAFBBAN, BN TESHITARABRA.

UERT RS B EMESRAAER S B TURIA. X5 BRIEATREEIHE ER~HE
Hi, HtARAFIESHUIMEEEEEBIFIAATESRTIRPHZIHZS.

K ElEH™
EER~MUAEEATN, FREEMRRIHTIB RS EESFNFESIT.

B R IBAREEER = RERETUT R ERRAMITIEAERNELE TR FEME
RRERN 5%, AEERTRERAT, FXREERZHMHITIEBERIITMOT .

FEEMERY 30-35 4
NANEE 5-114
AERRIH 54
BHRIRE 6

NEZIREANTRITR.

Annual Report China Development Bank



B X IF % R1T
2003 fF E & HF S IT MR MIE
(BRESRLERS, STEMHARTEIT)

AOTEHREBERERERERME. SEAEASNKEMEBIETTNEENEN, FKE
MEREZEENE. LEEER =A™ ENERESIRKTT AN SR, X EE R = HTEH
FIPRIEER R ERE TR ENITASEIN B,

L ZEMis

ATEREMERERETMATHEAANZEZRMEE, X MRMAERSTHRAMNEL LD
MITANEL A,

RAAILEAEHIN, REEAAIXMHNFREESI M XSSP AL EARE.

F2003FE 12 831 H, RITENEAMBEERD ., KXTREALBEANEETQHRLREHEEE
.

M MERIMEENY

REREXZTHASERNESFNMYRIEERTZAESNAREHNETHE >, BEIE. FX
RRBITRRIARAF IR W FRIA

N E&E

HATEZEFMmMAE TEERHENSF  BETZXSRUESEHLFNERE AT, BN
MRS N T R AT, HIHIERS., AREXHITASHEME LTS,
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E X7 % R1T

2003 & E & F 2 T MR ME
(BRAEBERSS, MBAHARTELT)
2 EEITERERN(EE)

O FERMEITKI

RITH ML H & Xt T BT EMEEMFEREITR . AT A FFERE TR A HE R 2
RSN, RRARTABEMNS . RES—RARTSRTHERE,

RITPrAIBREE £ & AT A SHTEER,

P BEMSH

13 TS H R AR BRI E R H = & 6575 EWKHE (ME = 8] 9 R 8] 14 Z 4K S BTEE R E33%
MRS ETEFH.

MEMZEFERHATRARK RARE. FREBREERFHERENTESH T RNMNE
EffmTEN. ST NRBERKE EBRATMELURFE AN M ER/N BERE~TTT
Hik, GFHERANEELMSIENBERMEZEBCHRICRANGENE, FHEXRAEH
Y, ERARR B EW S SRR T AN G HATIER.

IR LB ABE TR EHRE, THESIM S HENREREAA. & N EER
HAPFSR SR, SERKBEBHRATIIG T RERMNE, BERE =T UFHIA,

Q BARE

BANR SR HAARMA, B USEERUCE] A9 FRIN (B X B9 A A IME) B 5 BRI ZHATK, BE
[RHEHER AT R X LRI B R BN R S8 AN EI BN (8 £ 8 < [B] 19 2R A KPR R A7
BB AR, RESTTA SN EX,

China Development Bank



B X IF % R1T
2003 F E & H#H 2 it MR M
(BRESRLERS, STEMHARTEIT)

2 FEZITEN (5)

R SKUgH

P
i

ZMBERMBLS B A, RTHE LB RBEMLREEFREBUR . R IE R E W51 M BER T
FTEBREEFNARERN, EEXRTHXBRAXETAENIMAARAESHAR T 500 1Z7T.

FEFSURERAEERERAREANEEART REAFENRN ATEAZRTEA RBAE
PUKIBRITREN NS .

T HHEHfE

HENRRIEHTENXZAFIGEIENTREBETHIN XS AEERHRELERTMAET
EHINARARENRERERFATE . GUN N ESAS AT AR H B2 e T /I IN
e, ZXEAEFIAAHE 1.

HERRXESH MBI EPIMMUEE AEEZFARITESBHEFNENRH, Bize
AL O EITEN A MZFIHTES.

U Lei#s

MBI E RO R B ERAERERITHRERNEEARHAT TED .
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E R & 1T
2003 4 fF & £ i 3 3 B 5E
(BRFFAERRSN, €TEMNIARTE AT

3 & kR EE
A fER &R T EAIRRES

ATHETEERINTEAESA T ER IR ATERURTARHRM EEF RIZHFF
FHEERS FFEXLERESE AT KYNEMREN B TRURES TEHKENFE. AT
ATEFRETEARBAHENNRERTEFETRLS . ATORKBERTARHARMER
%, REBRRASMADUBINFZE.,

ATERERRELZEH#TTTEESRIAR S BRETEZHAMEREFRER, AT RKHER
EPREMTTESHM T RNEBAENE AT —RENE At EmMBLRUNLTEERIA.
AT EATHIND RF R DRHEPRE, ATEMIEDRNENERER, U EITIT8E
T i B9 MBS i O #E 978 S A= 6

B SR

ATAARNEANEREXSN T T EZEIHALTEERATERASNNE  HRXHITE
hTREERTIVHHIBER G, FRANKRE EF. RATHERLSERTHERR, T2
FERELETY. ERENARBXMARTLAZFLARTEESBETRNER. X, &
TERERREXNARTL AW SR AR E R,

RTEEZBARIE, FIEMUENMERA . DRITURMEDN B D BT EZEAXEKE.
ATEHEE ERREIRRL, HEEHTKEZ,
ATERBIFHEMRT RN RIREBESF. BRI TRENEER A EEN S AEREE
1. EEHIEREERFEREFEANE. B, REURHRYUEBRGERITZRTEIERX
BRI

ER&iE

ERAXENERENE NIRRT FEBREFIBNAR S JTHRREZEBILER T RN HHENRF

China Development Bank



B X I & R1T
2003 £ B & H 2 MR MiE
(BRESRLERS, STEMHARTEIT)

3 =R B E I (&)
B SRR (£

IE, BRI ER A EBRTENE=TTHNNRXSHAREZM, R TXRESRRAERBNERAR
Be . AR UCBURIE & DURB MR HIZ TR 5 PR B 915 AKURG . (RIEE &K IER P RIS M 8E
FREESHN—EB 2 HEUERL.

SNERIE AR IE N E MEFREBERR. A LRIFERIERETRS . ATFESSTIEHRE
THERXRBESMOBEGRANE. A, BTEXRSBERARENETRRTERAZEET AR
ENERRE ATXFEAZNZAEGERNESHERTEBRBETHERRELET. BT
KHGEARENERNEBES TRAGARE, AT ERKEIHFRETER.

R EFRAERBX D EIRAT

2003
REN &tk % NEN
TE
HERHHEX 607,669 53 478,226 53
h ] SR X ** 284,295 25 228,736 26
b E PSR X > 246,135 22 187,091 21
FAE 1,839 - 2,150 -
Rz IBCFIR 2,313 - 1,655 -

1,142,251 100 897,858 100

* PEREHXESE. bR L7 adt. KR R, BRIk L. BE. T ANERE.
> REREBXEE. . RET. WA, T, HdE. R#k ARAIA.

o hERBHMX A, W' mE. BN, 58 TE. ARG, BRA. mIL EX. =/M.
=R A,



I % 3 % FINANCIAL STATEMENTS

B & IF & R1T
2003 & £ & F & i R M E
(BRAEBERSS, MBAHARTELT)

3 SRR E (&)
B {ERME L)

RREEFRETLIRAT

120125 2003
. RE H bk %

B, #h 340,745 30
& BRIy e 235,192 21
KF, IR RS HEEIE 182,506 16
PRES = Ha 118,302 10
WA 3E 68,892 6
BHEMHEMESEZRRS 42,724 4
amatfieT 40,019 4
Hith 109,719 9
P E 1,839 -
RUF R 2,313 -
1,142,251 100

2002
REN dtt %
B 325,224 36
PESEER 178,271 20
PRER 117,630 13
WE 115,636 13
‘s 42,237 5
Aaakt 35,665 4
%/ 26,288 3
Hith 53,102 6
P E Ak 2,150 -
RUBF 2 1,655 -
897,858 100

Annual Report 2003 China Development Bank



E XK IF %R 1T
2003 F E S H &1tk F M E
(BAFREIASN, MBI ARTEAT)

3 = FX R E I (4)

B SRR (%)

2003
REN gk %

TR
BEARBRGERK 1,089,153 95 870,117 97
MANA SN 31,360 3 8,732 1
FARBIE TR 17,586 2 15,204 2
s E 1,839 - 2,150
R FR 2,313 - 1,655
1,142,251 100 897,858 100
C TiaXE

AEERTHRE. THRRERTHHO—BREEEANFIR EHOTESBTEXH M
OB RE M4, ATHATSHALBMTETARS, MU ENTHRRHREL,
AFTIN Sk 7E o O 2 o R BR A B 2 7 o LR A R 76 5 2 7T C R AR X AR MBS S
T, AFERGTHRERN, SHXFEEIRE, FEERRBLRIFNRIE, MBRFERE
BiL, AITEIGHTHRBAGEN,

D sk

RITHORMBALFSEARTIWS, IMNEERT. BoT., BRMEM/NFSND LS. BE BTN
BHER ATEEHARETEXRT. ATERANARTEXTZ AN CRATEARRBTMR
B, AREFERANER/NGRE.



IH % 3 4% FINANCIAL STATEMENTS

B X I & R1T

2003 £ B & H 2T MR ME
(BRESBLERSS, SHMEMHARTELT)
3 SRR EE &)

D £k (45)

THRLETATERERNIMTCENEHASS, FRTASMAKNKENEETEAIAR

o mEH:
AR E Hfth ait
2003 £ 12 A 31 HLH
B
W& RAFRUE LRI 18,204 5 19 18,228
TR 1,051,480 34,045 35360 1,120,885
BiAfs 103,016 - - 103,016
g 27,531 2,359 - 29,890
", Hitt 8,361 108 507 8,976
BwreEgit 1,208,592 36,517 35,886 1,280,995
ffx:
& R BN F R R I 65,813 1,248 17 67,078
a) E i A fEER 1,019 31,770 17,771 50,560
RiTEE 1,041,648 10,999 2323 1,054,970
fafk, Hfb 6,708 3,723 8,527 18,958
amEit 1,115,188 47,740 28,638 1,191,566
R KNI E L ~HEE 93,404 (11,223) 7,248 89,429
B AE 737,166 14,890 6,163 758,169
2002 4 12 H 31 &%
#"EAIT 984,607 36,709 20,395 1,041,711
At 915,411 33,147 17,752 966,310
E AP = D =t 69,196 3,562 2,643 75,401
B AIE 287,742 21,658 - 309,400

Annual Report 2003 China Development Bank



B X IF % R1T
2003 fF E & HF S IT MR MIE
(BRESRLERS, STEMHARTEIT)

3 ERLXBEE I (4)

E FIZXEE

RITHFRNE ERZ AR SRAMA SR ER T HIRENIRE. BT HHF RS, K
TEOM ZTTREIE N, LT RERD . BEE TR R AT R~ E SR, B ERMEHRXA
FRAREENRAPEARRITUE . RTERAE S E KA XE R G EARRTHEHIF G
BZEVS, —RmE, ERASMHEAENMNERERE. AL, BRINDERFRENETH
ShmfEzih, RTERMANEXEER. B2, FEARBIMIAREERKNLER B RHNT

REFEFEARRTOAE, FRARKRT DUIREAF K TIF 10%,
FmahEmpe

ATAKREFRAFASRERNER, HhEEHER. PN EPEREE MRS, FREK
R BAREEMASERENTTE SR TRANMRER, REHELE, HE B2 2HNFR
HAREZHMEIRE, MRLEEATT, ERNARRENAITRENRSHIR, XTHET
RENASFEREMNRRFBRITHELFANEMEATSOTELURESEKRREKR.

THRINFT A TEF MR GENEAE SN H FRREE A IfREEZARNENZIRA.
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B X IF % R1T
2003 fF E & HF S IT MR MIE
(BRESRLERS, STEMHARTEIT)

3 & R XRGE I (5)
F s ()
RERFMAFHEHEEHN RN AR EE R ATHEBR N EE. T L 5RE

AHENHRMAERER, RORVERFASMAFAENTE LR, RERNLTTES
ReWiE, ERNGEXRTRENNE,

BEBLT, ATHFNAAE=THBERIVTRNERBIEARENSHETRERA S, AR
HERMTARERILAFENREE RSB TROKENESH. AN FSERKE T 8 FLHE
FIEMEFKRET ARERAENERETIHIRERKMLBENAET K.

G EMAFHNEMAGRHARNME

RAANEGITRAER —REANSRERXTZERANSIMER T AT XNEEMELN. &£
I ENAANEGTTET T TTHTTENRE:

(1) RAEREWRTRM. FRELRIT. BYHFRHRI. ZHEME, FBMNE. &AM
Htb# ™. Hfths.

HTUEEREA~REUENIHBESE—FUA, EKEHEREEARNME.

IES R A NARMEUT SRR AEM, MRITEZRBARNTHES, MIMNERBRIESFETA
FEBANESMNBEXTRIYLASRENKILHTHEN. REBRAT A TTERBUEEME
EETEARANE, RANKENMETRTENSE,

B FREX

BT T EMNREAGRONRREFEARRTEENRFIEF B AENRE, HKANER
HARMENEEEI, BEMNRERHN 2 ANENRSREBMIVER T WK A 512

R REAPR BB IMT AR,



IH % 3 4% FINANCIAL STATEMENTS

B X I & R1T
2003 £ B & H 2T MR ME
(BRESBLERSS, SHMEMHARTELT)

3 =R EE(4)
G EMAFMEMAGHLLNMEED)
4) FRfEX

FEEHREMERNAANENRSREWMIUERE WK KD 52 EMERR RERE
WA ITERTRAE,

() EHEMTBERNEITRS

TERBTHRNNERN2ANEUR S REMIVERE  WILE D SiZ BRI T KRR A
BT ERFIE,

RS ARMEUT IR AR, T TERETRRNOGES ERAANENSZEHSF
AR R AR ILEC A SERR Uk s R A BRI &R B PLATE .

2003F R 2002 12831 H, € IAAANESEKENMEFEEZRMNMBIIRET

T E M E NRNME

2003 2002 2003 2002
SRR
BFERERE 1,738 497 1,739 507
W 1,120,885 876,132 1,129,928 884,949
ERERE
R P1EE 65,734 40,005 66,549 40,005
B EER 50,560 44,603 56,227 52,237
E{TESE 1,054,970 860,543 1,059,958 863,794

Annual Report 2003 China Development Bank



E XK IF %R 1T
2003 F E S H &1tk F M E
(BAFREIASN, MBI ARTEAT)

4 F BN &

2003 2002

F BN
FRRITHRIN 202 117
R 56,565 49,245
B 2,250 2,250
Hib 150 56

59,167 51,668
FEZH
B EFRRAEE P FR 387 254
o E A A ERK 2,918 2,658
EiTRE 31,438 29,294
Hith 4

34,747 32,206
BN 24,420 19,462

5 RgFIULAN

2003 2002

FHERR 1,644 1,831

6 HE kA

HthEWRAFEEHARSGNFAENIESETESRTAENARMERHEHAHNBRAART
178 BA7T(2002F . ARM 218 BATT).
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B & IF & R1T
2003 & £ & F & i R M E
(BRAEBERSS, MBAHARTELT)

7 HiEWH

AI#HH 398 309
HERTERRK - 292
THREE 237 192
ERHEER 88 93
riBMME %A 171 105
Z iR #E 58 67
Bl i 4 R BN 2,938 2,441
Hith 409 261

4,299 3,760

8 Frig#t

LEMRBH 4,233 2,506
B IEBR(HE17) 1,022 2,268

5,255 4,774

KRR EB X AR TREBEERTITENBR, B TRERK:

LRI E 18,467 16,693
¥4 88 33% M FR B R R E AT S8 (2002. 33%) 6,094 5,509

GBRBATEHBMNETER
TR A FIAN T B BN TS HL (201) (124)
RRIEAGRET BRA LB HNHNETER (743) (743)
AEAEMSHARNN TR R BEMAREH 105 92
Hith - 40
5,255 4,774
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2003 £ B & H 2 MR MiE
(BRASBIERAS, SMEMAARTEST)

9 MERFMRITRIM

2003 2002

Re - 1
R 16,143 7,353
BRETRERALFNYHEHE1T) 16,143 7,354

FREERRTRAAENE, TRTATEEZE.

10 F iR Ak K I

FE W FR I
BIFETHLEMEENY P (FE 1) 1,892 732
FRE IR 73K 193 181

2,085 913

"N RERAEFNY

EHUERERTUNSRNESENYELE.
2003 2002
Ne BFMRITRIN 16,143 7,354
FE L3RI 1,892 732

18,035 8,086
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B & IF & RAT
2003 & £ & F & i R M E
(BRAEBIERSS, MBAHARTELT)

12 XEEFTFRESHERG

2003 2002

SR

[ad 135 EE-FLH. ARNE 314 ]

TTHESMTIE - ARNE
—SMCIm AL SE 379 547
—FR ik - 92
R 128 8
— R E TR - 33
821 680

SRR

THESMIE - ARNE
— MO AL sE 379 547
- KmE#k 69 92
— R E TR - 33
448 672

13 HHRMBFRRKAESF
BRI =T -

2003 2002
P E e 1,839 2,150
IR 1,138,099 894,053
N Y F B 2,313 1,655
1,142,251 897,858
B BRARBES (21,366) (21,726)
1,120,885 876,132
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13 £ F N 6% 3R I A & (4E)

RRRMOER
FVRE 21,726 27,586
AREIRE / (%5 [2)) 2,164 (1,230)
AEIH (2,583) (4,983)
AREIE 59 353
FRRT 21,366 21,726

14 EEHES

P{0[0K] 2002

K& 100,000 100,000
NWFE, AR ART 665 B HITR002FE. k)EEH 3,016 3,046
103,016 103,046

FRGREATEGELRSEEADUTER FAAT ) AATEREZTHEFHAART 1,000
fZepErmtis. ANERATHARRER. RBEATSEERIFTTHMNL, £ITT199F
12 AEER AT UKERARBEIULAREAS ART 1,000{Z27T; FAASRATEITARA
AR 1,000 Zt B EABRATARASHRN . ZEFHRITF, EFIERHD 2.25%,
RFPARTEEE AT, FEA ST NERSEI R B EIZ 6%,



IH % 3 4% FINANCIAL STATEMENTS

B X I & R1T
2003 £ B & H 2T MR ME
(BRESBLERSS, SHMEMHARTELT)

14 FikfRs(ER)

1999 11 208, KESHEHARIN AR EEA WK H 71,0002 TR RE> AT
KfRE. ARRYEIER',

200047 A 15 8. ZESREARBIN, HEAESHERN TSE5REFEHE .
RIBMBEMERBLS 2B 2001 £10 A8 AL A (X FEARAFLET. BRFLBRITR

WERTFEEATNEKTHETNESH S RN R AR 5B BEHMI(MH (2001) 1525), {514
A BN RIEE WA R FREH.

FRGEN RN S PEHNE RS AART 3118 BAT(002%F. ART2484BAT), H
BT RBER GRS 6 SRR R X AR R AUT A RIS R BH T A~ £ A R HEE S
ARM 665 BAT(R002E. £)FAART2453F AT (20024F. ARM 2484 HATT)., kil
BRI B AART 563 BATT (2002 F. AR S63EATT).

15 &%

2003 2002

FHERR.

mERE, AANME

- LEWX5H - 40

-ELEHRSH 7,395 100

WamMER* EFLHXD 20,757 34,312
28,152 34,452

BEIHRA .

REHRE. LTRSS, BHAK 1,738 497

®’EEIT 29,890 34,949

*EAARBIIHAE, ATEBAEBRASITERERIINL ., REFEHUAE . RITEXHERA IR
O RRA SN WF SRR AN EARDIRE.
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2003 £ B & H 2 MR MiE
(BRESRLERS, STEMHARTEIT)

15 23 (&)
EFERZHEARSEANTRETERFNES THT HENEEBRARBHTER
FRERYS NG GBUFHLERR 380 G IRIMUIE 7 kA £ — E AR A AT AT AR AX
FIXE AR FK.

FETRHIONE R A RRAAMBRREREHES = B TXENBHRAREBNNIES
TH#HTH, BEBANATHRALENDRE—ERNFHRERER M XER N MR ESF M
SEE L ERRZMIEMUTRIE, RESEENAHRANRANE, B, RITAAEARMN
EXEMNEEMAET,

RERARPEREWHERFARM1175FAT(002: ), ZEMMHREIHMSRINMET
MBATTESRTANGNIR XERARTESH T AT EAREREN RA ZAHF
REAME,

RALRFIM TR

FHERE e =EAL GRS ait
FHREM 34,452 497 34,949
ALEIEIN 36,613 1,241 37,854
A4 E (32 5 E ) (42,092) - (42,092)
HERSE 421 - 421
NRMIETD (1,242) - (1,242)
FRRE 28,152 1,738 29,890

FHARARMANA MR ERKEITART 862 HA7T(2002: ART 2391 BAT).

HZE2003F 128 31 H, FHERATMIESFRARAEARLIARBEIIRK,
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B X I & R1T
2003 £ B & H 2 MR ME
(BRESBLERSN, SMEMHARTELT)

16 [ElE &~

2003 2002

BElE & ~RE 2,623 2,070
386 242
139 Kit#IH (386) (242)
#1E 2,237 1,828
TEEIRE 175 211
2,412 2,039
BEER=HERE.

F&EH B

EHY MR

ElE R ~RE

20031 B 1 B&K 1,637 20 262 151 2,070
fin. AL 507 2 46 77 632
W AEHE (70) (1) (6) () (79
20034 12 A 31 B&% 2,074 21 303 205 2,623
ESn !

20031 B 1 HE&HM 86 5 105 46 242
. REITHR 44 5 56 44 149
W REHE (1) - (1) 3) (5)
2003 12 B 31 H&H 129 10 160 87 386
#E

20034 12 A 31 B&% 1,945 1 143 138 2,237
2002 £ 12 B 31 H&% 1,551 15 157 105 1,828
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17 33 ZE %t I

BEBIME NI T -

P{0[0K] 2002

FHREN 4,566 6,834
AR ER 5 (1,022) (2,268)
HAh (Bf5E 23) 64 -
FREH 3,608 4,566

BRI /(52 45R) R I T T B A -

2003 2002

TRRMAE 2,840 3,743
RIS T RUE 1,236 1,330
BEEmREREH S 220 -
EERIFREHREK 413 415
R A % 54 56
LTS T RATHIES (19) @)
RITREFEERA UM EMER (603) (522)
FEW X R E M ER (553) (491)
Hith 20 37

3,608 4,566
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B & IF & R1T
2003 & £ & F & i R M E
(BRAEBERSS, MBAHARTELT)

17 3% & i o1 (4x)

TAFERAE LRI XTI B ZF M -

141 TR 903 2,397
AR T RUE 94 (303)

FIR RN B AR (220) -

HERTEBEMRK 2 (96)

R 2 -

trEem T AATTRE 17 72

RITRETFEBRRA U BN ER 81 79

FER A EMHER 62 111

Hithht g =R 81 8

1,022 2,268

18 Hfth &5 ™

FHETRSFTFEAXIE 1,828 1583
Rz R B AL BRI - 363
Hth 307 858

2135 2,804

19 BEREXK

2003 2002

EHIER 62,205 39,591
EHFER 2,787 411
RIESFK 742 3

65,734 40,005
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2003 F E S H &1tk F M E
(BAFREIASN, MBI ARTEAT)

20 [a) H i 41 44 & =X

2003 2002

BIMRITIERK - XTIE R 39,956 36,303
BRRITER 5,304 4,000
HARI L RITIERK 3,512 2,593
SMNEIBURF &K 1,788 1,359
ExRINCEERRMER - 348

50,560 44,603

21 RiTR=

TR (%) 2003 2002

AR TART S EL 3.31(2002:3.32) 1,041,648 851,296
A% ITINT ERFRE 3.65(2002: F) 4,138 .
R B & 70T SRS 6.92(2002:6.92) 9,184 9,247
1,054,970 860,543

BAEMBEFNE AFERTHEFHTE AERFEIH A BREIZHESOER . MRATERE R
Bl BEFATEBRE R, MR AEEGEHEZARS R, RN RSB RATRE &K,

BAEMBEFMBEREAEREBPTERERFERMAENARTRITHEMBHEFHNERK.
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B X I & R1T
2003 £ B & H 2T MR ME
(BRESBLERSS, SHMEMHARTELT)

it

22 Hith 51

5|

<

2003 2002

RATFI 2 11,759 10,095

E 143 NP3t 4,143 5,574
HAth Rz AR 1,075 1,079

HAth 1,533 1,865

18,510 18,613

2003 2002

FHIRE 49,050 47,449
BRI * 752 1,601
BARNTARAG XK B R A 198 -
FRRE 50,000 49,050

*RTREMBRAARTS001ZIT, £MEMBEZEK . WEBERBIMER BRI @R
THBRAARE, MRBOUBBORENTRME, EEATRRA KRR EM AR ST, WBER
EETRITHZBIBBORE R SEATREANK. BZE2003412 731 BHik, AfTHXKIK
RASREEME AR,

AR T 2003 ENATHSIMARBIAT THE, RTELEEHAART 1345 HTH
AAPREEMAARTOAE T TR RS ERIM(LHET7) T ART 198 B A THEIBR R,
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24 BRRNVE

TRBEWBESTF 2003 £ E B A9t 7R, AfTHR M8 2002 £ A ESITRF R MBS FE 25% Mt
B, DARM T BRAREMNLHE, EVBEMAE BRARETBTHRIUNEES R
BHAA, MAZESETIATRISERENMEH.

RIBA BB, AF7T 2003 £ BT ATHR L& RiESXH AR T 653 B AT EE A%
ERNERRRARE.

T~ 2003 F R FE D BT M AR, B ARfT AR 200 FERRAREMAHE.

25 BEFEWRmEE

RYE 2002 FMEMIME, KTHBEFREARD NIBATEABRRARE,

26 TTEEmTITHE

AFERETRGTESHTE.

EHIER SR TEREERRE—NAITINCHR S, BERTNIEHRS.
EHRAEEHRES—ENSHTIN P — AU SHNRE. Bk RSBIETRFIR LR
3H (130 Bl B F R4 ST FI K)o — F R R (Bl XS m AR TR RS T iR o,
BREASHTG, RTERNEANK EISEX SN FLEBTENSHERLT AT HAEER
BHASNERIBHBERA. AT TR AEAAEMHAANE. BXNMERTHTIEEN
BHEERRE, NMTRASERVSERNT EXBEX SN FEBLARE.

FE + TRREAA R FIZE BRI RS R R TR RN E S XN T S EFI R T ASEE
6T B3 PR i 7E 2R b PR K R BR A AU AT AR = e
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B X I & R1T
2003 £ B & H 2T MR ME
(BRESBLERSS, SHMEMHARTELT)

26 fTETHI A )

BE2003F 12A 31 HIE, ATHEMHMOETZHER. BTHEKRER. MREREFRFT
A63E, XEAEEAE 2014 F 9 B TR HHAZIH.

n 145 RESRTAMNGXEFTUNN—LERHANER ™ NIRRT SR TREHRICRER BEFF—
ERTZIRANAKRASRENATHAANE BA—E 8 RRATTEIEAIE RN ANHER
% PTE SR T RENMES BTSN EMINOCRAK N RML, NTfZE TR E = A4
AR EFH—EEXSTMPTESHMTAT fT£eMTRASRA~S5SMAMMNSMS K
KA KBRS, ATHENTEIRNARMETI AT

ER/AaX . NRMNME

£ & =
2003412 A31H
whmizEiEE 4,281 379 379
rmER 2,594 128 .
TR H i 7,396 - 69
15 BB 2983 621 - 3
TSR TAER™/ EETT 507 448
2002412 A31H
hmiziiEE 9,843 547 547
rmER 3,215 8 -
FIER ETBR 9,932 33 33
TR H i 3,708 92 92
TSR T ER™/ EET 680 672
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20035 B & HFH S ITMERMIE
(BRFFBIEBS, SMBERHARTEHT)

26 THEERMIA &)

ERBEHETHRATHENTESRTANSRHBXETAUE A ANE. XETAGREINCR
FHMNENLTESRM TR, ENRERTNE KR, FESERINCRZ S KB MFR KB,

EFFEIESHEEARMS4R LT (20024 1) /9EHF RE1 A HANAMNF RPN HRAR
PTESRMTAMNEEMGRS (AKHE15) XERARTESM T RESTERAZLFFELEEY
KR, AEITREPREENEERP DB K,

ESHEIESFTEEART21E AT (20024 L) NEFEREAPNNHRARTTEERIA
MMM GRS (WKDES)  REBRARTESRITAESETARAELFRFIL L ABYIRKR  BtE
SURETBENEGRAF O BHEK, EXHUE>. AFPREELRNE.

ERTHRETEHEART 180,000 F5 /A7t (20024F. ARM 40,0005 5 7tT) S HIRATEREIHA
RIS ARN LT E S TENGRS XERARTE SR TAESFERAEZFHIELEED
BR FELESITAEBEARBEENTFERTHBEEX.

KT FRERINCR T RX ZEHE S HMESRINMHTH. ATEEERZ ST 71k
EERNNE RETARKANGRANBXEH, FHE EEAXESE~EKERERXRER
ERRA.
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B X I &% R 1T
20035 F & F = Il R MY iE
(BRAEBIEBSH, SMEMHARTEHT)

27 RIRREEX S

RITSINEA B X 20 77 BURF R S A ER AR A T3 RIBARXR T E R TRATEERTIR
2 K it X PriESE B M ETE it iR B A 1996 B 2996 R A XA E £ . BRiZ LRI UM ERLA
XAMHFEEIN ATEIRERMERNRARS HERMN AR, RTXAHSRAEF T I4E
KN BERERITALSEFER. 205 BAEN T RABRM T AAE2003FHART3, 10075 7T,
#2002 £ AR 2,500 T,
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(BRHAERS, STERHARTEAT)

28 HBEFETRAKIE

PAOK] 2002

ERAEEE.
FFH AR 993 800
FFH S FIE 6,369 1,609
FHBRGTLCE 6 91
ZEMEKIE:
ARREELEHEZIHLSTIIROT.
— R FIER 51 44
—FEERFEERH 44 40

95 84
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PRICEAATERHOUSE(COPERS
r £ k@&

Mailing Address:

18th Floor, Beijing Kerry Centre
1 Guang Hua Lu

Chao Yang District

Beijing 100020

People’s Republic of China
Telephone +86 (10) 65612233
Facsimile +86 (10) 85299000

To the Management of China Development Bank

We have audited the accompanying balance sheet of China Development Bank (the "Bank")
and its subsidiaries as of 31 December 2003 and the related income and cash flow
statements for the year then ended. These financial statements are the responsibility of the
Bank's management. 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 plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion the financial statements present fairly in all material respects the financial
position of the Bank as of 31 December 2003 and the results of its operations and its cash
flows for the year then ended in accordance with International Financial Reporting Standards.

| Neowaterberas Cospers
PricewaterhouseCoopers

1 March 2004

Business is undertaken in the registered name of PricewaterhouseCoopers China Limited, incorporated in Bermuda with Limited Liability.
Registered address is Clarendon House, 2 Church Street, Hamilton, Bermuda.

China Development Bank



CHINA DEVELOPMENT BANK

CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2003

(All amounts expressed in millions of Rmb unless otherwise specified)

Notes 2003 2002
Interest income 4 59,167 51,668
Interest expense 4 (34,747) (32,206)
Net interest income 4 24,420 19,462
Fee and commission income 123 68
Fee and commission expense (7) (13)
Net fees and commission income 116 55
Dividend income 5 1,644 1,831
Losses on investment 15 (821) (2,391)
Other operating income 6 236 266
Operating income 25,595 19,223
Provision for credit losses 13,14 (2,829) 1,230
Other operating expenses 7 (4,299) (3,760)
Profit before tax 18,467 16,693
Income tax expense 8 (5,255) (4,774)
Net profit 13,212 11,919

The following notes form an integral part of these consolidated financial statements.
Governor: Chen Yuan Head of Finance: Shu Jiawei
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CHINA DEVELOPMENT BANK

CONSOLIDATED BALANCE SHEET

AS AT 31 DECEMBER 2003

(All amounts expressed in millions of Rmb unless otherwise specified)

Notes 2003 2002
ASSETS
Cash and balance with the PBOC 9 16,143 7,354
Due from other banks 10 2,085 913
Trading assets 12 821 680
151 Securities purchased under resale agreements - 9,228
Loans, net 13 1,120,885 876,132
Cinda bonds 14 103,016 103,046
Investment securities
- Available-for-sale 15 28,152 34,452
- Held-to-maturity 15 1,738 497
Fixed assets, net 16 2,412 2,039
Deferred tax assets 17 3,608 4,566
Other assets 18 2,135 2,804
TOTAL ASSETS 1,280,995 1,041,711
LIABILITIES AND OWNER'S EQUITY
Liabilities
Deposits from other banks 1,344 1,874
Due to customers 19 65,734 40,005
Borrowings from other institutions 20 50,560 44,603
Trading liabilities 12 448 672
Debt securities in issue 21 1,054,970 860,543
Other liabilities 22 18,510 18,613
Total Liabilities 1,191,566 966,310
Owner's Equity
Paid-in capital 23 50,000 49,050
Capital surplus 23 - 134
Reserves:
Statutory surplus reserve 24 2,702 946
Statutory welfare reserve 24 1,806 703
General surplus reserve 24 653 -
Retained earnings 25 34,268 24,568
Total Owner's Equity 89,429 75,401

TOTAL LIABILITIES AND OWNER'S EQUITY 1,280,995 1,041,711

The following notes form an integral part of these consolidated financial statements.
Governor: Chen Yuan Head of Finance: Shu Jiawei

Annual Report 2003 China Development Bank



leMeI NYS :80uUBUI JO PEaH UBNA Uay)) :Jouisnon
"SJUSWISIR]S [BIOURUI) PaTBPI|OSUOD 8say) Jo Ued [eibajul ue wloj sajou Buimoj|o) 8y L

62168 892've €99 908‘L 20.2 - 000°0S €00¢ Jequiade( |¢ 1e sduejegq
- €99 (€59) ve anlesal snjdins [esausb
0] 8AIBSal Bleyjom AloINtels JO Jajsuel|
- (952'1) 9G/‘L 74 OMIBSal dejjom 0] uoneudoiddy
- (952'1) 96/t e anlasal snjdins o) uoneldoiddy
9 rel) 861 €2 [endeo ui-pred o} xe) palislep
pa1eI00SSe pue snidins [eldeo Jo Jajsuel|
csl cs. €2 uonNQquUIUOD [ende)
cleel  cleel moud 18N

JeaA ayy ul Buisuy

L0V'GL 89G've - €0L 916 vel 0S0‘6t €00z Arenuep |/z200g Jequiedeq L€ e soueleg
- 6L 6L G2 wswisnlpe sbulues paulelay
- (S82) G682 ve aAIBsal alejjam 0} uolendoiddy
- (S82) 682 ve an1asal snidins o) uoneldoiddy
109°L 109} €c uoiNQLIUoD [ende)
616'LL 61611 1oud 1oN

1eak ay1 ul Buisly

188°19  gee'el - 81y [44°] 12 6vv Ly 200z Asenuer | e eoueleg

sBujuieg aniesay omeseYy omesay sniding  |eude)
pauedy sniding aleyspy sniding  jeude)  ul-pred

[eisusy) Aloinels Aioiniels

(PaI1128dS 8SIMIBLI0 SSSJUN qLUY [0 SUOIILL Ul PaSSaJaXa SIUNOLLE J|Y)

€00¢ H39INFD3a € d3dN3 HV3A 3HL HOA

ALIND3 SHANMO NI SAONVHO 40 INJNTLVLS d3LvdlTOSNOD
MNVE LNJINJOTIAIA YNIHO



IH % 3 4% FINANCIAL STATEMENTS

CHINA DEVELOPMENT BANK

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2003

(All amounts expressed in millions of Rmb unless otherwise specified)

Notes 2003 2002
Cash flows from/(used in) operating activities
Profit before tax 18,467 16,693
Adjustments:
Provision for credit losses 13,14 2,829 (1,230)
Provision for doubtful receivables (17) -
153 Provision for investment impairment 1,251 2,252
Gain on sales of investment securities (421) 139
Depreciation and amortisation 157 105
Loss on disposal of fixed assets - 292
Amortisation of premium/discount of debt
securities in issue 1,620 615
Cash dividends received 5 (1,644) (1,831)
Net changes in:
Restricted balance with other banks (12) -
Trading assets (141) -
Securities purchased under resale agreements 9,228 (4,838)
Loans to banks 311 2,447
Loans to customers (235,253) (148,253)
Cinda bonds (635) 700
Other assets 1,142 (2,130)
Trading liabilities (224) -
Deposits from other banks (530) 1,171
Due to customers 25,729 7,927
Other liabilities 1,692 80
Income tax paid (5,664) (5,476)
Net cash used in operating activities (182,115) (131,337)
Cash flows from/(used in) investing activities
Purchases of investment securities (85,959) (389)
Proceeds from redemption of investment securities 28,584 890
Cash dividends received 5 1,644 1,831
Purchases of fixed assets and other assets (508) (519)
Disposal of fixed assets and other assets 74 -
Net cash from investing activities (6,165) 1,813
Cash flows from/(used in) financing activities
Proceeds from borrowed funds and debt securities 561,131 243,936
Repayments of borrowed funds and debt securities (363,547) (114,297)
Proceeds from capital contribution 645 1,601
Net cash from financing activities 198,229 131,240

The following notes form an integral part of these consolidated financial statements.
Governor: Chen Yuan Head of Finance: Shu Jiawei
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CHINA DEVELOPMENT BANK

CONSOLIDATED STATEMENT OF CASH FLOWS (CONT'D)
FOR THE YEAR ENDED 31 DECEMBER 2003

(All amounts expressed in millions of Rmb unless otherwise specified)

Notes 2003 2002

Net increase in cash and cash equivalents 9,949 1,716
Cash and cash equivalents at beginning of year 11 8,086 6,370
Cash and cash equivalents at end of year 11 18,035 8,086
Supplemental disclosures of cash flow information
Interest received 57,757 51,075
Interest paid (30,756) (33,012
Investing and financing activities that do not

involve cash receipts and payments
Increase in equity securities resulting

from debt to equity swap 1,924 2,621
Decrease in equity securities resulting

from converting equity to debt (13,901) -
Capitalisation of interest payable as borrowings (648) (1,764)
In-kind contributions recognised as capital (107) -
Net changes in investing and financing activities that

do not involve cash receipts and payments (12,732) 857

The following notes form an integral part of these consolidated financial statements.
Governor: Chen Yuan Head of Finance: Shu Jiawei
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CHINA DEVELOPMENT BANK
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003
(All amounts expressed in millions of Rmb unless otherwise specified)

1  GENERAL INFORMATION AND PRINCIPAL ACTIVITIES
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's primary purpose is to foster the economic development in China through the
provision of long-term financing of key projects and initiatives supporting the Government's
national economic development plan and industry policies. The Bank's current principal
activities include raising funds to support its lending activities and extending loans in both
Renminbi ("Rmb") and foreign currencies to infrastructure, basic industry and pillar industry
construction projects. 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 foreign commercial banks. At present, the Bank conducts its principal business

activities exclusively in the PRC.
At 31 December 2008, the Bank had 4,224 employees (2002: 3,780).

The Bank has one subsidiary, Sino-Swiss Venture Capital Fund Management Co., Ltd., and
one associate, Sino-Swiss Partnership Fund. The operations of the subsidiary and the

associate are immaterial to the Bank's operation as a whole.
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2 PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these consolidated financial

statements are set out below:
A Basis of presentation

These consolidated financial statements are prepared in accordance with International
Financial Reporting Standards. The consolidated financial statements are prepared under
the historical cost convention as modified by the revaluation of available-for-sale investment

securities, financial assets and financial liabilities held for trading and all derivatives contracts.

The preparation of financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reporting
period. Material estimates that are susceptible to significant change in the near-term include
the determination of fair values of financial instruments and the allowance for loan losses.
Although these estimates are based on management's best knowledge of current events

and actions, actual results ultimately may differ from those estimates.

B Group accounts

(1) Subsidiaries

Subsidiaries, which are those companies and other entities in which the Bank, directly or

indirectly, has power to govern the financial and operating policies, are consolidated.

The existence and effect of potential voting rights that are presently exercisable or presently

convertible are considered when assessing whether the Bank controls another entity.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

B Group accounts (cont’d)
(1) Subsidiaries (cont'd)

Subsidiaries are consolidated from the date on which control is transferred to the Bank and
are no longer consolidated from the date that control ceases. The purchase method of
accounting is used to account for the acquisition of subsidiaries. Intercompany transactions,
palances and unrealised gains on transactions between the Bank and its subsidiaries are
eliminated; unrealised losses are also eliminated unless cost cannot be recovered. Where
necessary, accounting policies of subsidiaries have been changed to ensure consistency

with the policies adopted by the Bank.
(2) Associates

Investments in associates are accounted for by the equity method of accounting. Under this
method, the Bank's share of the post-acquisition profits or losses of associates is recognised
in the income statement, and its share of post-acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition movements are adjusted against the cost of the

investment.

Associates are entities over which the Bank has between 20% and 50% of the voting rights,
or over which the Bank has significant influence, but which it does not control. Unrealised
gains on transactions between the Bank and its associates are eliminated to the extent of the
Bank's interest in the associates; unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred. When the Bank's share of losses
in an associate equals or exceeds its interest in the associate, the Bank does not recognise
further losses unless the Bank has incurred obligations or made payments on behalf of the

associate.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

B Group accounts (cont’d)

(3) Foreign currency translation
The Bank's reporting currency is Renminbi ("Rmb"), the lawful currency of the PRC.

Foreign currency transactions are translated into Rmb at the exchange rates prevailing on
the date of the transactions. Gains and losses resulting from settlements of such transactions
and from the translations of monetary assets and liabilities denominated in foreign currencies
are recognised in the income statement at the exchange rates prevailing on settlement date

and the balance sheet date, respectively.

Translation differences on debt securities and other monetary financial assets measured at

fair value are included in foreign exchange gains and losses.
C Derivative financial instruments

Derivative financial instruments including foreign currency forwards, foreign currency and
interest rate swaps are initially recognised in the balance sheet at cost (including transaction
costs) and subsequently are re-measured at their fair values. Fair values are obtained from
quoted market prices and discounted cash flow models as appropriate. All derivatives are

carried as assets when fair value is positive and as liabilities when fair value is negative.

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 risks and characteristics are

not closely related to those of the host contract.

Changes in the fair value of derivatives are included in other operating income.



I %% #E & FINANCIAL STATEMENTS

159

Annual Report

CHINA DEVELOPMENT BANK

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

(All amounts expressed in millions of Rmb unless otherwise specified)

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

C Derivative financial instruments (cont’d)

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 reported as other operating income. The Bank has no derivative positions

that are accounted for as hedges.
The fair values of derivative instruments are disclosed in Note 26.
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 set off the recognised amounts and there is an

intention to settle on a net basis, or realise the asset and settle the liability simultaneously.
At year end, the Bank has not offset any major financial assets and liabilities.

E Interestincome and expenses

Interest income and expenses are recognised in the income statement for all interest bearing
instruments on an accrual basis using the effective yield method based on the actual purchase
price. Interest income includes coupons earned on fixed income investment securities and

accrued discount and premium on discounted instruments.
F Fee and commission income

Fees and commissions are recognised on an accrual basis when the related service has
been provided. Commission and fees 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.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

G Resale and repurchase agreements

Securities sold subject to linked repurchase agreements ('repos") are retained in the accounts
as investment securities and the related liability is recorded as securities sold under repurchase
agreements. Securities purchased under agreements to resell (‘resales") are recognised in
the balance sheet as an advance to the counter-party. The difference between sale and
repurchase price is treated as interest and accrued over the life of the agreement using the

effective yield method.
H Trading assets

Trading assets include derivatives and trading securities which were either acquired for
generating a profit from short-term fluctuations in price or dealer's margin, or are securities
included in a portfolio in which a pattern of short-term profit taking exists. Trading securities
are initially recognised at cost and subsequently re-measured based on quoted bid prices.
All related realised and unrealised gains or losses are included in other operating income.
Interest earned whilst holding trading securities is reported as interest income. Dividends

received are included in dividend income.

All purchases and sales of trading securities that require delivery with the time frame established
by regulation or market convention (regular way' purchases and sales) are recognised at
trade date, which is the date that the Bank commits to purchase or sell the asset. Otherwise
such transactions are treated as derivatives until settlement occurs. Transaction costs are

recognised as other expense when incurred.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

I Loans and provisions for impaired loans

Loans to customers, banks and other financial institutions are reported on the balance sheet at
amortised cost, net of provision for impairment. Loans to banks and other financial institutions
include placements with banks and other financial institutions that have a term more than one

year. All loans and advances are recognised when cash is advanced to borrowers.

The Bank assesses at each balance sheet date whether there is any objective evidence that
a loan is impaired. Objective evidence may include significant financial difficulty of the
borrower, a breach of contract such as default or delinquency, and granting concessions to
a borrower. [f there is objective evidence the impairment loss on a loan carried at amortised
cost has been incurred, a provision for loan impairment is established for each impaired
loan. The amount of the provision is the difference between the carrying amount and the
recoverable amount, being the present value of expected cash flows, including amounts
recoverable from guarantees and collateral, discounted at the original effective interest rates

of the impaired loans.

Upon impairment, the accrual of interest income based on the original terms of the loan is
discontinued, and the accrual of interest on the recoverable amount of the loan is thereafter
recognised based on the rate of interest that was used to discount the future cash flows for

the purpose of measuring the recoverable amount.

When a loan is uncollectible, it is written off against the related provision for loan losses;

subsequent recoveries are credited to the provision for loan losses in the income statement.

If the amount of the impairment subsequently decreases due to an event occurring after the

write-down, the release of the provision is credited to provision for loan losses.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

| Loans and provisions for impaired loans (cont’d)

The provision for loan impairment also covers unidentified losses where there is objective
evidence that a loss has been incurred in the loan portfolio at the balance sheet date. These
losses have been estimated based upon historical experience of losses and reflecting the

current economic climate in which the borrowers operate.
J Investment securities

The Bank classifies its investment securities into the following two categories: held-to-maturity
and available-for-sale securities. Investment securities with fixed maturity where management
has both the intent and the ability to hold to maturity are classified as held-to-maturity.
Investment securities 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
are classified as available-for-sale. Management determines the appropriate classification

of its investments at the time of the purchase.

Investment securities are initially recorded at cost, plus the related transaction costs directly
attributable to their acquisition. Available-for-sale investments are subsequently re-measured
based on quoted bid prices or amounts derived from cash flow models. Fair values for
unlisted equity securities are estimated using applicable price/earnings or price/cash flow
ratios refined to reflect the specific circumstances of the issuer. Unrealised gains and losses
arising from changes in the fair value of investments classified as available-for-sale are
recognised in equity net of income tax effect. Equity securities for which fair values cannot
be measured reliably are recognised at cost less impairment. When the securities are disposed
of or impaired, the related accumulated fair value adjustments are included in the income

statement as gains and losses from investment securities.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)
J Investment securities (cont’d)
Held-to-maturity securities are carried at amortised cost using the effective yield method,

less any provision for impairment.

The Bank assesses at each balance sheet date whether there is any objective evidence that
an investment security is impaired. Objective evidence may include significant financial
difficulty of the issuer, a breach of contract such as default or delinquency, disappearance of
an active market because of financial difficulties and for equity securities a significant or
prolonged decline in the fair value of the equity below its cost. If there is objective evidence
the impairment loss on held to maturity investments carried at amortised cost has been
incurred, 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 discounted at the financial
asset's original effective interest rates. If there is objective evidence that an available for sale
investment is impaired, the cumulative loss that has been recognised directly in equity shall

be removed from equity and recognised in profit or loss.

Interest earned whilst holding investment securities is reported as interest income. Dividend

receivables are included separately in dividend income when a dividend is declared.

All regular way purchases and sales of investment securities are recognised at trade date,
which is the date that the Bank commits to purchase or sell the asset. All other purchases
and sales of investment securities are recognised as derivative forward transactions until

settlement.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

K Fixed assets

All fixed assets are stated at historical cost less accumulated depreciation and impairment.

Depreciation is calculated using the straight-line method to write down the cost of such assets
to their residual values which are estimated at 5 percent for buildings and 0 percent for others

of the cost over their estimated useful lives as follows:

Buildings 30 - 35 years
Office equipment 5-11 years
Leasehold improvements 5 years
Motor vehicles 6 years

No depreciation is provided against construction in progress.

Fixed assets are periodically reviewed for impairment. Where the carrying amount of an
asset is greater than its estimated recoverable amount, it is written down immediately to its
recoverable amount. Gains and losses on disposal of fixed assets are determined by reference
to their carrying amount and are taken into account in determining operating profit. Repairs
and renewals are charged to the income statement when the expenditure is incurred.

L Operating leases

The Bank entered into various operating lease agreements to rent its head office and branches'
office and facilities. The total payments made under operating leases are charged to the

income statement on a straight-line basis over the period of the lease.



I %% #E & FINANCIAL STATEMENTS

165

Annual Report

CHINA DEVELOPMENT BANK
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003
(All amounts expressed in millions of Rmb unless otherwise specified)

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

L Operating leases (cont’d)

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 in 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 the 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 balances

with the PBOC, and amounts due from other banks.
N Provisions

Provisions are recognised when the Bank has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate of the amount of the obligation

can be made. Such provisions are charged to other operating expenses.
O Employee benefits

The Bank participates in a number of defined contribution plans administered and regulated
by local governments throughout the country. Once the related contributions have been
made, the Bank has no further obligations and liabilities to retired employees. The pension

plans are generally funded by payments from employees and by the Bank.

The Bank's contributions to these pension plans are charged to the income statement in the

period to which they relate.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

P Deferred income taxes

Deferred income tax is provided in full, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the accounts. Currently enacted

tax rate of 33% at balance sheet date is used in the determination of deferred income tax.

The principal temporary differences arise from provision for impaired loans, investment
securities, doubtful receivables and revaluation of available-for-sale investment securities
and financial derivatives. Deferred tax assets are recognised to the extent that 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 investment
securities is charged or credited directly to equity, and is subsequently recognised in the
income statement together with the deferred gain or loss when the related investments are

sold.

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 arise. 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 which these losses can be utilised against.

Q Borrowed funds

Borrowings are recognised initially at the actual proceeds received (fair value of consideration
received), net of transaction costs incurred. Borrowings are subsequently stated at amortised

cost and any difference between net proceeds and the redemption value is recognised in the

income statement over the period of the borrowings using the effective yield method.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

R Paid-in capital

As approved by the MOF and the Chinese tax authority, business tax paid by the Bank is
subsequently refunded to the Bank in full. In accordance with instructions from the MOF,
such financial subsidy is recognised as a capital contribution in the year when the refund
occurs, and such special tax refund policy would be terminated once the paid-in capital

reaches the registered capital of Rmb50 billion.
S Fiduciary activities

Assets and income arising thereon together with related undertakings to return such assets
to customers are excluded from these consolidated financial statements where the Bank

acts in a fiduciary capacity such as nominee, trustee or agent.
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 but is disclosed in the notes to the consolidated financial
statements. When a change in the probability of an outflow occurs so that outflow is 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.
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3 FINANCIAL RISK MANAGEMENT

A Strategy in using financial instruments

By its nature the Bank is engaged in the extensive use of financial instruments. The Bank
raises funds primarily by issuance of debts at both fixed and floating rates and for various
periods and seeks to earn above average interest margins by investing these funds in long-
term infrastructure project lending. While operating in China under the interest rate scheme
regulated by the People's Bank of China (the "PBOC"), the Bank seeks to increase these

margins by issuing long-term bonds with different maturities and reducing the cost of fund as

much as possible.

The Bank engages in derivatives transactions, which include currency forwards and swaps
and interest rate swaps 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 to provide effective controls on the Bank's potential risk exposures in

the related areas.
B Credit risk

The Bank takes on exposure to credit risk which is the risk that a counter-party will be unable
to pay amounts in full when due. Credit risk is increased when counter parties are concentrated
in the same industries or geographical regions. The Bank's lending activities are undertaken
entirely within China and concentrated in seven targeted industries. Different areas in China
and different industries have their own unique characteristics in economic development,

therefore, could present different credit risks.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)
B Credit risk (cont’d)

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 level. Such

risks are monitored on a regular basis and subject to an annual review.

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 collateral 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 assurances 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. 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 creditability 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
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3 FINANCIAL RISK MANAGEMENT (CONT’D)
B Credit risk (cont’d)

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 specific credit standards. 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.

Geographic sector risk concentration for loans and advances to customers

Loans to customers

Eastern China * 607,669 53 478,226 53
Central China ** 284,295 25 228,736 26
Western China *** 246,135 22 187,091 21
Loans to banks 1,839 - 2,150 -
Accrued interest receivable 2,313 - 1,655 -
1,142,251 100 897,858 100

* 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, Chongging, Guizhou, Yunnan and Guangxi.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

B Creditrisk (cont’d)

The economic sector risk concentration for loans and advances to customers based

on the Bank's industry classification

171

Loans to customers
Electric power and heating
Road transportation
Water conservancy, environment protection
and public utilities management
Railway transportation
Urban public communications
Telecommunication and other information transmission service
Petroleum, petrochemical and chemical industry
Other
Loans to banks
Accrued interest receivable

Loans to customers
Power
Road construction
Railway
Urban infrastructure
Communication
Petroleum and petrochemical
Coal mining
Other

Loans to banks

Accrued interest receivable

Annual Report 2003 China Development Bank

2003
Amount %
340,745 30
235,192 21
182,506 16
118,302 10
68,892 6
42,724 4
40,019 4
109,719 9
1,839 -
2,313 -
1,142,251 100

2002
Amount %
325,224 36
178,271 20
117,630 13
115,636 13
42,237 5
35,665 4
26,288 3
53,102 6
2,150 -
1,655 -
897,858 100
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

B Creditrisk (cont’d)
Loans and advances to customers by purpose

2003

Amount % Amount

Loans to customers

Infrastructure loans 1,089,153 95 870,117 97
Working capital loans 31,360 3 8,732 1
Technological renovation loans 17,586 2 15,204 2
Loans to banks 1,839 - 2,150 -
Accured interest receivable 2,313 - 1,655 -
1,142,251 100 897,858 100

C Market risk

The Bank takes on exposure in market risk. Market risk arises from open positions in interest
rate products, currency products and derivative financial instrument transactions, which are
exposed to general and specific market movements. The Bank does not have significant
involvement in derivative financial instrument transactions. The Bank believes that its exposure
to market risk is not significant in light of the regulated interest rate environment in the PRC
and the Government's current policy of maintaining a stable exchange rate between the Rmb
and United State dollars ("USD"). There can be no assurance that these conditions will continue

in the future. If these conditions change, the Bank's exposure to market risk could increase.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

D Currency risk

The Bank conducts the majority of its businesses in Rmb, with certain foreign currency
transactions in USD, Euros ("EURQ"), Japanese Yen ("JPY") and to a much lesser extent,
other currencies. Through foreign currency swaps, the Bank maintains its foreign currency
risk in USD only. The exchange rate between Rmb to USD is set by the PBOC. In recent

years, the PBOC has maintained the exchange rate with USD in a very narrow band.

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.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

D Currency risk (cont’d)

As at 31 December 2003
Assets:

Cash and balances with banks
Loans

Cinda bonds

Investment securities

Others

Total assets

Liabilities:

Due to other banks and customers 65,813

Borrowings from other institutions
Debt securities in issue

Others

Total liabilities

Net on balance sheet position
Credit commitments

As at 31 December 2002

Total assets
Total liabilities

Net on balance sheet position

Credit commitments

Other
RMB USD currencies Total
18,204 5 19 18,228
1,051,480 34,045 35,360 1,120,885
103,016 - - 103,016
27,531 2,359 - 29,890
8,361 108 507 8,976
1,208,592 36,517 35,886 1,280,995
1,248 17 67,078
1,019 31,770 17,771 50,560
1,041,648 10,999 2,323 1,054,970
6,708 3,723 8,527 18,958
1,115,188 47,740 28,638 1,191,566
93,404 (11,223) 7,248 89,429
737,166 14,890 6,163 758,169
984,607 36,709 20,395 1,041,711
915,411 33,147 17,752 966,310
69,196 3,562 2,643 75,401
287,742 21,658 - 309,400
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3 FINANCIAL RISK MANAGEMENT (CONT’D)
E Interest rate risk

The Bank takes on exposure to the effects of fluctuations in the prevailing levels of market
interest rates on its financial position and cash flows. Interest margins may increase as a
result of such changes but may reduce or create losses in the event that unexpected
movements arise. Currently, 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.

According to the PBOC regulations the floor for loan interest rate can be set at 10% below the

stipulated rates.

F Liquidity risk

The Bank is exposed to daily calls on its available cash resources from current accounts,
maturing deposits and debt securities in issue, loan draw downs, guarantees and other calls
on cash settled derivatives. The Bank does not maintain cash resources to meet all of these
needs as experience shows that a minimum level of reinvestment of maturing funds can be
predicted with a high level of certainty. The 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.

The table below analyses the assets and liabilities of the Bank into relevant maturity groupings

based on the remaining period at the balance sheet date to the contractual maturity date.

China Development Bank
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FOR THE YEAR ENDED 31 DECEMBER 2003
(All amounts expressed in millions of Rmb unless otherwise specified)

3 FINANCIAL RISK MANAGEMENT (CONT’D)
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 unusual 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.

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 many of these commitments will expire or terminate without being funded.
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. 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.

(1) Cash and balance with the PBOC, Amounts due from other banks, Deposits from other

banks, Resale agreements, Interest receivables and payables, 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.

China Development Bank
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

G Fair value of financial assets and liabilities (cont’d)

(2) Investment securities

The fair value of securities is based on quoted market price, if available. If a quoted market
price is not available, fair value is estimated using applicable 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.
(3) 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.
(4) Due to customers

The fair value of fixed maturity certificates of deposit is estimated using a discounted cash

flow analysis utilising the rates currently offered for deposits of similar remaining maturities.
(5) Borrowings from other institutions and debt securities

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 aggregated 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.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

G Fair value of financial assets and liabilities (cont’d)
(5) Borrowings from other institutions and debt securities(cont’d)

The estimated fair values of the Bank's financial instruments, of which the respective carrying

179 values are different, at 31 December 2003 and 2002 are summarised as follows:
Carrying Value Fair Value

2003 2002 2003 2002

Financial assets

Held-to-maturity securities 1,738 497 1,739 507

Loans 1,120,885 876,132 1,129,928 884,949

Financial liabilities

Due to customers 65,734 40,005 66,549 40,005

Borrowings from other institutions 50,560 44,603 56,227 52,237

Debt securities in issue 1,054,970 860,543 1,059,958 863,794

4 NET INTEREST INCOME

2003 2002

Interest income

Balances with the PBOC 202 117
Loans to customers 56,565 49,245
Cinda bonds 2,250 2,250
Others 150 56
59,167 51,668
Interest expenses
Due to customers and banks 387 254
Borrowings from other institutions 2,918 2,658
Debt securities in issue 31,438 29,294
Others 4 _
34,747 32,206
Net interest income 24,420 19,462
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5 DIVIDEND INCOME

2003 2002

Available-for-sale securities 1,644 1,831

6 OTHER OPERATING INCOME

Included in other operating income is the gain on changes in fair value of derivatives and

trading securities of Rmb178 million (2002: Rmb218 million).

7 OTHER OPERATING EXPENSES

2003 2002

Staff costs 398 309
Loss on sale of staff residential quarters - 292
Administration expenses 237 192
Occupancy 88 93
Depreciation and amortisation 171 105
Travel expenses 58 67
Business tax and surcharges 2,938 2,441
Others 409 261

4,299 3,760




I % 3 % FINANCIAL STATEMENTS

e 181

CHINA DEVELOPMENT BANK

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

(All amounts expressed in millions of Rmb unless otherwise specified)

8 INCOME TAX EXPENSE

2003 2002
Current tax 4,233 2,506
Deferred tax (Note 17) 1,022 2,268
5,255 4,774

The actual income tax expense differs from the statutory income tax for the following reasons:

2003 2002
Profit before tax 18,467 16,693
Tax calculated at a rate of 33% (2002:33%) 6,094 5,509

Income not subject to tax:

- Tax free dividend income (201) (124)

- Tax free interest income on Cinda bonds (743) (743)
Non-deductible salary and other expenses 105 92
Others - 40
5,255 4,774

9 CASH AND BALANCE WITH THE PBOC

2003 2002

Cash on hand - 1
Balance with the PBOC 16,143 7,353
Included in cash and cash equivalents (Note11) 16,143 7,354

Balance with the PBOC is all available for use in the Bank's day to day operations.
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10 DUE FROM OTHER BANKS

2003 2002

Placement with other banks

Included in cash equivalents (Note 11) 1,892 732
Restricted balances with other banks 193 181
2,085 913

11  CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the Cash Flow Statement consists of the following:

2003 2002

Cash and balance with the PBOC 16,143 7,354
Due from other banks 1,892 732
18,035 8,086

12 TRADING ASSETS & LIABILITIES

2003 2002

Trading assets:

Government bonds - unlisted at fair value 314 -
Derivatives - at fair value
- Foreign currency forwards 379 547
- Interest rate swaps - 92
- Currency swaps 128 8
- Collars - 33

821 680
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12 TRADING ASSETS & LIABILITIES (CONT’D)

2003 2002

Trading liabilities:

Derivatives - at fair value

- Foreign currency forwards 379 547
- Interest rate swaps 69 92
- Collars - 33

448 672

13 LOANS AND PROVISION FOR IMPAIRED LOANS

The composition of loans is as follows:

2003 2002

Loans to banks 1,839 2,150
Loans to customers 1,138,099 894,053
Accrued interest receivable 2,313 1,655
1,142,251 897,858

Less: Provision for impaired loans (21,366) (21,726)
1,120,885 876,132

Movement of provision for impaired loans:

At 1 January 21,726 27,586
Provision for the year / (Provision written back) 2,164 (1,230)
Write-offs (2,583) (4,983)
Recoveries 59 353
At 31 December 21,366 21,726
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14 CINDA BONDS

2003 2002

Principal 100,000 100,000
Accrued interest receivable, net of provision of

Rmb665 million (2002: Nil) 3,016 3,046
Total 103,016 103,046

The Cinda bonds are 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 Rmb100
billion were transferred to Cinda in December 1999. In exchange for the transfer of the non-
performing loans, Cinda issued the Bank 10-year bonds with principal amount of Rmb 100
billion and an interest rate of 2.25% per annum. Among other things, Cinda can redeem the

bonds prior to its stated maturity.

On 20 September 1999, the State Council mandated that the Cinda bonds are guaranteed

as to the payment of principal by the MOF.

On 15 July 2000 the State Council mandated that the interest income from the Cinda bonds

cannot be distributed.

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.
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14 CINDA BONDS (CONT’D)

Included in the accrued interest receivable are overdue interest of Rmb3,118 million (2002:
Rmb2,484 million). A provision of Rmb665 million (2002: Nil), computed based on the present
value of expected cash flows from collection of interest discounted at the original effective
185 rate of the Cinda bonds, was set aside resulting in a net carrying amount of Rmb2,453 million

(2002: Rmb2,484 million). The remaining current portion of accrued interest amounted to

Rmb563 million (2002: Rmb563 million).

15 INVESTMENT SECURITIES

2003 2002

Available-for-sale securities
Debt securities, at fair value

- Listed - 40
- Unlisted 7,395 100
Equity securities*, unlisted 20,757 34,312
28,152 34,452

Held-to-maturity securities
Debt securities - unlisted, at cost 1,738 497
Total investment securities 29,890 34,949

*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 agreements, the
Bank converts all or part of loan principals outstanding together with interest receivables as

DES investment in the borrowers.
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15 INVESTMENT SECURITIES (CONT’D)

These DES transactions were directed by the Chinese Government as a way to help the
borrowers restructure their financial positions. Certain of the agreements between the Bank
and borrowers require, subject to Government approval, the borrowers to repurchase the

related equity securities from the Bank within a specified period of time.

Unlisted equity securities are carried at cost less any provision for impairment. These securities
were received in connection with the above mentioned Government directed DES transactions.
In this regard, the Government retained certain rights and imposed certain restrictions related
to the sale of these securities. The scope of these rights and restrictions is broad, and it is
not possible to predict how the Government will exert its control in this regard, which will
affect the value of these securities. Accordingly, the Bank is unable to reliably measure their

fair value.

Included in debt securities are structured bonds of Rmb1,175 million (2002: Nil), issued by
other financial institutions with embedded derivatives, comprising mainly credit default options,

prepayment call options and interest rate options.
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15 INVESTMENT SECURITIES (CONT’D)

The movements in investment securities are summarised as follows:

Available- Held-
for-sale to-maturity Total

0187 At 1 January 2003 34,452 497 34,949

Additions 36,613 1,241 37,854

Disposals (sale and redemption) (42,092) - (42,092)

Gain on disposal** 421 - 421

Impairment in value** (1,242) - (1,242)

At 31 December 2003 28,152 1,738 29,890

**Loss on equity securities charged to the income statement amounted to Rmb862 million

(2002: Rmb2,391 million).

At 31 December 2003, there were no gross unrealised gains or losses related to the debt

securities classified as available for sale.

16 FIXED ASSETS

2003 2002

Cost 2,623 2,070
Accumulated depreciation (386) (242)
Net book value 2,237 1,828
Construction in progress 175 211

2,412 2,039
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17 DEFERRED INCOME TAX (CONT’D)

Deferred income tax assets/(liabilities) are attributable to the following items:

2003 2002

.2 189 Provision for impaired loans 2,840 3,743
Provision for equity securities impairment 1,236 1,330
Provision foraccrued interest for Cinda bonds 220 -
Loss on disposal of staff quarters 413 415
Provision for doubtful receivables 54 56
Gain on derivatives marked-to-market (19) 2)
Temporary difference in capitalisation of transaction

cost on issuance of bonds (603) (522)
Temporary difference in net interest income (553) (491)
Others 20 37

3,608 4,566

The deferred tax charge in the income statement comprises the following temporary differences:

2003 2002

Provision for impaired loans 903 2,397
Provision for equity securities impairment 94 (303)
Provision for accrued interest for Cinda bonds (220) -
Loss on disposal of staff quarters 2 (96)
Provision for doubtful receivables 2 -
Gain on derivatives marked-to-market 17 72

Temporary difference in capitalisation of transaction

cost on issuance of bonds 81 79
Temporary difference in net interest income 62 111
Other temporary differences 81 8

1,022 2,268
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18 OTHER ASSETS

2003 2002
Deferred transaction costs for debt securities in issue 1,828 1,583
Receivables arising from disposal of equity securities - 363
Others 307 858
2,135 2,804

19 DUE TO CUSTOMERS

2003 2002

Current accounts 62,205 39,591
Time deposits 2,787 411
Guarantee deposits 742 3
65,734 40,005

20 BORROWINGS FROM OTHER INSTITUTIONS

2003 2002
Borrowings from foreign banks - import credit 39,956 36,303
Borrowings from domestic banks 5,304 4,000
Other borrowings from foreign commercial banks 3,512 2,593
Borrowings from foreign governments 1,788 1,359

Borrowings from State Administration

of Foreign Exchange - 348

50,560 44,603
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21 DEBT SECURITIES IN ISSUE

Average
interest rate (%) 2003 2002
Rmb Financial Bonds issued

191 in domestic market 3.31(2002:3.32) 1,041,648 851,296

Foreign currency bonds issued
in domestic market 3.65(2002:Nil) 4,138 -

Foreign currency bonds issued
in international market 6.92(2002:6.92) 9,184 9,247

1,054,970 860,543

Certain Financial Bonds have provisions which allow the Bank or the bond holders to redeem
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. All foreign currency

bonds are not subject to redemption options prior to their stated maturities.

Certain Financial Bonds have provisions which allow the bond holders to convert their original

bonds to the specified reference bonds issued by the Bank at pre-determined dates.

22 OTHER LIABILITIES

2003 2002

Accrued interest expenses 11,759 10,095
Income tax payable 4,143 5574
Other payables 1,075 1,079
Others 1,533 1,865

18,510 18,613
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23 PAID-IN CAPITAL

2003 2002

At 1 January 49,050 47,449
Capital contribution* 752 1,601
Transfer of capital surplus and associated deferred

tax to paid-in capital** 198 -
At 31 December 50,000 49,050

*The registered capital of the Bank is Rmb50 billion, all of which is required to be contributed
by the MOF. The majority of the registered capital has been contributed through budgetary
programs established by the MOF. The remaining amount has been made through financial
subsidy in the form of business tax refunds. The MOF has directed the Banks to treat these
funds as contributed capital. As of 31 December 2003, the registered capital has been

contributed by the MOF in full.

** Upon the approval by the MOF in 2003, the Bank transferred the capital surplus of Rmb134
million and the associated deferred tax effect of Rmb64 million (see Note 17) totaling Rmb198

million to paid-in capital.

24 SURPLUS AND WELFARE RESERVES

Upon the approval by the MOF in 2003, the Bank allocated 25% of its profit after tax to a
surplus reserve and a welfare reserve, in each case, based on its statutory financial statements
for the year ended 31 December 2002. Once approved by the MOF, the surplus reserve can

be used to fund operating losses or transferred to registered capital, whereas the welfare
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24 SURPLUS AND WELFARE RESERVES (CONT’D)

reserve can only be used for certain expenditures related to employee welfare.

Upon the approval by the MOF, the Bank transferred from statutory welfare reserve to general
surplus reserve in the amount of Rmb653 million for the expenditures related to employee

welfare during 20083.

No profit appropriation to these reserves for the year ended 31 December 2003 has been

made as the profit appropriation plan is pending approval by the MOF.

25 RETAINED EARNINGS ADJUSTMENT

According to the MOF's approval in 2002, the surplus and welfare reserves were believed to
be under-appropriated by Rmb119 million during the previous years and the Bank was

instructed to transfer this amount from retained earnings to surplus and welfare reserves.

26 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 counter-parties fail to perform
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26 DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D)

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 counter-parties using the same techniques as for its

lending activities.

Collars are combinations of interest rate caps and floors to specify a range in which interest
rates will fluctuate. The effect of the combination is to confine interest rate payments to a

range bounded by the strike price of the cap and floor options.

At 31 December 2003, the Bank had a total of 63 foreign currency forward contracts, currency
swap contracts and interest rate swap contracts outstanding. These contracts will become

due at various dates through September 2014.

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 fluctuates significantly from time to time. The fair values of derivative

instruments held are set out in the following table.
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26 DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D)

Contract/notional
amount Fair values

Assets Liabilities

195 As at 31 December 2003
Currency forwards 4,281 379 379
Currency swaps 2,594 128 -
Interest rate swaps 7,396 - 69
Credit default options 621 - -
Total derivative assets/liabilities 507 448

As at 31 December 2002

Currency forwards 9,843 547 547
Currency swaps 3,215 8 -
Collars 9,932 33 33
Interest rate swaps 3,708 92 92
Total derivative assets/liabilities 680 672

The previous table 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, comprising foreign exchange and interest rate derivatives allow the Bank

and its customers to transfer, modify or reduce their foreign exchange and interest rate risks.

Included in held-to-maturity investment securities are structured bonds of Rmb 554 million
(2002: nil), which are debt instruments with embedded prepayment call options and interest
rate options (see Note 15). The economic characteristics of these embedded derivatives are
closely related to the host contracts' economic characteristics and are not separated from

the host contracts for accounting purpose.

Annual Report 2003 China Development Bank



CHINA DEVELOPMENT BANK

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003
(AllamountsexpressedinmillionsofRmbunlessotherwisespecified)

26 DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D)

Included in available-for-sale securities are structured bonds of Rmb621 million (2002: nil),
which are debt instruments with embedded credit default options (see Note 15). The economic
characteristics of these embedded derivatives are not closely related to the host contracts'
economic characteristics and are separated from the host contracts and accounted through

trading assets and liabilities at fair value.

Included in debt securities in issue are bonds with redemption options and conversion options.
These bonds amounted to Rmb180,000 million (2002: Rmb40,000 million). The economic
characteristics of these embedded options are closely related to the host contracts' economic

characteristics and are not separated from the host contracts for accounting purpose.

The Bank mostly undertakes its transactions in foreign exchange and interest rate contracts
with other financial institutions. Management has established notional limits of these contracts
by counter parties, industry sectors and countries. Actual credit exposures and limits are

regularly monitored and controlled by management.
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27 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 ranging from 19% to 29% of the employees' basic salary or other
applicable calculating basis in each jurisdiction. The Bank currently has no additional
significant cost for the payment of retirement and other post-retirement benefits of employees
other than the monthly contributions described above. 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 amounted to Rmb31

million and Rmb25 million for the year of 2003 and 2002, respectively.
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28 CONTINGENT LIABILITIES AND COMMITMENTS

2003 2002

Commitments to extend credit:

Letters of guarantee issued 993 800
Letters of credit issued 6,369 1,609
Bank drafts issued 6 91

Operating lease commitments:

Future minimum lease payments on operating
leases are summarised as follows:

Within one year 51 44
Between one and five years 44 40
95 84
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Assistant Governor

DIV N
General Office

HRARE

Policy Research Department

ZETHE
Comprehensive Planning Department

EREER
Legal Department

THEER

Project Appraisal Administration Department

WHHE—F
Project Appraisal Department |

HEZF
Project Appraisal Department I

EREER
Credit Administration Department

BTNz
Auditing Department

AER
Personnel Department

BEF

Supervision Department

S X

Hl 14

Branches and Representative Offices

BATE AR
Banking Department

KEHIT
Tianjin Branch

AL 1T
Hebei Branch

LA 4T
shanxi Branch

BRINT
Heilongjiang Branch

LiEnT
Shanghai Branch

IHST
Jiangsu Branch

LT
Zhejiang Branch

AREMT
Henan Branch

L2 1T
Hubei Branch

WE2T
Hunan Branch

I HRT
Guangdong Branch

4T
Sichuan Branch

HMT
Guizhou Branch

REMT
Yunnan Branch

BEF ST
Shaanxi Branch

]

TRKRL
Ningbo Representative Office

EITRzL
Xiamen Representative Office

FaHRRL
Qingdao Representative Office

EERRNEL
Hong Kong Representative Office
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k = =

Board of Supervisors

BT
Vice Governor

BlfTI<
Vice Governor

LFHiE
Chief Compliance Officer

BT
Chief Financial Officer

B
Chief Economist

Bk
Chief Auditor

e
Finance & Accounting Department

RER
Treasury Department

WEERB
Business Development Department

EREER
Credit Risk Management Department:

REEARES
Assets Restructuring and Management Department

EfF &S
International Finance Department

2z
Large Corporate Lending Department

BRLEH
Investment Banking Department

HEEYIB EiEpd HRREB BRKTEB
Education and Training Department Operating Center General Logistics Department Retired Staff Department
E=F TFa1T KEST HEWRDIT
Inner Mongolia Branch Liaoning Branch Dalian Branch Jilin Branch
RET BEST IEST [ITE s c

Anhui Branch

Fujian Branch

Jiangxi Branch

Shandong Branch

w517 I AT BEST §Fk5}ﬁ
Shenzhen Branch Guangxi Branch Hainan Branch Chongging Branch
HH ST HEMT HFiESIT TEMT

Gansu Branch

Xinjiang Branch

Qinghai Branch

Ningxia Branch




A 41 ## ORGANIZATION STRUCTURE

B2fTEME8 BANKING DEPARTMENT K417 INNER MONGOLIA BRANCH
it JERTABXEXIINAH 158 SimiFRE it FAERSTHERE 8 S
Add. No.158 Fuxingmenwai Street, COSCO Mansion, Add. No.88, Xinchengdongjie, Huhhot
Beijing EiE (Tel). (0471) 4690308
B iE (Tel). (010) 66412212 f£E (Fax). (0471) 4690306
201 f£E (Fax). (010) 66412282 #R4s (Zip) . 010010

ER%8 (Zip). 100031

L5417 LIAONING BRANCH

F324%4T TIANJIN BRANCH o = -
it TFEEETITXREEAR 109 S

i, RETHEXSEEGE 1S Add. No.109, Qingniandajie, Shenyang
Add. No.1, Qixiangtailu, Heping District, Tianjin B3E (Tel). (024) 22953502

B13% (Tel). (022) 23515757 £H (Fax). (024) 22953371

f£HE (Fax). (022) 23515742 BR4% (Zip). 110014

#R4m (Zip) . 300070

KiE4r1T DALIAN BRANCH

4k 4347 HEBEI BRANCH
AR #ofk. RETHRLUXFWL H8S

ik, AREHIERE 5 2 Add. No.8, Zhongshan Plaza, Zhongshan District, Dalian
Add. No.b5, Zhengdonglu, Shijiazhuang H3E (Tel). (0411) 2810918

BiE (Tel). (0311) 6986564 55 (Fax). (0411) 2633839

f£E (Fax). (0311) 8625969 HB4% (Zip) . 116001

HR4R (Zip) . 050011

EH#44T JILIN BRANCH

IJ_IE/\ﬁ' SHANXI| BRANCH
7 it KETRRIAHSES

ik, KETREG 268 5 Add. No.3, Dongminzhudajie, Changchun
Add. No.268, Fuxijie, Taiyuan B3E (Tel), (0431) 8922805

EiE (Tel). (0351) 4937222 f£E (Fax). (0431) 8922827

{2 (Fax). ( 0351) 4937224 B34 (Zip) . 130061

BF% (Zip) . 030002
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B H3T4 4T HEILONGJIANG BRANCH

ik RBRETHARXFE-1S
Add. No.6—1, Wenfujie, Harbin

BEIE (Tel). (0451)2663101

f£H (Fax). (04b1) 2663130

MR% (Zip) . 150040

5447 SHANGHA| BRANCH

Mot TR 500 SERFRRITAE I, 34, 35,
36 1%

Add. F33—36, No.500, Pudongnanlu, CDB Plaza,
Shanghai

BiE (Tel). (021)38784999

f£& (Fax). (021)58883659

mR4% (Zip). 200120

sT#4¥F JIANGSU BRANCH

k. BRWSOMES 188 S

Add. No.188, Guangzhoulu, Nanjing
EEIE (Tel). (025) 3276222

fZR (Fax). (025)3276204

ER4% (Zip). 210024

AL 4T ZHEJIANG BRANCH

k. TR RS 108 S

Add. No.108, Huancheng Xi Lu, Hangzhou
BiE (Tel). (0571) 85786088

{£E (Fax). (0571) 85786094

M4 (Zip) . 310006

Z#4>4F ANHUI BRANCH

k. LA ST TR 246 5
Add. No.246, Wuhu Street, Hefei
EiE (Tel). (0551) 2867889

fZE (Fax). (0551) 2875868

R4 (Zip). 230061

ZE& 91T FUJIAN BRANCH

Hhik. 3@ UES 233 SRR AJE 15A
Add. 15A Floor, Insurance Plaza, No.233, Wusilu, Fuzhou
E1E (Tel). (0591) 7856464

{£E (Fax). (0591) 7092294

MR4s (Zip). 350003

sSTF 44T JIANGX! BRANCH

it BEMERAKRBE O SERREAEI15#
Add. No.5 Nanyilu, Shengfudayuan, Nanchang

BiE (Tel). (0791) 6262332

{£E (Fax). (0791) 6262659

M4 (Zip) . 330046

W% 41T SHANDONG BRANCH

Wi WREFET DL SLURAE 1B

Add. F9—11, No.2—1, Maanshanlu, Shandong Mansion,
Jinan

EEIE (Tel). (0531) 5198100

{£E (Fax). (0531) 5198282

ER%% (Zip) . 250002
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A 44T HENAN BRANCH w5317 SHENZHEN BRANCH
k. M ARLE 28 5 k. RYITIRE PR ERRHARE
Add. No.28 Nongyelu, Zhengzhou Add. International Science and Technology Plaza,
HiE (Tel). (0371) 5714314 Shennanzhonglu, Shenzhen
f£E (Fax). (0371) 5714314 EiE (Tel). (0755) 83760388
203 HR4E (Zip) . 450008 f£E (Fax). (0755) 83760185

#R4s (Zip). 518033

#dt 41T HUBEI BRANCH

I H454T GUANGX! BRANCH
ol HRIXTHRER RIS 66 S22 E A K 102

Add. F10, Jinjin Garden A, No.66, Zhongbeilu, Wuhan it BT TREKEKNEIB-2SRRAE23E

HiE (Tel). (027) 87326666 Add. No.38—2, Minzudadao, Taian Mansion F23, Nanning
f5HE (Fax). (027) 87326563 B3E (Tel). (0771) 5879611

HB% (Zip). 430071 f£E (Fax). (0771) 5878601

#R4s (Zip) . 530022

#ME 41T HUNAN BRANCH

Kb _ = N N s on
ik P AT RBR RS 465467 SE IR KBS 8 1 s5H4345 HAINAN BRANCH
Add. F8, Jinyuan Plaza, South Building, No.465—467,

Furongzhonglu, Changsha il BOTREAES S BEAE—. 2
B3E (Tel). (0731) 5558888 Add. No.81, Binhaidadao, Nanyang Mansion F1—-2,
f£& (Fax). (0731) 5163160 Haikou

HR%% (Zip) . 410007 B iE (Tel). (0898) 68551933

f£E (Fax). (0898) 68551933

4 ip). b7
[~%<4}4F GUANGDONG BRANCH R4 (Zip). 570105

Mok, [NTR RS 351 B/ HRASMEHAE 15A H3445 GANSU BRANCH
Add. 15A Foreign Trade Plaza, No.351, Tianhelu,
Guangzhou ik Z MR RES 507 S
B 3E (Tel). (020) 38807168 Add. No.507, Binhe Donglu, Lanzhou
f£E (Fax). (020) 38809557 BiiE (Tel). (0931) 8854771
HR4% (Zip) . 510620 f£E (Fax). (0931) 8836380

#R4R (Zip) . 730030
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FEE41T XINJIANG BRANCH M )I|4¥4T SICHUAN BRANCH

it BEARFHERENKE2-255 it ETARBRMNER 4TS

Add. No.2—-25, Dongfenglu, Urumgi Add. No.47, Renminnanlusiduan, Chengdu
BEIE (Tel). (0991) 2335001 EEIE (Tel). (028) 85248399

{£E (Fax). (0991) 2335002 {£E (Fax). (028) 85248383

BR45 (Zip). 830002 HR%R (Zip) . 610041

T E 49T NINGXIA BRANCH =447 GUIZHOU BRANCH

k. RIITHHERE 43 S 41% k. RETWHER 102 SETHSKECE
Add. No. 43, Xinhuadong Street F4, Yinchuan Add. No. 102, Xinhua Street, Fuzhongshangwu Plaza,
EEIE (Tel). (0951) 6010487 Guiyang

{£E (Fax). (0951) 6010483 BiE (Tel). (0851) 5530101

MB4R (Zip) . 750001 f£E (Fax). (0851) 5512932

#R48 (Zip). 550002

=3543TF QINGHAI BRANCH

it ATmEOAEK 155, BITBAXTAEKE-8F =®444F YUNNAN BRANCH
Add. No. 15, Wusixi Street, CCB Dianli Branch Building,

Xining ik, RHRTHRNER 1585
EiE (Tel). (0971) 6301913 Add. No.1b8, Dongfengxilu, Kunming
€& (Fax). (0971) 6303817 EEIE (Tel). (0871) 3634164
#R%% (Zip) . 810008 {£E (Fax). (0871) 3634001

BF%5 (Zip) . 650031

EK44T CHONGQING BRANCH

BEF 51T SHANXI BRANCH
it ERT R XA 8 SAMEHE

Add. No.68, Zouronglu, Daduhui Plaza, Chongging Hit. BT aH—K2SERFLAXETKE
EEIE (Tel). (023) 63748000 Add. No.2 Gaoxinyilu,CDB Plaza, Xi'an

fE2 (Fax). (023) 63748100 3 (Tel), (029) 7660578

HE4S (Zip). 400010 f£2 (Fax). (029) 7660581

#R48 (Zip). 710075
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HERKFKMNZEL HONG KONG REPRESENTATIVE OFFICE

it EEPHRBERE | SEFRESFH/O—H 33 4 .3307-3308 =

Add. Suite 3307—3308 33/F One International Finance Center, 1
Harbour View Street, Central, Hong Kong

B3E (Tel). (+852) 28016218

2R (Fax). (+852) 25304083
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