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FINANCIAL HIGHLIGHTS

AL 10CTE AR

2004 2003 2002 2001
BEF 15745 1,279.2 1,040.1 889.9
LT 1,409.5 1,139.9 896.2 757.6
AREFEEER 1.31% 1.88% 2.54% 4.25%
RHCEFEER 1.68% 1.87% 2.42% 3.64%
EHOEE /| AR R R 142.23% 140.42% 136.46% 91.97%
R 1,467.0 1,189.7 964.7 828.0
il 1,274.8 1,064.4 869.0 748.5
FrE &N 107.5 89.4 75.4 61.9
BAFEEER 10.50% 10.26% 11.58% 8.33%
T 17.4 13.2 11.9 111
) BN 31.0 24.4 19.5 15.4
1R = U 2 R 1.22% 1.14% 1.23% 1.32%

TR EN s R 17.68% 16.03% 17.36% 19.32%




In RMB Billions

2004 2003 2002 2001
Total assets 1,574.5 1,279.2 1,040.1 889.9
Loans outstanding 1,409.5 1,139.9 896.2 757.6
Non-performing asset ratio 1.31% 1.88% 2.54% 4.25%
oo posses to 1.68% 1.87% 2.42% 3.64%
Reserve for credit [0sses 10 non- - | 140.42% 136.46% 91.97%

performing loans

Total liabilities 1,467.0 1,189.7 964.7 828.0
Bonds outstanding 1,274.8 1,064.4 869.0 748.5
Total owner's equity 107.5 89.4 75.4 61.9
Capital adequacy ratio 10.50% 10.26% 11.58% 8.33%
Net profit 17.4 13.2 11.9 11.1
Net interest income 31.0 24.4 19.5 15.4
Return on average assets 1.22% 1.14% 1.23% 1.32%

Return on average owner's equity 17.68% 16.03% 17.36% 19.32%




2004 FRFARBITMLTAE, BRITE BMNTUERME, FEARTATEEFEIORRMET
EXRTUR., RERK, A VERUNTHIRERIANDAGE RO, BIHE, FRROTHLESER
REMEMRE. B~ VNI~ Y ("RE-X") AUEHNRIELS. SRBNERATEREMRES
KHRBRTENENRT, EERZMNRE. RIHERE "ETHRET. RITERADRT RN, R
RS TEINAFRE MALBEEERAECEETSRANMES . #zx) TEARRNNE. TR
ERMHERESERE,

2004 F, FARB|ABARMEREZNFRER, INEZINZRRY, SHEAETLMSROER X
REFRRAPERE N STL SEHRE T HER. #ERFNEREHANTHLE HEFHERR
BB N —DIER, KFET ZVWRAENERNTHNLE, RERXAIINF. AREENZIOAEREREN,
REESLFEMBAE, MANKRHETIHSHMIRENZHNE, HRAZXRABNESZRIE
AEENH. RANEFHEER, ARERESEFRESA, ARLSREET, TRLERRESR=F
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GOVERNOR'S MESSAGE

REAEREH#KT, BFREFANREYR SAMNBEFLHS. ARSREFTHUGHNEN, HIBHE
HICACHRAES . MBI AEBRERNERHRAXFLABFEFHSZRER, BRMELS,
REARMNATIKFE, ZNEFRFR. RELL. ABEEN@ERRGERETEMEE N, EEX
HERABRANE, EHMPEPKENE, AFBEEX LHEH, MBREZFEMRIUN ST
B RFLERESE A, XERMNTFELROEM. BETFREZRAZR. AMEPNRTEINSS
S55nfERLsE, hERTHRRLSEZTAE BHEZRANE ST BRAMA S ERMNEBES
FBFIAMBERER. TUAFMBER, RINAREAHSHBEZBL T 250 AT NEBTBELRE
HEANF I HERBALRBEGHNAREBEAESEEANTNER.

R B S8R

20044F , HATHIM SHERGBEIH— FIR A RERFFEFREHKE BFE 174125, th EFIEK31.8%, 8l
BEFHE. ERF10.50%MBATERNERT A ENERIABNT.7%, FRRTLL EFI181023.6% 3%
£ 14,095 12T,

BOREEFRUVSREENIFRS)RE TMEIRE (WEITER IFRSUMEHRE (67 M= 1537)). KA
ARREAN. EVSEEREREBEEGRUYSREENREEH.

REBMNAUBF ABH. EENERE KRAUSRL . REFTEEERHRERDPCIR W RITRIBE AR
DERESHALZER BURTARLSGHRELE, CEXNTHELR. EPERKEFHERE
FREERERANEM. LS EFREHKTFOMSRATEEINEERITR, ERMNEFEXRANERR
EFTEEARENTHNE, EERMEATH LMBESTHREGRAARE, IXNFHTEXEER.

BiEhERE MRS 1%
EARFERERANEENBRTA TSRS, RNBEROES. SRBFFSZAENN=. BMNI
EFMHRNERBRTRENTRLS . MARNRIEEBTEUTS. BRATON M. AEBBLFRE
SREEETENCHEN . BEFELFHINAR, ZNBAREN—ERERETL, BXFHF
BRKIZFHESXREGHESIASHE. MKZE, BRNBATHURERETES . SAOATD
RERSE, BEIIESHLRTEE, EHLRTEBSINLEMAERRENTHEAS.

BORNART BERARRKMEK SRR, SHLRTEETRTEAUNEER LS. BZE2004F
K. FOEIZXNUENFIRE, EERSNEEN 1382 TEINET 7782, 5. RIVEHREYT K
XI55 H R FISEEL

EERT AR ABRMNRERT FRESIESAXZHEM ALSAAET N LRTESS S5 0H
MA MEABRKARBRT ESHRABNNS. BN, ETUEFERTRAARATIES. AEESHKE.
20044, HNZEM T SHERSRMMIES (ABS) THRXREXTENHR, HBEFHEA P BILRES
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Mz —, —BEBRFEEBIVAATHFMARE, BUFRLS., RO LEEE G 2005 FHUET R
ESHUSREN, HACATHENEERERZME TR EE,

Fhed (SME) BRER—NERGE. A THARSHINE, SEARBAREEN, A MM

BTN RR, BHOEE PEFNEVHERANECEES MR LS MARESEESNE,
PN ERAEF Y ERTITH, URAMERBFES. £F. HNWRT PNLVERTES, BiFiZ
FESHTELRTEE, BXERTRERTHRE, ARTESTARMNERP/ MDY GER, BES

. EREICFAEMNERNNERAREEEESERIRE. BNBE RTAARMLSEFTR
fo BT S REBAICLEEF/ NV RS, BE2004F5K, RITHF/NEVFRRIMEIRET 4512
TART, BEEBSHTHNEVERAELTIER, BRI WRITEINXS F/h b AT,

HTERERGRSTHRANSSEZ— MELRTUEBHEZRRSLTHE TAEE—1TER
S RER. BE2004F128, RTRTERBERM2HZTART: 2004 F, RITEAARNET
10X TEELKES, FERARMEITSZETHERIING S, BERFRELS, BNERFE
HANERARARTS, FENNUAENMEEERE. E20ERNIEti, FRINEBRRESHNEES
AL, REPESHTHARER.

R E R

BEE AR B KMET L S A9EIN, BRMREEEN T KA REGER, B oA FTE 89 KBS 4E K38
DERERANE, BIEREIMEERANKEEE, FARESZESRRNEREERRNIRANTE, &R
RERTEBEREINKIE, 2004 FHTFRIRRBEMER, FEE121%, TR —HFERFLR
G NERER.

NERFRZETFTESNERERLE. ATAFRECHNRE. 1998 F£5] 2002 F, FITARTKEK
MARERIELSE "W, 2002 F£H7 46, AOAREREERESHENRER. AT 2% U THRAETR
& 5EM. EE. CE. BEREFER—RBITAREREA 3%~ 0.5% XI5 A /)M g E K s FY 4 EHE— 3,
SR T EfrER. 2004 F, RAXEINEME FRAFSEMARTAELINT "WE".

HTMERERETHL, BOEAERENTHNER/) ., EEENXET MR, BANERBEKER
=R X

2004 F, HAMBUBHEERG. MERFMABET, MET WREXRRHEE, BRIMNHTWTRASK
B —ENEERRENEH#FERRS. FABNNTL M SRG, RNBEFEOMEEENE, I
RERUWEBERVSHRE. BRINBARFENERESEN, NMBEERRARME . RER. 217
FHRENREENXER, BEHFTNSEHIT,

BRREMNANTRSELT K
ANRBENTERAVNMBRREROVE. BT —ERNTHRIAORWE, FREFRLEE, A
TR S RIT—RERX RN ZEE,



EENMEHTYERRTIVERFTERERENTLIR, ZTREPERTIREXNIRAETRME,
RAXERMNEBEESREATRAXRANE, mEATEREARBEXNEMEE. ZMNBE, XMHE
BWARXEF A RAERBPENERA, MEEAEPERRE NG TE].

ERERKRBRFMEHIUR T RN AN FRAOEERAKF, FNBEHTIPIUY (KA. WENH
) ERIMNRUNENISGERESFHFHERE—E, EERFLXMAENENEERPIMEEL
i, MASMRETEY P IHRLIMBF. BNFEX—FHENE— AR TEHERMAF.

R SR R —MEEE TN B S 5 BARE IR L. BB R TR 55 B AR ME B g
S5&BERRTHT TR, FEIMEBERARTHRYARITY. ZE86E AFEIETRINARS
h AGTRETERFAFNEFHEARPLTARZ S, FXARAEGF—RTHLEHTR TS
RALA9RY B AR,

ARKREMRHE R THRVER, HNBHEERFHNZEIRE, IMAFIMERAE, RET TR
B ZIRIINRTE. 2004 &, BMNERLERYIME LA T RENRS, SFIKAL, BENETFE.
s, FATEEBFZRERE T AHAMLE, LR TREBIMITERF S,

XREFEHE LD
RE 2005 &, ERAAROTETUSERERFRERR. SHAXAKHABR. BHBE. £TRIES
FoothAl, BESBMERE, EMNSE®RTRNSROKD, STAIFHH TEMERIORTRS .

EFN—FE, BMBURZEARAGIT LM SRR SRR, THMEXRNFENER, LERE
RIT LV EEES . HtTHEER, RN ERES, ®RELEHENTHLES BORRPHTHEN.,
ZMATHSEROMAT, APEREFEHRE. RNBETRENTEE . THNAREENREK, £
KM EER = AT ONEBMTEE, ERXF "RE X" REM. RNKEEMERIH "=K". $
v Bk HE. B PASHSARFIRINER, MAX EHE ERRREMARTRISE
NE, TRFIEMTHRROMDEL, RETHEERMNEMER. INH#—TMRBRMEE, HE
EHEEAFLVSNELSFERER, BUSHATBN. BLRTEFNEE BRAGEESEERSE. 2HEAEK
HENEREER, AXFPELFHESEH. A THERR, MEHSEXHELS, B#TES
TR K RAEH FT A9 TTER.

~

EXRF&RZRIT 17K



10

7K =% | Governor's Message

During 2004 we commemorated the 10th anniversary of the founding of China Development Bank (the
“Bank”, or “CDB"). This important milestone served as an opportunity for reflection and an assessment of
our accomplishments, as well as the challenges that we will encounter in maintaining our relevance in a
rapidly changing economy. The facts with respect to the former are encouraging and undisputable. We are
proud to say that CDB has contributed enormously to the growth and development of the Chinese economy.
A decade ago, our activities were largely limited to relieving bottlenecks related to PRC government-directed
funding of infrastructure projects through policy lending. Over the past ten years, we have become the
most significant source of debt financing for infrastructure projects in China. More significantly, we have
introduced market-based principles into our underwriting and credit administration processes. This has not
only enhanced the quality of our loan portfolio, but it has also had the effect of instilling our borrowers
with financial discipline, improving our lending practices, and acting as a catalyst in the development of

modern financial markets in China.

CDB had a successful year in 2004 and we achieved our targets in a number of key areas. During the year,
we continued our policies promoting economic development, designed to support the PRC government's
social policies. Among other things, these policies direct funding to targeted industries, such as coal mining,
electric power and petroleum. Similarly, we continued to target areas of social importance that have suffered
from funding bottlenecks, including China’s western region and municipalities. The sustained growth in
our business was most clearly evidenced in the disciplined increase of both on-balance sheet and managed
assets. This growth enabled CDB to continue to achieve record levels of profits. Asset quality improved
slightly in 2004, highlighting our commitment to disciplined growth. Our key financial indicators remained
at the levels consistent with those of leading global banks for the third consecutive year. We also continued
to improve the efficiency of our funding activities. The level of our bond issuances remained robust and our
introduction of innovative fixed income products were well-received by investors in search of higher yields

and diversification.

In terms of product innovation, risk management and business process improvement, | am happy to report
that we have re-doubled our efforts. During 2004, we introduced a number of new products, enhanced the
effectiveness of our risk management structure and improved the efficiency of our business processes. Our
goal is to achieve parity with international best practices in all key areas and maintain our viability in
financial markets that are becoming less regulated and more competitive, while effectively managing
increasingly complex risks. Through loan syndications and sales during 2004, for example, we provided
smaller banks with access to high-quality credit assets that they would not otherwise have had. At the same
time, this initiative allowed us to diversify our own credit exposure and effectively create more capital with

which to support higher levels of economic development in China.



In the midst of this commercial success, though, we have never forgotten our most fundamental objective
- supporting the PRC government’s social development initiatives through the financing of infrastructure
and other socially relevant projects, which will improve the living standards of all Chinese people. | am
proud to say, in this regard, that our social success exceeds our commercial accomplishments. Through
efforts made over the past decade, our focus has evolved from self-development to that of a catalyst for

national economic growth.

Our strong financial results

Again, in 2004, we continued our record of strong financial results, which continue to be consistent with
those of leading global banks in key areas. Our net profit of RMB17.4 billion during 2004, another historical
high, increased 31.8% from 2003. While maintaining our capital adequacy ratio at 10.50%, we also enjoyed
a return on equity of 17.7%. Our total loan portfolio increased by 23.6% from a year ago to RMB 1,409.5
billion at year-end. We prepare our financial statements, included in pages 67 to 153 of this annual report,
in accordance with International Financial Reporting Standards (“IFRS”). Unless otherwise noted, all financial

figures referred to in this annual report were prepared in accordance with IFRS.

Although we are not an organization that is motivated principally by profit, we believe that strong financial
results and the maintenance of capital in excess of limits recommended under the terms of the New Basle
Accord provide the strongest evidence of commercial viability, and is the foundation that will sustain our
continued growth and allow us to play a meaningful role in the future economic development of China. In
addition, world-class financial performance combined with our quasi-sovereign credit rating, give us a
market advantage in terms funding cost and access. Efficient access to low-cost funds, both internationally

and domestically, is an imperative to our sustaining the CDB franchise.

Shaping the financial services market in China

Our special status as a PRC government-owned development bank conveys to us many privileges and
opportunities, as well as special responsibilities. Our past success has largely resulted from traditional lending
activities, but our future success will depend on our ability to innovative in the market - customer-focused
products - and internally - business processes and risk management. As the Chinese economy evolves,
some of the advantages that we currently enjoy will be diluted, but our responsibility to support the PRC
government'’s social and economic objectives will never diminish. In order to fulfill our responsibilities over
the long-term in a more market-oriented economy, we must increasingly collaborate with domestic
commercial banks; leveraging our privileges and opportunities. This will also enable these commercial banks
to efficiently and safely deploy their significant levels of liquidity that accumulated through historically high

savings rates in the Chinese economy.

11
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In 2004, largely through our successful loan participation and co-financing activities, we developed a full-
service commercial loan asset management business. Managed assets increased from last year's RMB 13.8
billion to RMB 77.8 billion at the end of 2004. CDB, in our role as a market innovator, introduced loan
syndication and participation activities to China several years ago and we maintain an intense focus on

expanding both the volume and scope of this business.

The growth in our portfolio of managed assets provided us with the critical mass required to source assets
for securitization transactions. Like our syndication and participation activities, securitizations enable smaller
commercial banks to recognize high-quality credit assets and increase the funding opportunities available
to borrowers. Securitizations, though, also enable non-bank investors to invest in securities that provide
yields that are higher than other alternatives. In 2004, we completed several studies related to the
development of an Asset-Backed Securities (“ABS”) market in China. In this regard, we have been selected
by the PRC Government as one of the few pioneer banks to conduct such activities as soon as certain
market conditions established by our regulators are met. We are optimistic that the approval for the Bank
to commence securitization activities will come in 2005, and we are fully prepared to execute the first

transaction of this kind in China.

Lending to small- and medium-sized enterprises (“SMEs") is another sector that, in the past, we had avoided
due to its inherently high risks. However, we believe that a thriving SME sector in China is not only an
important source of employment opportunities, it is commercially sensible to lend to enterprises in this
sector provided the related risks are properly managed. Helping to stimulate growth in this sector of the
Chinese economy will also relieve a number of social pressures currently facing the PRC government. In the
past year, we created a platform for SME lending that relies, to a large extent, on alliances with local
commercial banks to process the underwriting and administration of SME credits, subject to CDB’s standards
and oversight. Through these alliances, we are driving the fundamentals of effective credit risk management,
based principally on repayment history, to lower levels in the economy. In the past, funding bottlenecks
precluded viable SMEs from access to funds for their growth. We believe that the business process and risk
management platform that we have developed will enable us to properly control our SME lending activities.
At the end of 2004, our total SME portfolio reached RMB 4.5 billion, and we hope that our presence in this

sector will become a catalyst for larger commercial banks to increase their lending to this sector.

We are one of the leaders in the domestic debt market, not only through our role as the second largest
issuer of debt after the Ministry of Finance ("MoF"), but also as a bond underwriter. At the end of 2004,
our cumulative debt issuance in domestic currency surpassed RMB 2.0 trillion We also issued US$1.0 billion

global bonds, which were registered for sale in the United States of America (“US”) with the US Securities



and Exchange Commission and also offered globally. In addition, we issued US$500.0 million in the domestic
debt market. Through our bond underwriting activities, we make the domestic capital market accessible to
our clients, allowing them to raise funds directly at a reasonable cost. Our leadership in this area enables us
to explore additional opportunities for dis-intermediation to foster the broader development of China’s

financial markets.

Risk management

As our asset portfolio grows and we expand into new businesses, effective risk management is becoming
increasingly important in order for us to maintain our long-term viability. Since the majority of the risks to
which we are exposed relate to our credit portfolio, we continue to strengthen our credit processes. We
have developed a number of tools and methodologies related to underwriting and credit administration.
Of course, we have also maintained an intense focus on our rigorous collection efforts. Our NPL ratio
continued to drop in 2004, to 1.21%, and we are expecting this figure to further decrease by a small

margin next year.

Consistent with leading global banks, our NPL ratio has reached a stable level and we manage to strict
targets each year. From 1998 to 2002, we had significant decreases in both the absolute and relative
amounts of our non-performing loans. Since 2002, the ratio of our non-performing loans to total loans
has remained below 2%. This level of non-performing loans is comparable to those of leading global

banks, including Bank of America, CitiBank, HSBC, and JP Morgan Chase.

Our current exposure to market risk is mitigated by the regulation of interest rates by the PRC government.
Of course, as this regulation is relaxed, we intend to develop appropriate processes to manage the related

risk.

During 2004, we improved our management of operational risk through advances to our IT system, budgeting
process and internal audit function. Although we have been making improvements every year, we plan to invest
significantly to build a state-of-art IT system which meets international standards. As a government organization,
we follow a rigid budgetary system and report to our parent, the MoF, on a quarterly basis. The Internal Audit
Department is responsible for the effectiveness of our internal controls. The routine post-origination evaluation
and audit performed by the internal audit staff on all major loan underwriting, all functional areas and branches

serve as powerful tools in our operational risk management.

Developing the best human resources and a common vision
Human capital is the most valuable resource to any organization. Given the significance of our challenges

and responsibilities, they are even more so for CDB. In this regard, we have made a commitment to the

13
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professional growth of our people that is intended to both build their skillsets and motivate them to follow

us down the path of successful development.

We have the largest team of industry experts in the Chinese banking industry. Lending to key industries,
such as power generation and petroleum production, require a depth of industry knowledge to not only
enable us to manage the risks related to this specialized lending but also to provide relevant financial advice
to our clients. We believe that this advice not only makes our clients more intelligent borrowers, it promotes

the basics of an effective credit culture throughout the Chinese economy.

The extent to which we maintain our competitive advantage over the next decade will depend to a large
extent on how well we manage our human capital. We continued to facilitate our 3-P Program (position,
performance and pay), which links the position and performance of employees directly with the financial
rewards of their remuneration. Our management was determined to make this change to demonstrate that
our Bank values merit and we will motivate our people to achieve our objectives through the 3-P Program.
We made special efforts in making this process as transparent and fair as possible to every employee of the

Bank.

We believe that developing a collaborative corporate culture is what will enable us to develop a common
vision around which we can focus our energy. Our management communicated the goals and strategy of
our Bank to employees at every level, and integrated objectives in support of this strategy into our employees’
that career development plans. We believe that it is only through the collaborative efforts of our employees
that we can compete in the fast changing economic environment in China and reach our goals of becoming

a leading global financial institution.

In order to maximize the professional development of our people, we have focused significant effort in
creating a learning environment, that is focused on intense training and secondments. We offer numerous
training programs both in-house and outside of the Bank. We made a large investment in these educational
programs during 2004. This investment includes sending study groups overseas to learn from our counterparts
in other countries. In addition, we made learning accessible by putting self-study courses on our office

network. Learning has never been as easy as today.

Confidence in the future

As | look towards 2005, | am committed to promoting the Bank’s robust and disciplined growth, so that we
can achieve both our commercial and social objectives over the long-term. In this regard, | am confident
that our people - who are the ones responsible for our tremendous success - will rise to the challenges that

we face together. | am grateful for their hard work and contributions.



We will focus on areas, such as asset management, which allow us to increase our collaborative efforts with
China’s commercial banks. We will also continue to make enhancements to our information technology
platform that will enable us to support continued product innovation, as well as to properly monitor and
control our growth. As | have said in the past, it is one of my priorities to introduce leading international
practices to all areas of our operations. We will maintain the relevance of our Bank by continuing to explore

new opportunities to expand our businesses and to influence the development of the financial services

market in China.

CHEN YUAN
GOVERNOR
CHINA DEVELOPMENT BANK
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SENIOR EXECUTIVES

Kk B o

Governor Chen Yuan

BT PR BTk £ # BTk XzE BTk 5 E
Vice Governor Yao Zhongmin Vice Governor Wang Yi Vice Governor LiuKegu Vice Governor Gao Jian
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TKEE BEY

TKEE RELC

Chief Compliance Officer

Li Changfu

Assistant Governor Zhao Jianping

Assistant Governor Xu Yiren
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BOARD OF SUPERVISORS

BRARRTEEFSHESHERE (BEAFERSHMIMEESEARL) RE, IESRASR, KB (K
B HERALRTHVSRAMEZEEEBTALREE. BERREF—F, TREF-®. THEAR
AT%, ANBEVES. FPERTLEEEEZAR. BERARRT. SIHHESME—2RKRIEESR
RIS,

Representing the interests of the PRC government, the Board of Supervisors (the “Board”) of CDB is appointed
by the State Council in accordance with the 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.

INTERNATIONAL ADVISORY COUNCIL

18

ERARBITEFRMEZRZENRRINT2004F7 B 12BAZEERAT, MUBRRMEREFE T I
REW SWAABNWE: PELHNEULFEERESHRZFOXR BERTRRITETELF
RRBPOEAETR M EmAEIL 5K,

The sixth annual meeting of our International Advisory Council (the "Council") was held in Paris on 12 July
2004. Fourteen distinguished members and guests attended the meeting. The discussion was focused on
the role that CDB should play in a changing environment. Two spirited sessions were held, which provided
us with invaluable insights into our future development.

Session | — The Chinese Macro-Economy Today and its Relationship to the World Economy

Session Il - CDB's Role in China's Economic Development: The Theory and Practice of Targeted Development Financing
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HIHE Front Row

A EIEERGE SF - FK (£—)

Former Ambassador of Switzerland to China, Switzerland Mr. Uli Sigg (first from left)
CEFFRITFE EoKE A S e K5 - FER (2D)

Advisor of HSBC Republic Bank and PwC, U. K.  Mr. Peter Cooke (second from left)
EERBEEZRASIER RS - ARR (£2)

Former Chairman of Board of Governors of Federal Reserve System, USA  Mr. Paul Volcker (third from left)
ERALBRTTK K (£M)

Governor of China Development Bank  Mr. Chen Yuan (fourth from left)
ZEERBTEIESEK BUIR - BEZmH -2 (£1)

Deputy Chairman of BNP Paribas, France Mr. Michel Francois-Poncet (fifth from left)
BEEXERBITEEK X - &H»F (LX)

Chairman of Board of Managing Directors, KfW, Germany Mr. Hans W. Reich (sixth from left)
BARR=%RTSRME, IEEK 5EHE (£t)

Senior Advisor of the Bank of Tokyo-Mitsubishi, Japan ~ Mr. Tasuku Takagaki (seventh from left)

J5HE Back Row

ERAXRRTITRKEE KBFE (£—)

Assistant Governor of China Development Bank  Mr. Zhao Jianping (first from left)
BERPXRERK XEX (£Z)

Vice-Chancellor, the Chinese University of Hong Kong  Mr. Lawrence J. Lau (second from left)
MINERRBITERMD FHicH (£=)

Senior Advisor of Development Bank of Singapore  Mr. Ng Kee Choe (third from left)
FEEZNEFZEBBKEES (£M)

Deputy Secretary-General, China Macroeconomic Society Mr. Cao Yushu (fourth from left)
XEEMP EHE A ERENGTE, HRBOTAETK EXE - B4E - AxF (£5)
Former Vice President of World Bank, CEO of EMP USA  Mr. Shahid Javed Burki (fifth from left)
BEBIERSERE LBE (LX)

Chairman of the Hong Kong Securities and Futures Commission  Mr. Andrew L. T. Sheng (sixth from left)
ERABERERE =58 (£t)

President, JP Morgan Chase International, USA  Mr. Andrew Crockett (seventh from left)
EEREFBK EmEE - F8 (/)

Former Minister of Economy, Finance and Industry of France  Mr. D. Strauss-Kahn (eighth from left)
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FREBROTNEBRRNKRFEZ R BB, EFRBATEERATRBAFNRSH S HOER, BT
RMREHZFRTOERE, MBNBNEHRRMESHNRALE, BEIIMPARTLRTRZNERT
RABEAKR. ARESIHHREHONE, FRRTSHMESRNETRANRBHAMMNE ETRY S, A
RN REERNNERRE.

TRBITEMEZHOBRNRREIERMBN  RERENFLEEBN . RABANE R RS ETZRIRTH
MEERRA. GRERKAZ/LETRARTEBRNNIES TARN. EBFNAT T, BNEEEEX
ZHTAE, F—HE. FANAAEAERNEH, BNEBIRHIXREEAT LS. RRIKFE
BN HSIB KA.

Our primary source of revenue is net interest income, which is essentially the difference between interest
income earned on loans and interest expense owed on our debt. As interest rates are regulated by the
PBOC and we endeavor to match the repricings of our loans and debt, we do not believe that the Bank has
significant exposure to changes in domestic interest rates. To manage the risk of foreign currency interest
rate changes, among other things, we have entered into interest rate swaps and collars with other financial

institutions to hedge the risk to interest rate changes economically.

Other sources of revenue include dividend income, gains on investments, and commissions and fees. Dividend
income and gains on investments are principally related to equity investment holdings that were acquired
through debt-to-equity swaps with borrowers. The debt-to-equity swaps were conducted at the direction
of PRC Government in past years. We are actively engaged in the resolution and disposition of these equity
investments, which in some cases, require approval from the PRC Government. As part of our continuing
efforts to more efficiently deploy our capital, we are committed to seeking opportunities to increase

commission and fee income, through such initiatives as the expansion of our asset management services.



W53z

ARTEAR 2004 2003 T TR %
FEBA 71,994 59,167 12,827 21.7%
B H (40,953) (34,747) (6,206) 17.9%
F BN 45T 31,041 24,420 6,621 27.1%
FEE RN ST 290 116 174 150.0%
BEFIUTN 833 1,644 (811) (49.3%)
BEWE (#HK) 2,103 (821) 2,924 (356.2%)
ERAFAES (3,688) (2,829) (859) 30.4%
s (5,078) (4,266) (812) 19.0%
Hb (X&) A (204) 203 (407) (200.5%)
BRI 25,297 18,467 6,830 37.0%
FRigHt (7,888) (5,255) (2,633) 50.1%
T 17,409 13,212 4,197 31.8%

2004 FZ, FRB|ITRABHFHAART253/27T, BR2003 FIEKART68127T, 1BIRIL 37.0%, Bify
FHNEK, FESETRFARNEK (H2003 FRMART 11,399 {ZTiBK E 2004 FIRIART
14,095127T) UEBRPULF L BERGHKE . RINRANVLESE T RABAER. 55, BEEEM
= ERFARBKNREN, AFNRARFTRERE.
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Earnings
RMB in million 2004 2003 change change%
Interest income 71,994 59,167 12,827 21.7%
Interest expense (40,953) (34,747) (6,206) 17.9%
Net interest income 31,041 24,420 6,621 27.1%
Net fee and commission income 290 116 174 150.0%
Dividend income 833 1,644 (811) (49.3%)
Gains (Losses) on investment
securities, net 2,103 (821) 2,924 (356.2%)
Provision for credit losses (3,688) (2,829) (859) 30.4%
Operating expenses (5,078) (4,266) (812) 19.0%
Other income (expenses), net (204) 203 (407) (200.5%)
Profit before tax 25,297 18,467 6,830 37.0%
Income tax expense (7,888) (5,255) (2,633) 50.1%
Net profit 17,409 13,212 4,197 31.8%

In 2004, the Bank's pre-tax earnings were a record high RMB 25.3 billion, up by RMB 6.8 billion, or 37.0%

from 2003. The increase was principally due to the growth of our loan portfolio from RMB 1,139.9 billion

at the end of 2003 to RMB 1,409.5 billion in 2004, and gains on disposal of equity investments. The

disposal of equity investments also led to a decrease in dividend income. It is important to note that the

growth in our loan portfolio was achieved without any deterioration in asset quality.




FIRUIN S E0

ARMEAR 2004 2003 T THELLE %

ISUON
TR 68,780 56,565 12,215 21.6%
IEPP e 2,250 2,250 = -
FRURITRRIN 291 202 89 44 1%
IESRE 622 76 546 718.4%
Hfh 51 74 (23) (31.1%)
71,994 59,167 12,827 21.7%

FEXZH
RITEERABES 36,600 31,438 5,162 16.4%
6 H R 1T NI T 2R 3,739 2,918 821 28.1%
&R R E L FREI 613 387 226 58.4%
Hfth 1 4 (3) (75.0%)
40,953 34,747 6,206 17.9%
F R UGN ER 31,041 24,420 6,621 27.1%

2004 F AT SBMANIBKT 21.6%, XETBRHTRRFHYRFULK25.4%EHM. ATHHRESE. &
BT TS L 2003 F£F T B, 2004 £ 10 B 29 B ARRITEAENFI/FT 27 bp, BIZFE
AN HFERNRERMNBBN=EFBREM,

52003 FAHLL, FIBXEBHMERKT 17.9%, XERTHEFARBAUHERHHAT KE—HM.
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Net interest income

RMB in million 2004 2003 change change%
Interest income
Loans 68,780 56,565 12,215 21.6%
Cinda bonds 2,250 2,250 = =
Balance with the PBOC 291 202 89 44.1%
Investment securities 622 76 546 718.4%
Other 51 74 (23) (81.1%)
71,994 59,167 12,827 21.7%
Interest expense
Debt securities in issue and
subordinated debts 36,600 31,438 5,162 16.4%
Borrowings from other banks
and governments 3,739 2,918 821 28.1%
Due to customers and banks 613 387 226 58.4%
Other 1 4 3) (75.0%)
40,953 34,747 6,206 17.9%
Net interest income 31,041 24,420 6,621 27.1%

Interest income on loans increased by 21.6% in 2004, due principally to a 25.4% growth in our average

loan balance during the year. The average interest rate for loans decreased slightly in comparison with that

of 2003 as a result of increasing competition. The PBOC raised its benchmark interest rate by 27 basis

points on 29 October, 2004, but this did not have a significant impact on our interest income.

Compared with 2003, total interest expense increased by 17.9%, which was consistent with level of bond

issuance throughout the year required to fund our loan growth.




FEBRBNSE
FHEBBNATUL EFIBKART 1.74{27T, 188X 150.0%, FEFEEZ TN 2004 FHIHFEET X
RiEkEE, KNOXREERT LS BRESMEZRARR KERFRNZAEERERNBNERE™.

Net fee and commission income

Net fee and commission income increased by RMB 174 million, or 150.0% from the prior year. This increase
was the result of the Bank's strategy of promoting our asset management business. Our growth in this
business resulted, to a large extent, from increased loan participations and the management of loans for

other financial institutions.

BRFIMIN
BRABNEBZABTHENRERRAMRSORN D E. FRRTUEFREBRFES THT T RER.
BSERRE  BISXERSE, RNAHTLEMARES AR, BUSHRMN BN SHE HRAURH
R WRARFNNEERRTRF D EBRE VIR 2004 FRFIMMN T T 49.3%, FE 2 HT 2004
FHEBRITAZ R RS FIRE RN, 758 RIRE M 2003 FH A R 208127 T b £ 2004 F A R H 81
5z,

Dividend income

Dividend income represents dividend distributions in connection with our equity investments. These equity
investments are principally related to debt-to-equity swaps, which occurred in past years at the direction of
the PRC Government. Since we acquired these investments, we have been active in their disposal and
resolution. Dividend income every year is affected by the financial performance and dividend distribution
policies of the underlying companies, as well as the levels of our holdings. The decrease of 49.3% in 2004
was mainly due to the reduction in our holdings of equity investments from RMB 20.8 billion at the end of

2003 to RMB 8.1 billion at the end of 2004.
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BHEWE (HK)

2004 £, FHAVHIAT AR T 21 {2 ek R as, 2003 FAHENIRAMEAAART 8127, XLEWHTER

BTFATEBHNNTHRETLETHANART 139 ZTHRERE.

Gains (Losses) on investment securities

During 2004, we realised gains of RMB 2.1 billion on sales of investment securities, as compared to a loss

of RMB 0.8 billion in 2003. These gains related largely to disposals of equity investments with a carrying value

of RMB 13.9 billion in a favourable market.

Hitt (ZH) WA

ARMEAT 2004 2003 B TR %
PrESEMTRARIIAK

SESINE 274 193 81 42.0%

TR R R H At (478) 10 (488) (4880.0%)

(204) 203 (407) (200.5%)

HtMAEBR I FRBROTAFETEER T RARZFIES A AMEL NI RABRARC R (5 h—
TR, BZAATHTTESMIARS, TERTUETHREMFSXEHTERRE. 5UTEE—H,

2004 FXEZHHAEK,



Other income (expenses)

RMB in million 2004 2003 change change%

Realised and unrealised gains on
derivatives 274 193 81 42.0%
Foreign exchange (losses)

gains and other (478) 10 (488) (4880.0%)

(204) 203 (407) (200.5%)

Other income is comprised largely of net changes in the fair value of derivative financial instruments and
trading securities held by the Bank, as well as net exchange gains or losses. As a matter of policy, our
derivatives activities are limited principally to hedging foreign exchange and interest rate exposure. As in

prior years, these activities were not significant in 2004.

Bl H
ARTEAT 2004 2003 T TEhELE %
ANIL#H 538 398 140 35.2%
FEHEH 90 88 2 2.3%
IR FRE s 2 A 157 157 - -
B\ 4 & KN 3,528 2,938 590 20.1%
THEESRA 279 237 42 17.7%
Hith 486 448 38 8.48%
5,078 4,266 812 19.0%

2004 T RMITE W X H I 2003 FI1BK T 19.0%, KFIART 50.78127T, HEBEKFRAI T EWHE
S5RITHBRBMOT W, XERKEFTLBRTEWBRAMA LT ARIBINEREEX. T AL AEM
FEEHARTUYSHYT RSB A RFERGEMSIEH.
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Operating expenses

RMB in million 2004 2003 change change%
Staff costs 538 398 140 35.2%
Occupancy 90 88 2 2.3%
Depreciation and amortisation 157 157 = =
Business tax and surcharges 3,528 2,938 590 20.1%
Administration expenses 279 237 42 17.7%
Other 486 448 38 8.48%

5,078 4,266 812 19.0%

Operating expenses were up by 19.0% from 2003 to RMB 5.1 billion. This increase was consisted principally
of increases in business tax and surcharges. These increases were related directly to increases on our

revenue and staff costs. The growth in staff costs reflects the growth in our workforce.



v

ARTEAR 2004 2003 TEh THLLE %
#BrEait 1,574,482 1,279,167 295,315 23.1%
RN 1,409,479 1,139,938 269,541 23.6%

- BER 1,408,154 1,138,099 270,055 23.7%

- FraE e 1,325 1,839 (514) (27.9%)
BktRE, BT 103,154 103,016 138 0.1%
B3 44,071 29,890 14,181 47.4%
amEaEt 1,467,009 1,189,738 277,271 23.3%
a) H AR T FBUF AR 83,612 51,046 32,566 63.8%
RITRE 1,254,825 1,064,406 190,419 17.9%
-ERATHRTES 1,236,795 1,055,084 181,711 17.2%
-ERTHRTES 18,030 9,322 8,708 93.4%

RB S 20,006 - 20,006 -
FEENAEEIT 107,473 89,429 18,044 20.2%
SRR A 50,000 50,000 - -
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Financial Positions

RMB in million 2004 2003 change change%
Total assets 1,574,482 1,279,167 295,315 23.1%
Loan balance 1,409,479 1,139,938 269,541 23.6%
-Loans to customers 1,408,154 1,138,099 270,055 23.7%
-Loans to banks 1,325 1,839 (514) (27.9%)
Cinda bonds, net 103,154 103,016 138 0.1%
Investment securities 44,071 29,890 14,181 47.4%
Total liabilities 1,467,009 1,189,738 277,271 23.3%
Borrowings from other banks
and governments 83,612 51,046 32,566 63.8%
Debt securities in issue 1,254,825 1,064,406 190,419 17.9%
-Bonds issued in the
domestic market 1,236,795 1,055,084 181,711 17.2%
- Bonds issued in
overseas markets 18,030 9,322 8,708 93.4%
Subordinated debts 20,006 = 20,006 =
Total owner's equity 107,473 89,429 18,044 20.2%
Paid-in capital 50,000 50,000 = =
H L5t
ARTEAR 2004 7 Bk (%) 2003 HEE (%)
W& B FERRITIRIN 28,576 1.8% 16,143 1.3%
W, EE 1,389,186 88.2% 1,120,885 87.6%
SiAfRE, 2H 103,154 6.6% 103,016 8.1%
BE 44,071 2.8% 29,890 2.3%
Hith 9,495 0.6% 9,233 0.7%
1,574,482 100% 1,279,167 100%




#2004 FF R, ARBITHATSDMAART 15,744.812T, 52003 FIEK T 23.1%, BT REREA
EhARFRTLLERAN TR R 2003 FIEKT 23.6%,

RRUSFEARBIRZONAT LS B2 RMNBTHSLFRENEIEZNR. EBFNERTHBEK
MIES T, BMNESSEARRKARERKNEN, YRAHATLEEFNNTLELRE.

ARFRFHRNME, 2004 £ RRTEBINTEHRA, HIIHNPRR|OTEENRA.

Asset structure

RMB in million 2004 Composition(%) 2003 Composition(%)

Cash and balance with
the PBOC 28,576 1.8% 16,143 1.3%
Loans, net 1,389,186 88.2% 1,120,885 87.6%
Cinda bonds, net 103,154 6.6% 103,016 8.1%
Investment securities 44,071 2.8% 29,890 2.3%
Other 9,495 0.6% 9,233 0.7%
1,574,482 100% 1,279,167 100%

At the end of 2004, total assets of the Bank amounted to RMB 1,574.5 billion, up by 23.1% from 2003. Our

outstanding balance of loans, the majority of our assets, increased significantly by 23.6% during the year.

The Bank's lending operations, the principal means through which we fulfill our commercial and social
responsibilities, are the core of our activities. It is our intention to promote the continued growth of our
loan portfolio within the guidelines established by the PRC Government. In response to directives by the

PRC Government, we tightened credit and intensified our focus on lending to targeted industries in 2004.

In order to maintain a proper level of liquidity, the Bank increased short-term investments in 2004, especially

investments in PBOC treasury bills.
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AfREE
ARTEAT 2004 Bk (%) 2003 7 bk (%)
RiTES 1,254,825 85.5% 1,064,406 89.5%
REFfRS 20,006 1.4% - -
[m H AR T BT AR 83,612 5.7% 51,046 4.3%
ERER 95,935 6.5% 65,743 5.5%
Hib R 12,631 0.9% 8,543 0.7%
1,467,009 100% 1,189,738 100%

2004 F, MREHMAART 14,670. 1{Z25T, REFBRKT ART 27727125t 1BiEH23.3%, &
ROPVERASKBRAEEANBINTHRTRS. AFRROMEMSRIBERR T SRR
7. HESXESHIMRFEREERRNEIL,

Liability structure

RMB in million 2004 Composition(%) 2003 Composition(%)
Debt securities in issue 1,254,825 85.5% 1,064,406 89.5%
Subordinated debts 20,006 1.4% - -

Borrowings from other banks

and governments 83,612 5.7% 51,046 4.3%
Customer deposits 95,935 6.5% 65,743 5.5%
Other 12,631 0.9% 8,543 0.7%

1,467,009 100% 1,189,738 100%

Total liabilities at the end of 2004 amounted to RMB 1,467 billion, up by RMB 277.3 billion or 23.3% from
the prior year. While our principal source of funding is the issuance of bonds in domestic and overseas
capital markets, borrowing from the PBOC and other financial institutions is a supplemental source of

funds and is also integral to our relationships with these institutions.



®iTts

ARTEART 2004 2003 T TEILE %
BT 1,254,825 1,064,406 190,419 17.9%
SERATHRGES 1,236,795 1,055,084 181,711 17.2%
-ERTHRGES 18,030 9,322 8,708 93.4%
KBS 20,006 : 20,006 -
1,074,831 1,064,406 210,425 19.8%

RHFRTM 2003 FRMART 10,644.1 20K Z 2004 R AR T 12,748.3 27T, MR H 19.8%, 1%
BRAI T ERAL S X B T RAYIEM,

Bond issuance

RMB in million 2004 2003 Change Change(%)

Debt securities in issue 1,254,825 1,064,406 190,419 17.9%
-Bonds issued in the
domestic market 1,236,795 1,055,084 181,711 17.2%

-Bonds issued in

overseas markets 18,030 9,322 8,708 93.4%
Subordinated debts 20,006 - 20,006 -
1,274,831 1,064,406 210,425 19.8%

Total bonds in issuance during 2004 increased to RMB 1,274.8 billion, or 19.8%, from RMB 1,064.4 billion

in 2003. This increase reflected the growth in our loan funding needs.

REAFTRE

TRBRITHEGZ —RABREHR AU MR TRAAREINGRS . ALt BATETHEE RIS E
AERERMET 8% HRIRE K, 2004 FALBITRITT ART 2002 THRRA, 1EAMBHE A, 2004
FR, RERTEFIOUTERE, FRB|ONVAARTEE N 10.50%.

Capital Adequacy Ratio

It is the Bank's objective to maintain sufficient capital to absorb unexpected losses and meet its obligations.
In this regard, we are committed, at a minimum, to maintaining a capital adequacy ratio in excess of the
8% recommended under the New Basle Accord. In 2004, we issued subordinated debt of RMB 20 billion,
which qualified as supplementary capital. At the end of 2004, our capital adequacy ratio stood at 10.50%,
calculated based on the current guidelines established by the PBOC.
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Z3+FENRR. BEXARROUETHEINEEE Y - $EVBFERNRRSHTTHEESS
£k, Bit, RMNBVRETFREFEALFERNLTN BNEBRXITINEARSES, NMAEKT
BBEANNEERE,

2004 FEHEZFRMEKHX—F, TBRTUTHXMEMRERAFTEERK., BRERNEFT4E
TRIRWER, EREMBNE EANETBEBREKENER. ATERRILEFARSHELR, RER
FHET —RINRVREBRR N EFELFLARER FEFbaRETVRERS. ATHEBEFNS
B BERARBROERTRELSHEDTET AR, 8. AhMEEFTl.

LEoh, BT RIBITIHARICB CHES  FMEFXRENEHENLFXRTNAARCEEZHH LR,
2004 fF, ERARBRTHTNELVERITWERELEZBHNES. AREHE/NSE, BEEGE
BRAHX . RREE 2004 FRX D TR RBENR LD, BZERE KX ILE]700.7%, BRTELRTHE
@ E &SR Ep T R BN ERHEAR T, XFFH 2004 F£EEE 13N EM 3N BEERTRAL ITE.

EEAFVSR0MMFEARFARBOTULFERA—AZTR. AABRMNEETZHANTNNERAEEREN.
B RTINS RETRFTRAMEN, ISE5RTARNTRIEEREXE, 2004 F£, ERFLRT
ELMSREMINMEZT BERARKNASEERSER. EABFCEN R FIEF UM
—, BMNEXMTX "ThEHHRSESFUCMEFRIFEIESL" ARATRIIE, FHEE2005F
TRERZS.

ATHERBKE PEARRTBIEAEEENEER P RALFETHOTRARTR, ReFROES
SKRFURRSHREFANERBES TERNE D HHRN M XEBRAERMB NS TR ES
ERTRBTHERT ESHBK. I, BTAFEEHLRITRTT A EASHORBEFMIIRL T KE
METHZEES R BEXARABRTAREHLRTERBESNTES, RETHFMHART, BRONESE
BLIIMSERL T s R AT R, FE R AR FIERIEAKE.

During the past decade of innovation and evolution, we have developed a simple business philosophy that includes
two fundamental elements - (i) rigorous dedication to supporting the PRC government'’s infrastructure development
and social objectives and (i) the pursuit of commercial viability to maximize our funding capacity, act as a catalyst in
the development of modern financial markets in China and sustain our franchise in the long-term. In this regard, we

closely monitor changes in the PRC government’s macro-economic policies and the evolution of market trends.



Economic growth in China continued unabated in 2004 and was accompanied by sustained increases in
infrastructure investments in key industries and regions. While this growth generally had a positive effect on
the PRC economy, there were indicators of inflationary pressures, such as broad increases in raw material
prices. In order to provide for sustainable growth in future years, the PRC government issued a number of
policies intended to temper economic growth and create a “soft-landing”. In terms of the availability of
credit, these policies promoted targeted lending to select industries. Our response to these policies included

a more intense focus on lending to the coal mining, electric power, petroleum and transportation industries.

In addition, we remained vigilant in discharging our responsibility to help the PRC achieve balanced economic
development and to create more employment opportunities for the Chinese people. In 2004, our SME program
was expanded to borrowers across the country, from big cities to small towns and rural areas. Although the
outstanding loan balance in this sector at the end of 2004 was relatively small, it grew by an impressive 700.7% in
2004. The Bank also extended financing support to the Western Development Office (“WDQ") of the State Council
to fund planning activities for each of the 13 provinces and 3 autonomous regions in China’s western region

during 2004.

The robust development of our asset management business was one of the most significant developments
at the Bank in 2004. Because of our demonstrated competence in managing project finance credits and
the increasing demand for high-quality lending opportunities among Chinese commercial banks, the ability
to participate in our lending projects generated a significant level of interest. During 2004, we entered into
contracts with five financial institutions for loan participation and credit asset management services. Further,
as one of the pioneer banks approved by the PRC government to explore both Asset-Backed Securities
("ABS”) and Mortgage-Backed Securities (“MBS"”) opportunities domestically, we have completed extensive
studies in both areas. We are optimistic that we will execute the first such transaction ever in China during

the coming year.

In order to reduce the rate of inflation, the PBOC implemented a number of policies to effectively control
increasing liquidity in the domestic money market by reducing the levels of available funding in the inter-
bank market, increasing the required reserves on customer deposits, and raising the interest rate in the
fourth quarter of the year. These policies created challenges for us in terms of both the availability and cost
of our funding. In addition, CDB faced growing competition from commercial banks related to their significant
subordinated debt offerings during the year and the introduction of new money market fund products. In
spite of these adverse conditions, the Bank successfully completed its planned debt offerings during the

year and was able to minimize the related cost.
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Our Lending Business
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HE2004 R, BRARBOTNRARTLE 14095 ZTART, SEFRLBLLIEK23.6%, Hf,
SR EART A2, HELRHNS.7%, 2004 FRMT B A 4532{Z T AR TAIFH R,

ITRFEZRTAESTESFHIEFAR. BHE, BEMSERS. XERRBEREEENDKHE
BLA TR MRt

32004 £k, ERARBITNEMRE, B~ UFE~WATRERIAA 13973127, SRKEH
#999.1% M E.

BHMNERZHFHNWE N HETEENENTHBE  FRILFE-NFEARNERE EXTLARITEFER
AR B X PR A RS L P EBMNE R XS T RR ARBAA B R FUIEFERK. BRI RA1EAE
BHBE AT B EEE VIR EEREMET RMNORRLS ARBRATRFERPEK.

Lending Results

By the end of 2004, our outstanding loan balance reached RMB 1,409.5 billion, a 23.6% increase over the
previous year-end. Of the total balance, RMB 80.1 billion was denominated in foreign currencies, which
accounted for 5.7% of the year-end balance. New loan originations, totalling RMB 453.2 billion, were made

during 2004.

Foreign currency 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.

At the end of 2004, RMB 1,397.3 billion, representing 99.1% of our total outstanding loan balances, were

related to infrastructure projects, targeted basic industries and other key industries.

The projects supported by our loans affect every province and region across China, and touch the lives of
almost every Chinese person. Our funding to the eastern and coastal areas was higher than that for the
central and western regions, reflecting the more active business environment in these areas. We also made
substantial efforts to expand our lending business in the western provinces by helping local governments to

identify potential opportunities. Loans to the western region, though, have been steadily growing.



R XEE (X5 EZIRATEH)
BREAKDOWN OF OUTSTANDING LOANS BY GEOGRAPHICAL DISTRI-
BUTION (BASED ON PROJECT LOCATION)

I 2004 [ 12003
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EEHE
ATFRERTRRTBERARETER WS BIR, EEREARRMIEK S RS E 2004 £R5E
TRELAR. B, EBANERARSERTHELT, RNEENSISEMFLRTARNOETFE
HEFRR, URSEFBEXINRTOHSTERE. AXEXST, RINRENERA~NEENT.
BE2004 5K, EEATLHM (FRINED) KF778ZTART, LLEFHEKT 463.6%,. 2004 F, H
RIARBITERIT BHA 232t ART A= EERSBA.

Managed Assets

In support of our strategic objective of expanding our credit asset management business, transactions in loan
participations and co-financing grew tremendously in 2004. We also arranged, in a number of cases, for other
commercial banks to provide bridge loans to our clients in order to satisfy their requirements and raise our social
contribution in cases where we were temporarily constrained by PRC government imposed lending limits. In all
such cases, we maintained the management rights to the lending relationships. At the end of 2004, our total
managed assets, which are recorded off-balance sheet, reached RMB 77.8 billion, representing a 463.6% increase
from the previous year. We also recognized fee income of RMB 230 million on the services provided with respect

to these assets during the year.

RHERITUSF

Our Investment Banking
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Wt 55 Bt o]
WEMaYSRETARTELSH—PEERD W KZEAREFERRX ERITEBEFHERE
FHER., EARFKFARRITHET S XA KIEH—E85 . 2004 F3RAVET 22 M 55 Bie) THEHLH &
RENEFEEFHE. MAMSHERSNE, AFFRESHASHRS. BIMSHERS . ZUE
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Financial Advisory Service

Financial advisory activities have always been a key component of our intermediary services and they have a
profound impact on the long-term development of our Bank, by enabling us to better understand the needs
of our clients. As part of our evolving strategy to improve the quality of our customer service, we focused on
restructuring the financial advisory service function in response to the changing needs of our clients. During

2004, we established several new business processes and redesigned a number of policies in this area. These



changes allowed us to develop closer relationships with our customers, which directly resulted in more oppor-
tunities for new loan originations. Our financial advisory services are typically targeted at assisting our clients
to improve their corporate governance, as a basis for effectively supporting their increased financing needs. In
a meaningful way, our financial advisiory services contributed directly to both the improvement of our asset

quality from the “bottom up” and the resolution of non-performing loans.

In addition, to improve the collaboration between the head office and branches, we focused our resources
and efforts on the top-ten targets in three areas - top ten cities, top ten clients and top ten projects. We
completed 14 target projects during the year. During 2004, our branches conducted 68 advisory projects,

in support of lending agreements totalling RMB 248.1 billion.
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Debt-to-equity Swaps

The focus on our equity investments over the past year was predominantly on resolution and disposition. We
disposed eight equity investments, with total value of RMB 16.1 billion, recovering 97.6 % of the original
investment amount. During 2004, our equity investment in Sinochem Corporation was repurchased by its
shareholders, with a realized gain of RMB 1.5 billion. At the end of the year, we held investments in 12

entities, with total value of RMB 8.43 billion, and our intent is to dispose of these investments.
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Bond Underwriting

We continue to be one of the largest debt underwriters in the domestic bond market. In 2004, we completed
six successful offerings with total amount of RMB 1.7 billion. We were the lead underwriter on one offering
and co-lead underwriter on the other two. We recognized RMB 17.1 million fee income for our underwriting

services for the year.
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Fund Management
Following the success of the Sino-Swiss Partnership Fund (“SSPF”), ASEAN China Investment Fund L.P.
(ACIF) and China-Belgium Direct Equity Investment Fund(CBF) were established with CDB participating as a

sponsor on behalf of the PRC government.

The ACIF was formed for the purpose of promoting economic and trade cooperation among the 10 ASEAN
countries and China. Itis managed by the UOB Venture Management Co. The CBF was established principally
for the development of the SME sector in China, and is actively managed by Haitong-Fortis Private Equity

Fund Management Co., Ltd..

The Sino-Swiss Venture Capital Fund Management Company (“SSVC”) has been focusing its efforts in

managing the projects funded by SSPF and is searching for new investment opportunities.

Box 1: Lending to Small and Medium Sized Enterprises
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For some time, we have been exploring ways to meet the funding needs of the small- and medium-sized
enterprises (“SMEs”). This has been difficult since many commercial banks have experienced high levels of
non-performing loans in this particular sector, largely a result of the lack of a well-established credit
information system in China. However, the experience of many developed countries has indicated to us
that SMEs are a significant source of jobs in a growing economy. We have little doubt that they will be the
part of the solution to a number of social challenges related to the urbanization of rural China and the

privatization of small- to medium- sized state-owned enterprises.

As a PRC government development bank, we believe that we have a special social obligation to promote the
growth of this critical economic sector and we recognize that this will involve taking on risks that other banks
are unwilling to take at this time. We understand that we will have to develop policies and processes that will
enable us to properly assess and manage the risks related to SME lendings in order to properly balance our
social and commercial objectives. Unlike many commercial banks, we do not have a large branch network.
Any foray into SME lending would be fundamentally flawed without the ability to manage the origination and
administration of SME loans close to the borrowers. The only way to achieve success in this sector is to
combine our capacity to fund a substantial SME funding initiative with the development of a network and

credit culture to support proper credit risk management. This is quite challenge.

The creativity of our professionals is unlimited, however. Our loan officers and credit administration
professionals have designed a platform through which lending to SMEs can be affectively and profitably
managed. This platform relies heavily on the support of local governments, through loan guarantees, and
on the credit history of distinct local groups of SMEs, rather than a single borrower. These SME groups,
with the assistance of local governments and commercial banks, form associations. Each participant makes
a commitment to repaying its loans and allowing their repayment status to be transparent to other members.
In addition, each participant contributes a certain percentage of its loans to a reserve fund that serves as
collateral to the borrowings of all members within the association. Through this arrangement, SME borrowers

face social pressure to remain current on their obligations.

At the end of 2004, our lending to SME’s totalled RMB 4.5 billion.
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Box 2: "Go Globalization"
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In nearly 30 years of economic reform and development, China has been through tremendous changes faster
than anyone has expected. The flood of inbound capital investment has made China the number one
manufacturer in the world. This has enabled China to develop a high-quality workforce of individuals with a
broad range of expertise and skills. In recognition of the benefits of globalisation and to promote the continued
growth of our economy, a number of large Chinese enterprises have reached the point of expanding their

business overseas. This outward expansion is also consistent with our government’s strategic policies.

A number of Chinese enterprises have been exploring opportunities overseas and some of the potential
projects are relatively large. The high risk inherent to such projects and their relatively large borrowing
requirements have made many commercial banks uncomfortable about participating in their funding. Many
of the enterprises in search of financing for outbond investment have turned to us for support. In reality,
these projects are typical of the development financing that we typically undertake and we are well-positioned
to be of service. We are known to have both the adequate resources to fund these projects and a

demonstrated track record of achievement in effectively managing the credit risk.

Government policy and market needs dictate the focus of our financing activities in this area. Our
management made a strategic decision to support a certain number of organizations in their overseas
expansion. These organizations include: Petro China, Sino-Chem, China Minmetals Corporation, CITIC
Group, MCC Group, and China Construction Group. In 2004, we made lending commitments in the amount
of USD 780.0 million to these organizations to support the overseas expansion of their businesses. With
our strong funding capabilities and firm commitments, these organizations were even more confident in

their ability to succeed in their overseas development.
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Construction Projects for 2008 Beijing Olympics
Construction for the 2008 Beijing Olympics is
one of the primary tasks for the Beijing municipal
government in the coming years, and is also a
focus of our Bank. As the key financial advisor
and funding source for the Olympic construction
projects, the Bank has fully leveraged our
resources to provide broad support to Olympic

construction projects.

The Banking Department at the Head Office is

now working with a total of 27 Olympic
construction projects. The total funding needs for these projects amounts to RMB 107.3 billion, of which
the Bank has made commitments to provide RMB 43.4 billion. By the end of 2004, the Bank had signed
loan contracts for RMB 33.5 billion and funded a total of RMB 24.3 billion. Of these projects, there are six
Olympic stadium and gymnasium construction projects, including the National Stadium located in Area B
of the Olympic Green, National Gymnasium and Olympic Village, Olympic Green, and Beijing Wukesong
Culture and Sports Center. The other projects relate to auxiliary urban infrastructure and facilities projects
for the Olympic Games, such as the expansion of Beijing Capital International Airport, the construction of

Beijing expressways, and the rebuilding of the city roads.
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Inner Mongolia Prairie Xingfa Co., Ltd

Inner Mongolia Prairie Xingfa Co., Ltd (“Prairie Xingfa”) was established as part of PRC government’s
agricultural industrialization strategy and has become a leader in the agricultural industry. The company’s
primary product lines include staples such as broiler chickens and mutton. Its brand has become a household

name to many ordinary Chinese families and it recently completed a domestic initial public offering.

For the past decade, CDB has provided strong support to Prairie Xingfa, including loans to finance a number
o of significant initiatives like the Ten-Million Broiler Production System

l Auxiliary Construction Project, the Inner Mongolia East Prairie

Construction and Mutton Sheep Industrialization Project and the
Inner Mongolia Mutton Sheep Industrialization and Ecosystem
Construction Project. These projects have enabled Prairie Xingfa to
expand its production scale and streamline its operations to fulfill

the rapidly increasing demand for its products. In aggregate, the

funded loans to these projects total RMB 310.0 million.
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Jiangsu Tianwan Nuclear Power Plant
Jiangsu Tianwan Nuclear Power Plant is locaed
in Lianyungang, Jiangsu Province, on the Yellow
Sea. The rated capacity of this state-of-the-art
nuclear plantis 4,000,000 kilowatts, with the
potential to increase its capacity by an additional

4,000,000 kilowatts, through the construction

of additional generators. The first phase of
construction represents a total investment of RMB 26.5 billion. Construction on the project commenced in
October 1999 and the plant is expected to start full commercial operations at the end of 2005. This project
is a key element of the Sino-Russian strategic partnership, and is also a major energy cooperation project in
the Ninth Five-Year Plan period. This project will help streamline the energy infrastructure in Jiangsu province
and the East China region. It will also support the economic and social development, and promote broader

cooperation between China and Russia in the peaceful use of atomic energy.

Our Bank has made a commitment of RMB 5.1 billion for the plant’s construction. By the end of 2004, the

balance of the outstanding loan had reached RMB 4.2 billion.

45



46

A& R % | Our Growing Business

FE—FREHERSEMIZ DR
BERREABEZLATESRATERASA (10+1) 2 RN, BSRERMIETEM 2004 %
£, SE 1 AEMESTERNPE - RRBES (HF B8 NEFAEHE. BHLSERER
E5EEANRARNSKNENRHTE, FARBARGDEA, BFRAEFAL LERTREN
FRAENRRS SRR, HEEMRPRAORL,

004 FRTNBTTEHNER, BRE ARTHE -FRESSEMREHERHER62/Z7T.

rEETRE-FRABRSEMERENE, 882 8. SRRERFLRE. BHERTR. HER
P.ORRME. KA EMRE. RERREXEMEE. BIRERGEEERSERAGS. ZME 2IRF 8
T, BE2004 FK, BROTEAZMBERMER LT, BIRT 2004 FERE "BES" BRINED.




Infrastructure Construction Project for the China-Asean Expo
In response to the proposal of Premier
Wen Jiabao at the 7th China-ASEAN
Leaders Meeting (10+ 1), the State
Council announced that the China-
ASEAN Expo (the “CAEXPO") will be
held every November in Nanning,
Guangxi province, starting in 2004.
From an economic perspective,
CAEXPO will serve as a merchandise
exchange platform for China and
ASEAN countries, as well as countries
in other parts of the world. The
principal objectives of CAEXPO are to
expand investment within the region,
attract global capital and encourage
domestic enterprises to expand operations overseas. It will also provide a stage to showcase the achievements
of cooperation between China and other ASEAN countries. In addition, there will be discussions around

the creation of an ASEAN free trade zone.

The Bank, at the request of Nanning municipal government, agreed to provide RMB 6.2 billion in loans to

finance the CAEXPO infrastructure construction project in 2004.

The CAEXPO infrastructure project is comprised a broad range of municipal construction projects including
airport expansion, exhibition facilities, peripheral renovation, urban roads and bridges, environmental
protection, tourism facilities, water conservancy infrastructure, the ASEAN International Park infrastructure,
communication assurance and comprehensive information service systems. The total investment in these
projects is expected to be RMB 9.8 billion. By the end of 2004, our loans to the projects reached RMB 3.3

billion, which will ensure the success of the first CAEXPO.
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China Network Communications Group Corporation
China Network Communications Group Corporation (CNC) is a large state-owned enterprise established in
May 2002, through a spin-off from China Netcom, as part of the PRC government’s reform of the

telecommunications sector. CNC is one of the four largest telecom operators in China.

CNC has a well-established partnership with the Bank. The total outstanding loan balance for the consolidated
CNC group was RMB 12.0 billion at the end of 2004. The loans were underwritten principally to support
CNC's internal restructuring and integration initiatives in 2003, which enabled CNC to successfully sell

equity shares through an initial public offering in both Hong Kong and the US in November 2004.

The Bank provided significant support to CNC to help it expand its telecom network. One of the projects
that CDB supported was the high-speed internetworking construction project (“CNCNET”) in China. The
CNCNET is a new generation IP Over DWDM full fibre network, serving as a foundation for providing world-
wide high-speed internet access. CNCNET provides for
the transmission of high-quality audio, multimedia and
commercial video data and batch data transmission.
The network has commenced operations as planned,
and has proven to be a successful step towards
improving information flow in a rapidly changing

environment, which is critical to the continued

economic development and social progress in China.
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OUR DIVERSIFIED FUNDING
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Debt issuance is the primary source of funding at CDB. In 2004, our cumulative debt issuance since our
inception passed the RMB 2.0 trillion mark, a milestone with profound significance in the history of our
bank as well as China’s debt market. Over the years, CDB has established credibility in the domestic debt
market, and our bonds are sought by a wide range of investors, not only because of our quasi-sovereign
credit rating, but also because of our demonstrated record of innovation. Our bonds are structured with
features and maturities that appeal to broad range of investors with increasingly complex needs. Over the
years, we have played a significant role in the development of China’s debt market, especially in our continued

effort to promote more market-oriented mechanisms.

The amount of debt issued by us is largely dependent on the funding requirements of our loan origination
activiries. During 2004, CDB issued debt securities totalling RMB 360.0 billion. Supported by our strong

credit rating and sound financial position, we were able to maintain funding cost at a relatively low level.
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Subordinated Debt Issuance
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With approval from the CBRC and the PBOC, we issued RMB 20.0 billion in subordinated debt securities on
24 December 2004. This was the first time that a policy bank was able to raise its secondary capital, and
thus improve its capital adequacy, through the issuance of subordinated debt in China. Through an open
bidding process, we attracted key investors, such as China Life Insurance, National Post Savings, commercial

banks and securities companies.
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Foreign Currency Funding

2004 £ 9 A 28 H, FAMINAANXRTTT ME 6 {ZETH T+ EHERTHRFMN{E 3.25{ZERTThI 5.5 F
HRTis. IS EERARRTA 199 FEHREREFRAATS. Kbz, ZHREERFLAR
TERRTRTRS. HARVBRZEERNSE - RETRITHRFHLE.

ERBEEFERTERRRERR ZRIL, ETBEFMRTRSFDFITLI 2.5 FM1.75 FaBFAME. Ex
TFRBITRINHRS] T EFRYIGIAT T I 50% 19fiss. RMMRE] T XS HIRARE BRAMBRT. &
FEEASNRREASE, TUBIN, RENRNRTRAT BFRTHNERTRBTREFNY S LS
HALAYIA T,

20044 12 A 28 B, BAEEARGETHRNET T M5 LETMBHNETHS. 1P, 5EHTIH
FEMGS 42257, SEPERARES 1 ZE7%. RERFHNBEERE—LHNETHEZENE
SRES, REFEEART. BROESG. BELES. RRAT. EAADNRRGEENFE
B I A B RRARIALL 41222 70 T A FIR A 5 B AA 1 568, 112 2 72 B FIR (R 5 BB ATA I 345,

On 28 September 2004, we successfully issued US$ 600.0 million in 10-year bonds in the US and offered
Euro 325.0 million in 5.5-year bonds outside of the US. This global offering marked our re-entry into the
global capital markets. Our last such offering occurred in 1999. In addition, this was the first time that
CDB issued Euro denominated debt and we are only second entity in China, after the MoF, that has ever

issued such debt.

Both issuances were well received by international investors. The USD bond and the Euro bond offerings
were oversubscribed by 2.5 times and 1.75 times, respectively. We succeeded in attracting close to 50% of
the total subscriptions from large international institutions. We also managed to attract a diversified pool
of investors including leading global banks, asset management firms and insurance companies. The success
of our debt issuance overseas demonstrates the level of confidence that investors have in our track record of

performance and our financial position.

50



On 28 December 2004, we successfully issued USD 500.0 million of debt in the domestic inter-bank market.
Of this amount, USD 400.0 million and USD 100.0 million were in the form of 5-year floating rate bonds
and 3-year fixed rate bonds, respectively. This represented the second time that we issued foreign currency
debt in the domestic market since 2003. Like our international offering, our domestic offering attracted a
range of investors including state-owned banks, joint stock banks, city commercial banks, insurance
companies, securities firms and foreign bank branches in China. Both the 5-year floating rate bond and the

3-year fixed rate bond were oversubscribed by 1.5 times and 1.3 times, respectively.
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Innovative Funding Products
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We have long been recognized as the “pioneer” in the domestic debt market. In 2004, we continued to
explore opportunities to introduce new products to the market. During the year, we launched a new
floating rate bond in which the interest rate was tied to the 7-day repurchase rate on the inter-bank
market. This interest rate arrangement is very sensitive to market fluctuations, and is welcomed by short-
term investors, including some of large domestic money market funds. In addition, we issued two bonds
with interest rates determined through on a bidding process during the year, as well as a rolling bond with
forward delivery option. These innovative products, which are also extremely sensitive to fluctuations in
market interest rates, were very attractive to a growing number of investors with complex investment needs

and objectives.
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RISK MANAGEMENT
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We are exposed to three major business risks:
« credit risk
- market risk

- operational risk

We believe risks are most effectively managed through the following principles:
- proper risk governance
. continuous evaluation of risk appetite and risk limits

- practical approaches of risk assessment and measurement

For a number of years, we have been following the above principles to develop and refine our risk management
function. In 2004, we continued in these endeavors. Notably, we created the Risk Management Committee
("RMC") to establish risk management policy for the Bank. There are three sub-committees reporting to the
RMC. These include the Credit Risk Management Committee (“CRMC"), responsible for the management

of credit risk; the Asset Liability Management Committee (“ALMC"), responsible for market risk and operational



risk management; and the Loan Approval Committee, responsible for the final approval of loans.

In 2004, we also made further progress in the development of risk measurement tools and methodologies.
For example, we started the development of an internal risk rating system, which included research on and
analysis of the application of economic risk capital principles at our Bank. With the help of international
consultants, we designed a basic framework for the measurement of economic capital that addressed the
effect credit, market and operational risks. We also completed a preliminary calculation of risk adjusted

return on capital (“RAROC").
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Credit risk is the risk of loss that a borrower or a counterparty may not meet its obligation according to the
original contractual terms of its facility with CDB. The Bank is exposed to credit risk through its lending,
trading and capital markets activities, and it is the most significant risk faced by the Bank. Our credit risk
management has the following unique attributes:

« Dual approval system

« Advanced loan rating techniques and methodologies

« Credit limit management

- Portfolio management

« Early warning system

- Robust collection efforts
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Dual Approval System

The credit risk of each individual loan is managed by a dual rating system - the borrower’s rating and the
facility rating. The Credit Risk Management Committee (“CMRC") assigns the credit rating and lending
limits at the individual borrower level. Each loan application must meet both the credit rating requirements
placed on the borrower and fall within the lending limit in order to be processed. The final approval
authority for individual loans rests with the Loan Approval Committee. The CRMC continues to monitor the
business development of borrowers, reviews the borrowers’ ratings and lending limits on a quarterly basis,

approves the overall borrowers” analysis, and adjusts the credit rating and limit annually, if necessary.
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Advanced Loan Rating Techniques and Methodologies

Our internal risk rating system, designed in 2003, was proven to be effective in practice this year. In 2004,
we enhanced our internal risk rating processes, methodologies and calculation standards in accordance
with the New Basle Accord. We also collected and processed additional data related to the performance of
our loans, as well as refined our calculation of Probability of Default (PD) and Loss Given Default (LGD). We

established a policy to limit LGD to 1% for every new origination.
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Limit Management
In addition to using credit ratings to manage credit risk, we established various limits by industry, geogra-

phy and customer. Through strict adherence to limit management policies and procedures, we were able



to maintain our credit risk within acceptable tolerances. At the portfolio level, we also set risk limits and
concentration targets for each industry and geography. These concentration limits were strictly adhered to

on a bank-wide basis during our underwriting process.
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Portfolio Management

Our portfolio management is built on adherence to exposure and concentration limits. During 2004, we
performed quarterly analyses on the entire credit portfolio. In addition, we undertook a thorough analysis
of industry risk correlations, intended to reduce industry risk to the lowest level possible. As a result of our
study, we adjusted our industry structure slightly in order to achieve a better risk-based return, and

strengthened the risk management on related parties and group customers.
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Early Warning System

We view our early warning system as one of the most important aspects of good credit risk management.
Our early warning system is built on effective communication among various business and risk manage-
ment departments, as well as between the head office and our branches. Our analysis by industry, geogra-
phy and borrowers combined with a continuous monitoring of collateral, as well as the quick reporting

system for major borrower events, form an effective early warning system.
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In 2004, we began a bank-wide exercise of preparing a three-year rolling forecast on asset quality. This
exercise identified the possible adverse impacts on asset quality due to changes in the macro-economy,
shifts on government policy, and delays of project constructions. The compilation of information started at
the branch level and was summarized and verified at the head office. The overall analysis gave the Bank a
clear view on relevant trends and allowed our senior management to take early actions to prevent

potential losses.
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Robust collection efforts

Our collection efforts on non-performing loans has been rigorous throughout the past years and continued
to be so in 2004. These efforts contributed significantly to the reduction of our non-performing loan ratio
in earlier years and we recognize the need to continue our intense focus in this area in order to maintain

our low level of NPLs.

BRERE
Asset Quality
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Our asset quality continued to improve in 2004. After five years of decline in both absolute and relative
levels of NPLs from 1998 to 2002, our NPL ratio has gradually stabilized into a range of between 1% and 2%,
which is consistent with the performance of leading global banks, where NPL ratios are generaly within a
range of 0.5% to 3.0%. At the end of the year, non-performing loans stood at RMB 16.6 billion, or 1.2 % of

the total loan portfolio, down by 0.1 percentage points from a year ago.
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2004 2003 2002 2001 2000
4250 16.6 15.2 15.9 29.5 58.2
tbE 1.21% 1.34% 1.78% 3.96% 8.78%
HE12H31H
BITU ST AR R SRR
v
Rid & Bh B i Hith 2t
4250 7,376.5 3,541.6 2,699.4 1,176.8 1,817.4 16,611.7
tbE 44.4% 21.3% 16.3% 71% 10.9% 100%
HE20044£ 12831 H
Mfr. AR
Rid & Bh M B i Hith 2t
4250 3,913.8 3,204.3 998.6 1,842.5 5,256.4 15,215.6
tbE 25.7% 21.1% 6.6% 12.1% 34.5% 100%

HZ=2003F12 831 H
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Non-performing Loan
(Balances are in billions of RMB)

2004 2003 2002 2001 2000
Balance 16.6 15.2 15.9 29.5 58.2
Ratio 1.21% 1.34% 1.78% 3.96% 8.78%

Non-performing Loans by Industry

(Balances are in millions of RMB)

Transportation Manufacturing

Electric Power

As at 31 December

Agricultural Other Total

Balance 7,376.5

3,541.6

1,176.8 1,817.4 16,611.7

71%  10.9% 100%

(Balances are in millions of RMB)

Transportation Manufacturing

Electric Power

As at 31 December 2004

Agricultural Other Total

Balance 3,913.8

3,204.3

1,8425 5256.4 15,215.6

121%  34.5% 100%

As at 31 December 2003
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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.
At CDB, we are exposed to the following types of market risk:

« interest rate risk

. currency risk

« liquidity risk
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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 or future earnings of
CDB. There are four types of interest rate risk faced by the Bank: (i) replacement (or duration mismatching)

risk, (i) yield curve risk, (iii) basis point risk, and (iv) option risk.

Our management of interest rate risk is primarily achieved through gap analysis performed on sensitivity,
duration and fair value. We also hedge some of our interest rate risk on long-term fixed rate debts
denominated in foreign currencies with interest rate derivatives such as interest rate swaps and collars. In
2004, we further strengthened our bank's capabilities on the identification, measurement and monitoring
of interest rate risks through a formalized bench-marking system that was customized to the unique

operations of CDB, while in alignment with the framework recommended by the New Basle Accord.
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Currency Risk
Currency risk is the risk of loss arising from the fluctuation of exchange rates. We utilize appropriate
derivative instruments, such as forwards, swaps and other financial products to effectively hedge and manage

currency risks.
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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. ALMC monitors liquidity risk through periodical meetings and reviews of the asset/
liability structure. Our primary funding source is the domestic bond market. Changes in the PRC government’s
monetary policies and market expectation of interest rate are all important factors that could adversely
affect our key funding source. We have also established a forecasting system related to our funding needs
that provides information to management on future cash flows of one week to three months. This system
allows us to make perform efficient liquidity planning. We generally manage short-term liquidity in the
domestic short-term inter-bank markets, through such instruments as inter-bank lending and discounted
bills. In addition, the PBOC has made a commitment of helping us to meet any short-term funding needs

that may arise.



Our maturity 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 issued. In 2004, we
faced more challenges in managing the maturity gap as the terms of our bonds issued in the domestic
market had to shorten as a result of the competition. Our management took effective action to control the
widening gap of maturity by adjusting our loan structure and issuing bonds with longer term. Through

such efforts, our Bank’s average maturity gap was maintained at+0.23 years at the end of 2004.
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Operational risk
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Operational risk is the risk of loss arising from failed internal control process and/or systems, human factors,
and/or external events. Our bank has established a complete internal control system to effectively identify,
measure, monitor and manage operational risks on a timely or continual basis. In 2004, we made continued
progress in achieving a better control of our financial and operational risks. During the year, we improved our
core accounting system and financial system in order to standardize the accounting to new business, strengthen
a more centralized control over information and budget of financial resources. We are also working with
international consultants on the design of a management accounting structure that matches the business

nature and operations of our bank. We hope to complete the IT implementation in 2005.

All of our departments are required to establish and implement comprehensive sets of policies and procedures
within their operational areas, and evaluate the effectiveness of their internal controls on a periodic basis.
Our Internal Audit Department performs regular examinations on compliance with the Bank’s established

policies and procedures in all departments at the head office and all branches of the Bank.
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HUMAN RESOURCES
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As always, our management places a special emphasis on building the best professional team in China. In
this regard, CDB’s human resource function and our staff training programs receive the attention of CDB’s
top management, as we view the development of our people as an extension of our special social
responsibility. We have dedicated our efforts in this area to creating training programs that will promote
the professional development of our people and be responsive to changes in our markets. We have also
designed a performance and compensation management program to both establish a link between
performance and pay and to improve accountability throughout the Bank. In this regard, we want to

recognize the value of individual performance.
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Enhancement of accountability and international benchmarking
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In 2004, through the establishment of a review and approval committee, we made further refinements to
our organizational structure and personnel deployment. In addition, we redefined and streamlined our
business processes. For the first time, certain functions were outsourced. International best practices and
methodologies in human resources management were introduced to the Bank. These include a
comprehensive evaluation of employee positions and individual accountability throughout the Bank to
enable us to better transform bank-wide strategic visions into clearly defined perfomance targets for every
individual. All of our efforts were aimed at improving the Bank's strategic execution and responsiveness to

challenges, enhancing performance, and achieving international benchmarking targets.
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Development of top quality talent
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We developed a skillset database to encourage professional development and to monitor the development
milestones achieved by our dedicated professionals. This database will also enable us to better match
employees to open positions. Centralized deployment of bank-wide human resources was strengthened
and streamlined to facilitate the development of our core banking businesses. Exchange programs with
other governmental organizations and customers were deepened, which created more opportunities for
our staff during the year. In addition, we made significant efforts in changing the traditional governmental

style of promotion system, and created new career paths for technical professionals.
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Innovation on management of human resources-Position, Performance and Pay
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Our performance measurement process was further refined to more precisely assess individual competencies.
Better understanding the capabilities of our employees is essential in an increasingly complex environment
in which we are developing new products and services, such as the asset management business. The
Performance Appraisal Meeting approach was set up to upgrade the internal management of performance
assessment. Our employee benefits were also improved to ensure that we remain competitive in the human

resources market.

In 2003, working closely with international consultants, we started a program to establish an enhanced
performance measurement and compensation system that linked each of our employees’ compensation to
their responsibility and performance. In 2004, we made considerable progress in the implementation of

the newly designed 3P system. We redefined job responsibilities at the individual position level, formulated
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performance evaluation indicators and established compensation links During the year, we also developed
transition plans towards the full implementation of the 3P program, which will occur through a series of
manageable steps to minimize any potential unintended effects. The compensation system innovation was

carried forward and the level was steadily raised.
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Establishment of training centre in Shenzhen
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In the second half of 2004, our training centre based in Shenzhen commenced operations. This is the first
off-site training centre ever established by CDB. It offers a wide range of high quality training courses to
our employees, and provides opportunities for our staff to exchange ideas with experts from both through-
out China and around the world. Since its opening, we have conducted a number of courses on banking

practices for our front-line staff at the Shenzhen training centre.
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Overseas training for senior professionals
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To further enhance the professional knowledge and English proficiency of our senior and middle management,
we collaborated with the University of lllinois in organizing training courses for our senior professionals in
the United States in 2004. The content of these training courses was comprehensive and covered key
banking processes and products relevant to CDB, as well as current trends and new developments in the
global financial services market. Initiatives like this, which require the attention of senior management and

substantial resources, emphasize our dedication to offering truly world-class training to our employees.
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Cooperation with domestic research institutions and universities
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To leverage their academic and research capabilities, we formed partnerships with some of China’s premier
national research institutions and universities in the design and delivery of certain business administration
and leadership enhancement courses. A significant number of our senior and middle level management

personnel benefited through their attendance in these partnership programs.
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Building a language talent pool
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In line with our objective of supporting Chinese companies “going abroad” and to facilitate communication
with members of the international financial services community, we have identified a pool of employees
with sound English language capability through formalized examinations across the Bank. The examinations
also helped us to develop a better understanding of the level of proficiency in English among our staff. The
professionals identified as having the requisite level of English proficiency will be taking on more responsibilities
in areas that require English language skills. They will also assist our training department in the development

of tailored English training programs for the rest of our employees.
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W& RMEEMrimetL i 12,281 10,638
EVRERINEENMIRE 18,874 8,236
FRUERINEENIRT 31,155 18,874
NERERITER
2 F 2 70,715 57,757
FAEF S (37,352) (30,756)
AERME WL ENERED:
FRA L B AN G ANAN 25 MR R 1,924
BRANEE RBUR D AN 2 MR T (9,557) (13,901
Fil Bk A& AN A K EREFR (311) (648
MR S RBENEREZAN (107
TR & W7 R & A TR (9,868) (12,732
ES IR R A RS TR RAIE R ER o
7K. BT ZMEN: FRE




K FFEIRIT
2004 F E it R M £
(A5 BLERRSN, MBI HARTEAT)

1 FEBRREELSE
BERARBROTIUATER AT )RETEARKMEWUTER T E)RINERBR SR, ML
F1994F781H, R EMMUA . PEIERTABXERITINRE 29 5,

ATHNERREZTBE @ BFLF R RIS WBSR S FHOE R B R T USR5
RE ATHINERVSHBLEER S, mEREMIRE. B0~V AR W BRENE ZRA
TRH: ERASHNTRNERBEENINARTH LELTAIG GRS, MINEBN. EFEsIETMENS
VRTER. B, ATERETERAZE.

BilE 2004 12 H 31 H, Af73£FH 4,678 R T (2003 . 4,224 ),

2 FEZVREW

ERFASITHRRE, TEXHT UATSIHRD.
A ZmEIEA

SUHRFEZER (BERUSREEN) &HH ., BIFHERE. XFUATERXFUNFNGTEEHTR
RARMETTES, EMBERHERARARMITE,

HHEFEANRTRUPRITRE, BREYSREAFWR U REERR ~MAGHREEH. LFE
PR AR EE UK AR R RS HAE I A TR A B4R & S A ETUE AT N . EXSTHET &
FORFBEMRFHEERANTESHTALNANEBITH A, ZREPRERTUNT W, RE
EEEMNGITRETHEEZRNAEMRER, SATEEN SFIBERAEMHBHNARBELNRENRME A,
BRXGERFRLTESHITHFEEZR.

ERSITENZERES AT T —RIFHANTETHERST AN, 8 T2005F1 51 BERER. &

7L 2004 FF 12 B 31 B LM ST FEERE PR R AXLEHFHANSETHEFRSITHEN. &7

EZF MBI EX L MBS TR AN, BT AN XLEANRENELEMRAM SR RE
FIEH .
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X ITZRIT

2004 F E = it i R M iE
(BRESBLEASN, SMBRHARTELT)
2 FELWEN (8

B SMAHiE

ATUPEEERHART ALEKAMT.

SINPRPUR P EBERPCRIEK, AR S~ AR AR ERAEEAMSIND A BN EHERTS
R E AT KA AL = A BYIE SRR S MR R 0 BRI 5 2 B A~ 7 ik B B RTE AT
*x.

BRAAMETENFENMIESMEMETHESRASNTEEFOIA LR KENREK.
C f{T&&mMIR

PTESRMTIA, 8NOEHER. EHMMNXERERE. MR MUEANKEEZZ%EMH). HERE
A& NFERBUAANMEERITE. AAMETURETZRONFASREVIRETESH, 574
ERMIENRAANEAL, WHIALESRES, BEARNENR, WHFIASERNE.

RETE SR T ARANERBER” AT MATFFRFRTERRFNEEGERARKREZES —TTHNER
BASMIR, XEFARXTEER TR SENRTIRISEEATETRAN, BHRERITE.

PTEerm T EAAMENTIHTTANEMBA,

ERRETESRTIAXIATEATREEETREFINERNRE. Eh THAORE(ERFSTHERND
FISEHUNEHRAE, AL, BHEAAXRGIHENTESHTRLE, HARMENTEIT
ANHAMBEN, ATEEASTESM T RZERRITHITRE.

PTESRT AN N AMEENE 26 IKE.
D RUSFIIRNERTR

HEKEANMERNE TR E L EERFTHTEENRNFIA AR =R SR =50 6GRIAHKHE
REEHIT TR R L.



K FFEIRIT

2004 F E it R M £

(A5 BLERRSN, MBI HARTEAT)
2 FESITEN (%)

E FREWKANFIZH

it BRI SR TR 2 R ISCRRIE O 4% 20 2ot A STRRF ZE RN 57 & 4 I IR MK F) R A BB IAT
Ak,

EERMAFIATESRERE, BROFSBRAZRRBITERERKORKA ST ZFIA,
FFERIAN

FEFWNERSRERENENZREFTTIN, ATRIISE5AF=TRHEVRFREIULRS  IEHFER
TV SRRENFERBN, £ 5 THRFIN . FF LR RS FIEBS A BN R RS RIEHR A %
BEEHIA.

G REMEWEHHIY

FEILSFE M S ATZRHBIEFBEARTHIESRE, JInTaREP BXxnRESIHRET
SR ASEH B IE S, IESSH E M 55 PR AR R R TR NHERTHIAREIESTE T, i35
B, EEBAZHNEEDT BB, X5 HRARLERHN R ETERIA.

H ZHEHR™

MR RIEURBMERZZEN N ENIHAZ TR 2N HB N DRBERK D BN E S TREM
3. XPHIESRERANMETE, BENTHHRNAEBMENITE. FHEKIAMRLIAMREILR
FHEAMBN., BFAERZHMR = MBSO EITTAFEBBN, EHRDEMRFITTARFIBN,

FAEREAERTHREE—ENBZMHNXZHEFNBINE E(EN MBI €)EARTREN
LPEENRFHBTHIN, IEFEEEAZIRBIESRTALE XHHAERENFHIAL KM
H.
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X & RIT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

2 EESHEN (&)
| BRREERRMES

AT EREEERAME A 1R 45T £ 79 FERRN R WO S DU 5 pAC R 2548 R B R I & DU RS 7= BERRTE
RIAE WA BRARFIN, FRDAEFARBTRRREETFAEK,

ERFNHERE, ATSREFUNILENRRREREHL TG . LR EVEESRERANERNY 5
¥, SRMNER, WIERHEY, MEETERA-—ENEHFILE. Wit SRRASIH S @HHEL
NXRE, BRHFNARETHE. A, MREEIILERFEH O XA RTREET BKE, WHEIZ
RRFERE. IRTFAEZIILRILANERRATENER AL T RE. UNEERERRITRTRR
AR, ZEENETARKOKANMESTRESINEH., JRESTMIENTARLRE, 815FY
BEMIBRAFMMIFD LK BN ST, RBEEIRR YL REIHIE,

KERER, AHZBREERERITRFSBN , foxd 53K 69T I B € 805% B A RIS RGN HE
Iz [m] £ B P i P A9 R R THE R RN

S VEEMER, WHIATERE N TR TRRES T IZHE.
MRNFARERREAEZFREXEASBRESTRDAER, WREFERPOTRARKAES.

BRRAKAESERELRMANRERENRERR ANESEANBE TR~ NHRARTHRRETA
FRERASMHERANEFILERBERASPHFENTERRENES.



K FFEIRIT
2004 F E it R M £
(A5 BLERRSN, MBI HARTEAT)

2 FEXVEREN (%)
J /HE

ATRIESRAD AWE: FREIPNFHE. HHIPIISEEREECEHE, EEREEEAHR®
AFFEEZFHAMIES: FHELFREXERHENFEYR, EEEUHRSRERIUFTEIRFE,
CEREMBATAMEENES, EEEEMNESFRANTWER DX,

IESRARAAEBRSRABZEXNZ S HAETIETE. FESIISEERETHRNJIASRE
REGTEESTHTITE. BRFRRRIXZIMEHRAER, FLTHONERIEFNAANEREAERE
REGTESH, FAABANBERLT, KERENZHNE. SRAMTFHIRRETEXFELNT R
RHEREREMBLILR AT ASRERVEATHREEENLEMASRENBRANEN G, F
HEEFAAANMELT ST~ ENRERRRELENIBRMEHREZWENRT, EAFLEIESHRAIN
RBLENMBEENGR . S TEEEEHEAAMEMNNEMRE  RBRE A ARNBRREE R RS
T, HEFHEIESFHEABSIREREN, HAANENRREWIENEFRANRET AL HTEE,

R BIES BB R A M B RN A S SRR AR EEE RN RRTI=.

—TUEFRBMRKENES T TERAESFNRE T BE. £R~0FEA, XTREBEFULIL
EMIEFRARDTRERTITHE, LRARVIIREE/RTENEAVSER SRNER . HIEXHKY,
HTWEEEMSECERTHIELNES TRAMIESEAANMERSHREFEH TR EERTH
AR MRTFAZNMIEEIL AU RRATENFEIHRARE T BE, WRANETIRRA~ KK
EEMNSRE =R LRANRNEORKRAESREAIEE N ZFOTE. MR FAETNILIEILRT
BIEFRERE. ERMANERITARAEENGNRITRE R IZMANEE D HIF T ATEE,

FAIESRANARSAMSITTAFBBN, BFFTEERTARMBAN.

MEMTRABISLHEMEFRAELZ B TUBFHIA. XHERERTRKEMIIHER =R, Hftt
MR FIEFNEIME EAEEANRIAATESR T ATNTHERLS.
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I & RAT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

2 EESHEN (8)

~

[E 7 % 7
BlER =MD ERAT, FRREMRRITTIERAREEEENRESITR.

BEA = IBREEER = RERETITNERERREGTTERERMNELETHE. B XEEAR MG
A EAERTI =T

EREMERY 30-35 4
DI 5-114
BRI H 5%
B E 6

MERETEATRFIE.

ATEHRBEERSEEERERE. HEEASNKEMEES AT D RSN, FIKENER
REJOREH, LEEER ™A ENRRTRRITALSHATIER. SEEA = #TEMER RIEEM
REMIHTREMTASBHFER.

L fEMESR

ATEENHERSRETHATHENNEESRMNRE, XA ORMER TR MNELENHITANE
WM.

RAZLIEATRHIL, BHEBEAZMHAEEI T HEBIT AL HRE.

AT ENEEENGHNEERRE. ATRENHBETNEEAMELEMAEES.

M & RINEEMN

HeERERTNULEASFNYREANEHESNMARNIINETH RS>, SRRNE. FHPRRT
RIUE AR R
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(A5 BLERRSN, MBI HARTEAT)

2 FEXVEREN (%)
N EEE

HATRSEENMAE T ZERHEENS BBETRXSRUESBREFHNEREAT BRENE
MO U EBAETTR, BEMNBRPIHRERES.

O FERKEITXI

EFTHMESTHS X BT B EMERNFZREIT L. KITRAFZRE T AEE RS, R
MBARTABHEMNY S, REE—KRART5ATHERE,

AT AIBREG £ 3 BIiF NS #AER.

P BEEH

BESHEMABR BT ENE & R AR5 HIKENMEZ B f98 B] # £ R 40K 5EE B R33% U RS %
TEF/HM.

NEMHZRETEATRARK. RABLE. FREKRAERFHERANSTESHM T AMNMEZEGT~
. STURPERRKEEZBEATASURFELARNOMEZERN, BERA~TTTHIA. THERE
MEEGMSIENBEHRMEREICHFICRANENE FHEXRASHN  ERMANSBER AR L
TTASEFIER.

RS E AT AT RO AMEHRA. TARAXANSHENRSEHER. S TENEERRINPIE
BSH, HERKBEBONABITE T RORHE, BERA S MUHHIA.
Q fBAFEE

BANRSIZEMBRA . BIASKRRRE R E NN A RNME) B 5 R BTN, BEEMsR
AT, SERFEBIRENER SSMAMB AN ZE S (849 ZFR AL IRFI A BRI B R #EH .
RESTUT N LB,
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I & RAT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

2 FEXEREN (8)
R WA

HBEE £ FEANRTLENRLE,

KUHBEABERTEAREAN. FEA RBAFREKEZRRENXSHRBERFAEE FHEER
FREFERBA.

T HELERIEER

FAENRRBIEHTENRZHAFIEIENTRBTHIIN NS HFAESARERTRAETEEHRAR
RETNRERERFE. HUNNFSASSELFHENRESZRETETENMPITER , ZXER
WHIA A AR,

HAHENRNAESTHREMEPMMIKE AEEZFRRITESHEFNEARS, BiZEHEB T FIT
ENA MZETHRES,

U Lei#F

MAIEENBANEERAFEESITRERNBEATRNAT TED X,

3 TRNpEEIE
A ERER TR

ATHTEEERINFTEREEATERIA ATETENLTARHRMNEEFEZMIEHNFEREEE
RE, FEXLERSEATROANEMERTE ZRURES TN E. BTATERETFEA
RROFENHNRERTETEFRLS, KTORKBERTARPROKH GRS, REFRASHAN
EINF =,



K FFEIRIT
2004 F E it R M £
(A5 BLERRSN, MBI HARTEAT)

3 TRKMEERE (&)

A EREMIAERRE (4

ATERESRBEFAHOTESRIAR S, BREHEH. EHMARER, A TREAF RN
SR TAMBERE. AT —RENEEGSRETEEIXUNTESHTA.,

AT AT RN RGORBEEPRE, ATEWZEHREANRNERERE, U RTTTEHE IR
ez Wi O 2 178 RUAY =51

KOAHTAENTEESRIARS. AXATHEESRTIANNEEERKIES LT 2C,
B {ERAMK

ATHARNERARRERZERSNALECEIHALAREATERRSNNG. YXHNTEF TRLE
HETLSHEX RN FRREEZ Lt ATHERLSEFTHERER EBZERRTEEMTL.
EBRENARBXMARTLELFRRTEESERANFER. TN, AMTETERRBXNARE T
Bl E=RAERRNERRR.

ATERMBRNE, FENEMERA. DHTUMENEM A BN TEZERAREKFE, RTEH
Bz ERREIRG, FEFEHTREZ,

ATERRUFENHRTRARREBESF. EPLTAENRET A EEFSNASHES . &5
ARERFEXREFEANKR. BN, REUREDUERSGERITRATEEARENT.

ER&E

ERAENIZEEMNEARRETFERBREIFTNAS. FHRIXGEMILESD T A THEMNRIE, BIX
TRERERPTERTENBE=THNRXSHREZM A TRESHEHARMNGERXRE . ARLERERLT,
AITRBREURIES DUR DR BHZ TR 5 AR 1B E A . RIE S SFURIER R EBE N R ES TN
—E R LI,
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I & RAT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

3 T=RMKMEE (&)
B SRR (£)

FERXRBACEEFARKERR. FLREIAEHBIERETRS . ATGFELETAEBRETHERKE
EANBEGANE. RT. BTERSHBEARKENETRRATEARERFIFENERFR, £17X
FAZNZBAEGANEESHRZRTEBRETHEARELSH. AT KBERARKENERARBEES
TRERAE, R TXERREIHAERAITER.

RIRE PR X KT =T -

2004 2003
RER % RER %
BER
hEZRIBHX * 753,150 53 607,669 53
h E IR ** 332,043 24 284,295 25
R E AR X 322,961 23 246,135 22
s E 1,325 - 1,839
R 2 3,335 - 2,313
1,412,814 100 1,142,251 100

* PERBBXEHE. LR, L7 g4, KiE. WK, BB CIH. L. \BE. T RNER.
> hEHRRBXERE. mR. BRI WA, TR, It Rk #BTIA.
o hEmBBXEE. B AR BN 58 TE. ARG, KB, mIL EX. =M. =B,



EXFLRIT
2004 F E it R M £
(A5 BLERRSN, MBI HARTEAT)

3 EmMRREE (4)
B fERNKE (&)

RHEE LT DHIRMT

2004 2003

RER % REN %
TER

B, B 371,962 26 340,745 30
B IE R 313,824 22 235,192 21
KF, FREFR RS HEE R 312,552 22 182,506 16
PRERIE 5 91,907 7 118,302 10
Al ALFET 80,616 6 40,019 4
B EME S EHRS 50,944 4 42,724 4
WA E 49,339 3 68,892 6
HAth 137,010 10 109,719 9
= 1,325 - 1,839 -
IS & P=N 3,335 - 2,313 -
1,412,814 100 1,142,251 100
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B X T & RIT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

3 THMKKMERE (&)

B {ERRK (£)

2004 2003
RER % RER %
TR
EABIZ K 1,338,841 95 1,089,153 95
e RS TR 51,721 4 31,360 3
AR BE K 17,592 1 17,586 2
s E 1,325 - 1,839
Rz A 3,335 - 2,313
1,412,814 100 1,142,251 100
C TmhisaRk

AGEETHAR, THREE BT 50— MR EE AR, EHMTESBTARSKALTE
T, RTREARS S ESMTIARS, ML ENTHRBRITEL, AFANEREN
IR S ERE B 4 8 BB RIS AR B 5 2R AN REN RIS T, AT EENTHREE N,
SEMBERE, HEERRBERBORE, NRZARERETL, AFTEOTHRREEM,

D fHhXEE

KITHABDLWESRARTLS, WHMEET. Ko, BHMHEMNFIIN LS., BEBIIHERER,
AORBETHRETEEFEERT, ATEANARTSETZEALCRATEARRITHE. £EFNXE
RN K ED (2003 £ £ 2004 FR9RFEEAET 1 - ART 82765 %|%5T1: AR  82776)., WfiE
NEBRSELEFFLRIE, MRXMELFBHE, ATEROEHRRESNKR, CRATR, TEE
RTHMERAMASTEREZ N, EERNEDHORERMAIFHTHT L=,
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(BRHFALEMRN, EMBEMAARTEST)

3 TRKMEERE (&)

D fHmXkE (£)

THRLETATERINTLENEBADS, EERFTAFSTNAGENKENMESTEAARTESMH.

ARM ETT Hith it
#2004 &£ 12 §31 H
B,
W& R FHRE LRI 29,638 173 215 30,026
RER A 1,308,501 60,769 19,916 1,389,186
EikfEs, &M 103,154 103,154
EA g 38,861 5,210 44,071
Hihg = 7,431 171 443 8,045
EBEEEIT 1,487,585 66,323 20,574 1,574,482
ff&:
B PR R fF R 95,915 741 23 96,679
S [ TEIE 35 3,006 3,006
[ H bR T BURF 2k 32,170 31,670 19,772 83,612
BITEER R 1,252,625 16,076 6,130 1,274,831
Hth i fi 8,469 412 8,881
fRfEEIt 1,392,185 48,899 25,925 1,467,009
RAG L~ 95,400 17,424 (5,351) 107,473
it R Eik - (5,846) 6,250 404
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2004 EF E £ it R M iE

BrHFALEMRS, SHBEMIARTEATT)

3 =RMKEERE (&)

D SmXEE (£)

ARM EpH HithmFh &it
# 1k 2003412 531 H
B
&R FHE LRI 18,204 5 19 18,228
W, HE 1,051,480 51,522 17,883 1,120,885
FAfRE, BE 103,016 - - 103,016
R 27,531 2,359 - 29,890
Hfthiz = 6,533 108 507 7,148
EEEIT 1,206,764 53,994 18,409 1,279,167
ff&:
B PR R F R 65,822 1,248 17 67,087
[ E At 4R T AN B AT (& R 1,019 32,256 17,771 51,046
BIEER ARG ESE 1,050,905 11,167 2,334 1,064,406
Hth i fi 6,704 5 490 7,199
nEEIt 1,124,450 44,676 20,612 1,189,738
KA L~HEs 82,314 9,318 (2,203) 89,429
BMIZH R ER - (2,414) 2,342 (72)
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3 TRKKMERE (&)
E FZERRE

ATOMNRNE TR ARUSHRATNRNEREZ TR REHOE M. AT HHMNERRE, RTHFE
WREEN, bR BETRRLEMITNESNM~ESR, BRFEREBXAFERREET RS
FEARRTHE. ATETEETEAHBXERTPEARBIAENHNERFELE LS, —RTE . &
BHRFMMSNGRNANEREREES, A, RINHEREFRAMRITHID RIS, RTEREF KRG
BRER, PEARRITEBERBERKRNDEFBINFIRER IRPEARRTHNEBRLERK,
AITHE IR A F R RS IER .

RIEPEARBTIONE, BRFRRETDUZEATIETIF10%,
FmEniEmpe

ATHARSEEFUASRANER, AP aEEHER. SPNERTR. EARFERERS. EAR
REX. BREAMAESEENTESRTANARER. REHLELE B B2 HNERHTS
AHHBRE MREEAT, ERANARRENATRHNRETER, ATAET RENEAEFENE
MR BFRITFHOELWIFANEMEANR SHOFUE DS E FLRERE K,

TRIINFTAGAFNARNEPREND T, HHEREER~NRRAEESREINENEIHE.
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(BTSN, SHMBERHARTEAT)

3 TRMKMEERE (&)
FREhEREE (£)

REFR-MARIAEEMNERENEEREHLEZRNATHNEERAEZE ATV SEFFAHEN
HRMARRER, SORIERFASMAGENENTE LR, REEMNLTTESRESKE, ERN
MR T MKHIREE .

BEBAT, ATHARNAAR=Z A RERIFTENERILAIRKENSHETIRDA S, FILREERN
FEERIEMBNAE —REBTROKENESH. AN, FEERRETEEAIHS D LT EFELIERE
7. BWERRENEREFAHAIARERKALFENAESHT K.

G EMAFMEMAGHARNME

AAMEGITRAER—BEN/RRERAXTHZEANEEMERTIRFXNEEMEHN . SXEHTA
B2 ANMER/ITET T TTHENRE.

(1) RAERHEFMRTHRI. FREWKI. BUFRRR. FREHEFR. SHEBIES. SBRFAS. &
FHE. HtbHE~. Htbism

HTUEERASRSMAGHNIHRSE—FNUR, HKEMEREEARNE.
@ ##

ESRANAANMEUTHRN A EM, MRTERGHEXNTHES, WERASRERE FEAAEE
ARELT ., RBFKENZ SIS MRANTHEMERRIESEATABEBANELGMNBEXTRERNI
EREBMBLLHTHEN. REBRT, BTTERBUEEUGEGTEAANME. WHRANBAIENS
%,

S
AEIN

B &R

o

HTIEANREARRONEBREFEARRTEENXFEF B AEMNE AKENEREAR
NEMNSEFI. BENXERAAANENRSRERIVERE , MR A 51Z TR AR R EARE R

WTRARFIE,
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3 TRKMEERE (&)
G SMAFMEMABHRLNE (L)
@4 EREX

FEEHRNEHERN2AANENREREWIERE WX D 5ZERFRORRAREOMIT

EMFERFIE,
(6) mEMMMBER. KiThE. REHES

TERETHRMOERA R ANMEUR SR EMIVERE IR A 51ZEROR RERE M7

RENAARMEUTHRN HER. ST EERETHRNORS. ROANEMSZEFHRRIRT
LRy SERRi s R A BRI SR EMIVERE.

T 20044 K 20034 12831 H, ¢ TEAANMEBESHEKENMEGEZSNMBESRAT.

EMME 2RME

2004 2003 2004 2003
SRR~
BHEIEE S 1,766 1,738 1,778 1,739
WER A 1,389,186 1,120,885 1,398,081 1,129,928
SRR
BPER 95,935 65,743 95,908 66,558
[ E AR T B AT (&R 83,612 51,046 88,747 56,713
RiTEER R R EE 1,274,831 1,064,406 1,276,734 1,069,394
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B X T & RIT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

4 FBBNEER

2004 2003
.|

FIRUN
R FTIRIN 291 202
TEER 68,780 56,565
FiL % 2,250 2,250
EH T 622 76
Hith 51 74
71,994 59,167

FIEZH
PR E v F kI 613 387
[ E R T BURFERR 3,739 2,918
EamERRERFE 36,600 31,438
Hith 1 4
40,953 34,747
FIBUTNEER 31,041 24,420

5 RFIUAN

2004 2003
FHEIEERE 833 1,644




EXFLRIT
2004 F E it R M £
(A5 BLERSN, MBI HARTEAT)

6 HEGH)BKA

2004 2003
|
TEEMIAERS.
- RSEIUR S 475 507
- RELIMEK (338) (448)
137 59
S llg 151 167
SEEIEAES (14) (33)
137 134
LRI R H (478) 10
(204) 203
7 BlZH
2004 2003
AIHEH 538 398
THEE#E 279 237
EEHEEH 90 88
HrIBFnE 5 2% B 157 157
e 73 58
=R 2y il 3,528 2,938
Hith 413 390
5,078 4,266
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I & RAT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

8 FhisH:i
2004 2003
LEREH 6,082 4,233
% FEFrSRL (FHE17) 1,806 1,022
7,888 5,255
SRR SR X AR TIRBAEHREITENFR, AU TERER.
2004 2003
AT E 25,297 18,467
1208 33% L ERERITEER 5 8,348 6,094
BRUN
- R (283) (201)
- BIRREF B (743) (743)
ENEIEGE L) e S 413 -
AN T E R E M2 A 141 105
Hith 12 .
7,888 5,255
9 WMERFHRITEIN
2004 2003
NERFHRRITHRI, BETIHSR
NE&ZEMwd (fHE 1) 28,576 16,143

FREGEMRTRIMAENE, TRATATAS

Z ik
ZTEo




EXFXIRIT
2004 EF E & it R M iE

(BRHFALEMRN, EMBEMAARTEST)

10 7FRALEIR

2004 2003
FREVRT, S8FETHER
MEZEMyd (= 1) 1,254 1,892
R E FE R 196 193
1,450 2,085
11 MERMEENY
NERERPUSEINSENYERE.
2004 2003
W& RIFBRITRIN 28,576 16,143
B E W 2R 1,254 1,892
PRk 1,325 839
31,155 18,874
12 ZHMEFERLSMHE
2004 2003
RHMEE:
Bf-FLm, ARMNE 1,684 314
frESmI R AANME
— Rz HA 100 379
—FIZEF 32 -
—EmE#k 343 128
2,159 821
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I & RAT
2004 £ ¥ = it i & Bt iE
(BRESFTMSL, WMBAHARTEIT)

2004 2003
ZH MR
TrESmI R AAME
— iz 100 379
— FEF i 238 69
338 448
13 GERFNGER R A
RERMERFIRIT -
2004 2003
R 1,408,154 1,138,099
P E M (BE11) 1,325 1,839
NUF 2 3,335 2,313
1,412,814 1,142,251
. RRRMHES (23,628) (21,366)
1,389,186 1,120,885




K FFEIRIT
2004 F E it R M £
(A5 BLERRSN, MBI HARTEAT)

13 SERRANGTRURIKHE % (52)

RARIKEE BEUTRANARED

2004 2003
RIRBUIR K AR 16,531 13,833
TR 7,097 7,533
23,628 21,366
RRRKAZTHNER
2004 2003
FEVIRTN 21,366 21,726
REHRE 3,826 2,164
KEIZH (1,832) (2,583)
AREYE 268 59
ERRN 23,628 21,366
14 (FiEfRE, FF
2004 2003
|
iNc 100,000 100,000
NEFE, MBRART 527 BATT
(2003. AR 665 7/ AT ESESE 3,154 3,016
103,154 103,016

BERHEAFEFEEREEAIUTER FEEAS ) AATERRITHESH A ART1,000{ZTH €50
5. BUEBRATHARRTNR. REATSEEARATEITHNN, £7T199F 12 A EEIAA S MUKE
FIRBHRIULARAS ART 1,000127T. MEILARFAR SR, ATTARBEMREFHIN, BERER
BZRANEAREKE R FAA D RATRTETAARTT000{ZTHHRFEAERATTRA~H9KM.
ZBHEHRATE, FHEKH2.25%, RFATSEEA SN, FI52 )T U E KRS TR EIZ 535S
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X & RIT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

14 FiEfRs, S8 (8

199F 11 B20H, 2ESKEMARFIN FEAFEELTRMALRTT 1,000 2T A RAFMEFHSE.
AP RIEBIER,

20007 B 15 H, 2ESRMARHFIN. FEAHFFNEKN "F&5BENEASE".

REFPVEBIERHS 2 /T 2001 F10 A 8HEABHN (RXTEERAFULRT. ERFARBITRBER
AFERRATRITHNERRSN SR RALR K EAABANMB (2001 1525), FARSEHEBAR
EE W B R PRSH.

BEREEETSTaANE KA R AART 3118 BAT(2003F. ARMIVIBAELT). MEiLRE
EREMAEFRRRENRRIOT R EF SRS REHRTHAM~ENRAANERNART 2T BT
(2003: ARM 665 B ATT)EAART 2591 AT (20034 ARM2453BA ). MEHHKKFIR
AARMOS63BATT (2003F: ARMS63EATT) .

15 /&
2004 2003
FHERKRR.
RERE ™ - LT, 2RNE 34,180 7,395
MR E* - LT, 2RNE 8,125 20,757
42,305 28,152
HHEEIHRE.
RE/RHE ™ — LW, EREAK 1,766 1,738
44,071 29,890

* ERREIHAE, RSB ERAZTHRERD L. RE\EBXDUAE, KITEFERAEIBLED
RAEEMEBF SR ANERNEE. REREEXFNXFEMBESHSINERANSRF
THRXRIOKENE, RHEAHRESRK.



EXFLRIT
2004 F E it R M £
(A5 BLERSN, MBI HARTEAT)

15 &% (&)
FEREE TR HBRIVUZHK (2003 E. ARF 1,924 BFT).

2004 FHENFRARBHBRANART 15672 B/ T(2003 . ARTH 716 BAT), F4lkEA
KM 1,759 BATT(2003F. ARM3BOBEFATT).

WERFEERZXPENRSEANTRETEBRFNIES THT, HENEDMERARBHITEAF
BEEUS IR, B0 Bk R AT T (AR AT — 28R R L BUFHUE R B AT AT R IX
B EE., BE2XLEMERFRNRGEELRBIHAR,

NTRERRA, ATEPSERANT RN NA MR AL TR BN TR EEME. BTHNER
RAHEMBRAEBFNES THETFEIBUFRIHUE . 3R T sE R B e B # T ETt. EMA N1
EUEAAMEAE. BET. PEBFMERADERE.

FLETRZONAMRARRBAANMES T, BTRENGEHRAREBRNES THTHN, ZFR
ANAANMENBEFE—ENRNEETHEL. BAXNATHRALEFEAYNE, XEFWAT
NIZRAAARMENGTT. BF HTTFENLFLLATEARNER, BXNTHEEBETEERA
SRR

T REFRAFREEWMEHRFART 1,531 BAT(003E. ARMII7SEAT). ZEM MR A HEAM
SRVNMETHREATTESRTIANRNIR. IERARTESRTATEGAREEREY. =2
RAMFEHNE, XEHRAXLTET RN TTLEI T 26,
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B X IF & R 1T

2004 EF E £ it R M iE

BrHFALEMRS, SHBEMIARTEATT)

15 /% (&)

BARTHIM TR

frHERHE BREERE ait
2003 £ 1 B 1 H&#H 34,452 497 34,949
AREEHE NN 36,613 1,241 37,854
AFAE (Y. BB X E]HA) (42,092) (42,092)
25 421 - 421
RARE (1,242) - (1,242)
20034 12 B 31 A& 28,152 1,738 29,890
2004 £ 1 B 1 B&#H 28,152 1,738 29,890
AN 71,350 416 71,766
KRELE (SR, WREXEH) (60,248) (388) (60,636)
B S 1,770 - 1,770
BT EEEE 333 - 333
RKP U & 948 - 48
2004 ££ 12 B 31 A4 42,305 1,766 44,071

FERBREH IS, ATRLBEEAFHEIRA.




K FFEIRIT
2004 F E it R M £
(A5 BLERRSN, MBI HARTEAT)

16 EIEH™, HE

2004 2003
BEE®R>™, FRE 3,144 2,623
Kit#rIA (528) (386)
#E 2,616 2,237
EEITRE 80 175
2,696 2,412
EE R aEaE.
BE DIYN B IEH
EH B& R H ®&E &it
B#iN
2004 4E1 B 1 B4 2,074 303 21 225 2,623
AN, AR 453 46 1 36 536
. REAE (5) 2 = (8) (15)
2004 4E 12 B 31 A 4%k 2,522 347 22 253 3,144
ESaEiill=
2004 4E1 B 1 B4 129 160 10 87 386
fn. ALEHIE 74 46 3 27 150
. REAE (1) 2 = ) (8)
2004 4E 12 B 31 A 4%k 202 204 13 109 528
#E
2004 4E 12 B 31 A 4%k 2,320 143 9 144 2,616
2003 4E 12 B 31 A 4%k 1,945 143 11 138 2,237
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2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

17 BEBRKE™

BERIMENFROT -

2004 2003
FHRM 3,608 4,566
TTARERE (HHE8) (1,806) (1,022)
FHERRALHR S (313)
Heth (fx 24) - 64
FERRM 1,489 3,608
B FERH (AR B IA TSI B MK

2004 2003
TARRMOER 2,749 2,840
BRI R RE 419 1,236
BIRREN BRI S AE 174 220
EERTEEFRE - 413
HAth AW & 42 54
PrEem T RARLIK (45) (19)
ROTBETFERAAMBEMER (666) (603)
) 2 I S B B[] 1 22 (931) (553)
FHERARIARE (313)
HAth 60 20

1,489 3,608
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2004 F E it R M £
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17 BIEBET (&)

TEARERZAN G E A9 R A~ B I TR R E R

2004 2003
—————————

ERRMOER 91 903
BAIZ R RLE 817 94
BIERFENIF BEE 46 (220)
HERTEFEEFRE 413 2
HARMORE & 12 2
e T ARSI 26 17
RITRSFFEBRRUM A MHEER 63 81
F R X HIRT [E] M = = 378 62
FHERARIIW S 313 S
Hith (40) 81

2,119 1,022
18  HAh#™

2004 2003
7 B B AL BRI 1,150 -
HAth 551 307

1,701 307
19 EPFEFEXK

2004 2003
TEERTERR 90,798 62,205
EE TR 4,993 2,796
RIEEFR 144 742

95,935 65,743
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I & RAT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

20 [AEAMbRITRBUT (ERK

2004 2003
RIMRITER - XAER 39,539 40,442
EARITER 36,776 5,304
H SN R FT AR 5,115 3,512
SNEBURfETR 2,182 1,788
83,612 51,046

21 R1T&RSE

EIYEFIZR (%) 2004 2003
ERTHRTARTLaE4E 3.24(2003: 3.31) 1,232,619 1,050,905
EATH AT SRS 3.65(2003: 3.65) 4176 4,179
Bl e T e 5.40(2003: 6.92) 18,030 9,322
1,254,825 1,064,406

MR EREFNE AT AT EFHE AERSI R RREZGESFHOFER. ARATENERE B EF
ArfEREER, URAEERSIARSTE. MAEMHHEFHFHAERIIBEEZXK.

MO ERMEFMARHEAERE AT EEFRRFRRBMAENETRTHEMESRHEN.

—XEREFHNEHFE AL AEEN,




EXFLRIT
2004 F E it R M £
(A5 BLERSN, MBI HARTEAT)

22 RGFFEEH

S EFIER (%) 2004 2003
BRATART RS 5.42 (2003. %) 20,006 -
RPGEME AFRTERSFIHBRENZAFNER. MRARTEN EEE BEFE R TERE &,
NEAENREZIMNBRSFE,
23 Hftufafk
2004 2003
NXZrEH 5,651 4,143
Hb R 3% 1,183 1,075
Hith 1,709 1,533
8,543 6,751
24 IEAR
2004 2003
|
FEVIRTN 50,000 49,050
RREN* - 752
RARNTARAR S FER L AR A ** - 198
ERRTN 50,000 50,000

* REEEMAANART 50025, SMEMBEREIL. Bl 200312831 B, AGHTKAL
ERESEMA A,

REMBERIHE . AT 2003 FHART 134 BEATHARAREART 64 BN THHE 2 ER
T(HEEAN T ART 198 B A THIERA.
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X & RIT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

25 BRARENANETE

EFREENEE. ATRERTARERLARE. FERARARERZELNHES. RRXERRAREZEAN
TREMRFHTHRIENBFRANER. NBFEREEANBRARERETNAREMA B & BAERS
A M BERAHE A

RFVBERT 2004 FEEHMM T, RTRBART 54057 (2003 £ 3,512 5% 7). Bl 2003 £ &%
ESTHRRTHIBIEH I 10%(2003 . 25%)HILLH], DARBM T EERRARENEELHE. BUK
BACE EEBFRARESTBA TR FESRFKIEREL MEELAHERRIERKRTATRIE
FREANNARA I HOSH.

ZMBERHE, KT T 2003 FHK 683 BATHNEEATEENERRRARE., ZEBRNERBEENE
MEMEHDE, FEMERE.

BT 2004 FEMFES RIS S BERHE . FIARTEARER 2004 FERRAREMNAEE,
26 {TEE@IA

RTEATRLTESRTA.

BTRHZSEATERBEARE-—NRXZINLHRS, BREAZINNHERS.

EHEMNEERZE—ARSRTR AR —AUSRHRE, BRNERSBEHHFRAKERZER B
WA E TEF R A F R FR)H ZE M EIM AR (B X BT RER)  BREHERZIN RBEAREHHR.
ATHARNBEANERIEEZ I FLREBITEXSHERT AT HEEREREATRKIENBENAR.
ATBREENEESABNNAANE. BXNMERTHERRENEFERANE. ATXASERLEHE
RRTTERBIER 50 F M .

B 200412831 B, ATHENAZEETZHER. RTEERAR. MXEREFRFITHOEL,
XEESRERE 2018 F 11 B IBTAI A E B HAZIH,



E R F &% RIT

2004 F E it R M £
(A5 BLERRSN, MBI HARTEAT)

26 fTEHEEMIE (&)

RESHTAMNBXEFTTUA-LERINER S URRPHSR TREMHILREM BEF A —ERTIZ
IEMNRKASRENAETNAAME, BFA—ERRRATHEHIGHNEAXEINERE. fTEEm IR
MNESETHHEFINOCRARSTEL, NIEREMNAR I AFNAER. EFHF—EBXEH
MPTAESHIAT, TASRIRSHAT SSRNEN BN A KRR RTHENHTETIRMN

NAMETRAT
GR/&X NRMNE

&5 fafE
2004412 31 H
Bz 1,766 100 100
R E#R 5,846 343
F R B # 19,025 32 238
FEHPEF HAR 20,000 =
1= S A 538 =
TTESMmIBER™/ ARET 475 338
2003412 31 H
itk 4,281 379 379
e E# 2,594 128
F R B # 7,396 - 69
5 7 29 834X 621 =
TTESMmIBER™/ ARET 507 448
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X & RIT
2004 £ B o it R M E
(BRESFTMSL, WMBAHARTEIT)

26 TEEmMIA (&)

PREHETERATHANTESRTANESRIBXETUR A ANE XL TASBIMNCRH TR
MPTESRMTI R, ENREATMEFAES. FEIERIMNCZZ R FF R X,

ERAIMESFBEARMIBEH L T(2003F. ART 554 B T)M&H RAT 5 A A R AN
BARLTE SR T RMNEMEHRSFMNE0) ERAXTEEM T RS TARAELFTRII L EEKER,
A AERITABERREENTER PO EL K,

EFHEIESTEEARTOSBEAIT(R003F: ARTE2IBEAT)NEEEAEAHNNHRARTES
MTEMNEMMRSHHES), RERARTESHMTIAESTARELFHILIARURR ALER
RERBENEIERAFTAELR, EXZUE>. MERFEELARMNE.

ERTHRF ARG T EEART 250,000 5 7T(2003 . AR 180,000 & 75 7T) #YE& F 12 B BE M X
MR BRARSTE SR T ENREFDE21 7 22), XEFARTESMTES EARERFIFT
LEEVRR ARESTHRETREENTERTOBLHRX, ERTRSPEBREART 20,000 57
JT(2003 . ) (BPE 21) MERAEHMERENNRARTESRIANEM NGRS, Z—RASTEIRS
FTEREZFFALIARVRR RbESTTRETEENETERPOBELEX, AXZMHT. AT
BEEARNE.

KTV FREMNNCZ SN RZZHE S H SR METH . ATEERRISHNT . TLEXERHN
2% RETARENERANBXEN, HNTEEEHXESRE™4E/SLRMEBRE R EERAA.

27 BIMREXS

RTS A& X7 BRSO ENSTRAEN TR, REB|XITUAE ATRATERIARS
£ X ArEESE B A ATE BITHRITER 19% 2| 29% Z A XAKHE S, BRIz ERITUMETIZAXAHNFE
S0, ATERBERMERNEASFEZR/NALR ., ATXANSBAEBHIT AN BB ERITAY
FMEFR, ZNSRAEMN T RAEXAEAE 2004 FHART 40 B A L2003 ARM 31 BAT).



EXFXIRIT
2004 FE E S it T M

(R ALEMRN, EMBEMAARTEST)

28 EREMRAIE

2004 2003
ERREARE.
I RFHEBR 14,500 10,500
BR 35,826 993
TS AIE 2,041 6,369
TR 766,094 758,219
ZERGERIE
REFEEEREZHSTIIN AT

—FERNEER 54

—SEEREEH 56
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PRICEWATERHOUSE(COPERS
A

PricewaterhouseCoopers China Limited

Clarendon House
2 Church Street
Hamilton, Bermuda

Report of the Independent Accountants

To the Management of China Development Bank

We have audited the accompanying balance sheet of China Development Bank (the “Bank”) as of 31 December
2004 and the related statements of income, cash flows and changes in owner’s equity 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 accompanying financial statements present fairly, in all material respects, the financial
position of the Bank as of 31 December 2004 and of the results of its operations and its cash flows for the

year then ended in accordance with International Financial Reporting Standards.

(CricsaXadoeelaopes

PricewaterhouseCoopers

Beijing, People’s Republic of China

18 February 2005

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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CHINA DEVELOPMENT BANK

INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2004

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

Notes 2004 2003
Interest income 4 71,994 59,167
Interest expense 4 (40,953) (34,747)
Net interest income 4 31,041 24,420
Fee and commission income 305 123
Fee and commission expense (15) (7)
Net fee and commission income 290 116
Dividend income 5 833 1,644
Gains (Losses) on investment
securities, net 15 2,103 (821)
Operating expenses 7 (5,078) (4,266)
Provision for credit losses 13,14 (3,688) (2,829)
Other (expenses) income, net 6 (204) 203
Profit before tax 25,297 18,467
Income tax expense 8 (7,888) (5,255)
Net profit 17,409 13,212

The accompanying notes form an integral part of these financial statements.

Governor: Chen Yuan Head of Finance: Shu Jiawei
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CHINA DEVELOPMENT BANK

BALANCE SHEET

AS OF 31 DECEMBER 2004

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

Note 2004 2003
ASSETS
Cash and balance with the PBOC 9 28,576 16,143
Due from other banks 10 1,450 2,085
Trading assets 12 2,159 821
Loans, net 13 1,389,186 1,120,885
Cinda bonds, net 14 103,154 103,016
Investment securities
- Available-for-sale 15 42,305 28,152
- Held-to-maturity 15 1,766 1,738
Fixed assets, net 16 2,696 2,412
Deferred tax assets 17 1,489 3,608
Other assets 18 1,701 307
TOTAL ASSETS 1,574,482 1,279,167

The accompanying notes form an integral part of these financial statements.

Governor: Chen Yuan Head of Finance: Shu Jiawei




CHINA DEVELOPMENT BANK

BALANCE SHEET (CONT’D)

AS OF 31 DECEMBER 2004

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

Note 2004 2003

LIABILITIES AND OWNER’S EQUITY
Liabilities
Deposits from other banks 744 1,344
Due to customers 19 95,935 65,743
Securities sold under repurchase

agreements 3,006 =
Borrowings from other banks and

governments 20 83,612 51,046
Trading liabilities 12 338 448
Debt securities in issue 21 1,254,825 1,064,406
Subordinated debts 22 20,006 =
Other liabilities 23 8,543 6,751
Total liabilities 1,467,009 1,189,738
Owner’s equity
Paid-in capital 24 50,000 50,000
Reserves 25 6,336 5,161
Retained earnings 51,137 34,268
Total owner’s equity 107,473 89,429
TOTAL LIABILITIES AND OWNER'’S

EQUITY 1,574,482 1,279,167

The accompanying notes form an integral part of these financial statements.

The financial statements have been approved for issue by the Bank’s management on 18 February 2005.

Governor: Chen Yuan Head of Finance: Shu Jiawei

113



%4 | Financial Statements

IoMBIP NYS :80uBUI JO peaH

UBNA UBYD) :OUIBAOK)

‘SjuswWwiale)s [eloueul 8say) Jo Jed eibajul ue wioy sejou BulAuedwooaoe ay |

£.¥'/0L LEL'LS  9EEQ GE9
GE9 = GE9 GE9
= (0£2) 0.2 -
= (0£2) 0.2 -
60V Ll 60V'LL - =
62768 892tE 191G -
= (9g2°1) 98/t -
= (952°1) 98/t -
¥9 = = =
2G. - - -
glg'el zleel - =
LOvY'S. 89572  6v9'L -

$00g Jeqwiade( |g 1e eouejeqg

XB] JO 18U ‘S811IND8S JUBWISOAUI B|es
-10}-8|ge|leAB JO anjeA Jie} ul abueyd 19N
aAIBsal alejjom Aloinjels 01 uolieldoiddy
anIesal snjdins Aloiniels 01 uolieldolddy
1olid 18N
Jeah ay1 Bunnp Buisuy

002 Asenuep |
/€002 Jeqweda( LE Je doueleq

aAIBsal snidins |eloush
0] 9AI9Sal a1efom AIOINJe]S JO Iajsuel|
anIesal alejjam Aloiniels o] uoliendoiddy
anlesal snjdins Aloiniels 01 uonendoiddy
[endeo ui-pred 01 xel paislep
pajeloosse pue snjdins [eudeo Jo Jajsuel|
uoiNgUIU0d |eyde)
Woud 18N
Jeak ay1 Bunnp Buisuy

€00z Arenuep | 1e souejeg

[elo]  sbBuluies
paule}ay

SoAlesey

seNlNoes
Jusw}SaAUl
a|es-I0j-a|qe|ieA.
10} aAlasal
uonenjensy

€399 9/0'C 2l6'C - 000°0S

- 042 - - - 14
- - 0L¢ - - 14
34 908°1L 20.'e - 000°0S

£59 (€59) - - - Ge
- 9G."| - - - 14
- - 9G/'| - - 14
- - - (vel) 861 ve
- - - - ¢Sz 144
- €0. 9v6 Vel 0S0'6Y
9AI9Sal  oAlesal anasal snidins  |endeo 810N
snidins  asejam sn|dins [eyden  ul-pred
[eisusy) Aionrels  Auoniels

(pa1410ads 3SIMIDYIO SSIJUN qUUY JO SUOI||IL Ul Passaidxa sjunowe ||y)

¥00¢ 4349IN303A 1€ d3AN3 "4V3A 3IHL HOd
ALIND3 S.HANMO NI S3ONVHO 40 LNIWFLVLS

MNVE LININJOT13A3A YNIHO

114



CHINA DEVELOPMENT BANK

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2004

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

Notes 2004 2003
Cash flows from (used in) operating
activities
Profit before tax 25,297 18,467
Adjustments:
Provision for credit losses 13,14 3,688 2,829
Write-back of provision for doubtful receivables - (17)
(Write-back of) Impairment provision for
investments (333) 1,242
Gain on disposal of investment securities 15 (1,770) (421)
Depreciation and amortisation 157 157
Amortisation of premium/ discount of
debt securities in issue 1,925 1,620
Cash dividends 5 (833) (1,644)
Net changes in:
Restricted balance with other banks 3) (12)
Trading assets (1,338) (141)
Securities purchased under resale agreements - 9,228
Loans to banks 1,000 1,000
Loans to customers (263,084) (235,253)
Cinda bonds - (635)
Other assets (223) 1,151
Trading liabilities (110) (224)
Securities sold under repurchase agreements 3,006 -
Deposits from other banks (600) (530)
Due to customers 30,192 25,725
Other liabilities 3,787 1,696
Income tax paid (4,575) (5,664)
Net cash used in operating activities (203,817) (181,426)
Cash flows from (used in) investing activities
Purchases of investment securities (71,804) (35,959)
Proceeds from disposal of investment securities 49,969 28,584
Cash dividends received 833 1,644
Purchases of fixed assets and other assets (467) (508)
Disposal of fixed assets and other assets 7 74
Net cash used in investing activities (21,462) (6,165)
Cash flows from (used in) financing activities
Proceeds from borrowed funds and debt securities 457,965 561,131
Repayments of borrowed funds and debt securities (220,405) (363,547)
Proceeds from capital contribution - 645
Net cash from financing activities 237,560 198,229

The accompanying notes form an integral part of these financial statements.

Governor: Chen Yuan Head of Finance: Shu Jiawei
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CHINA DEVELOPMENT BANK
CASH FLOW STATEMENT (CONT’D)

FOR THE YEAR ENDED 31 DECEMBER 2004
(All amounts expressed in millions of Rmb unless otherwise specified)

Note 2004 2003

Net increase in cash and cash equivalents 12,281 10,638
Cash and cash equivalents, at beginning of

year 18,874 8,236
Cash and cash equivalents, at end of year 11 31,155 18,874
Supplemental disclosures of cash flow

information
Interest received 70,715 57,757
Interest paid (37,352) (30,756)
Investing and financing activities that do

not involve cash receipts and payments
Increase in equity securities resulting from

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

converting equity to debt (9,557) (13,901)
Capitalisation of interest payable as borrowings (311) (648)
In-kind contributions recognised as capital = (107)
Net changes in investing and financing

activities that do not involve cash receipts

and payments (9,868) (12,732)

Governor: Chen Yuan

The accompanying notes form an integral part of these financial statements.

Head of Finance: Shu Jiawei




CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

(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 institu-
tions and foreign commercial banks. At present, the Bank conducts its principal business activities exclu-
sively in the PRC.

At 31 December 2004, the Bank had 4,678 employees (2003: 4,224).

2 PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out
below:

A Basis of presentation

These financial statements are prepared in accordance with International Financial Reporting Standards
("IFRS"). The 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 derivative 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 (i) the impairment for loan losses and (ii) the fair value
of available-for-sale equity investments and derivatives. Although these estimates are based on historical
experience and other factors, including management’s best knowledge of current events and expectation
of future events, actual results ultimately may differ from those estimates.

The International Accounting Standard Board has issued a number of new IFRSs and revised International
Accounting Standards (“IAS”) which are effective for accounting periods beginning on or after 1 January
2005. The Bank has not early adopted these revised |ASs or new IFRSs for the year ended 31 December
2004. The Bank has already commenced an assessment of the impact of these revised IASs and new IFRSs
but is not yet in a position to state whether these standards would have a significant impact on its results
of operations and financial position.
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CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

B 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 currency forwards, 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 income.

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 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.



CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

E Interestincome and expense

Interest income and expense 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.

Once a financial asset or a group of similar assets has been written down as a result of an impairment loss,
interest income is recognised using the interest rate used to discount the future cash flows for the purpose

of measuring the impairment loss.
F Fee and commission income

Fees and commissions are recognised on an accrual basis when the related service has been provided. Fees
and commissions arising from negotiating, or participating in the negotiation of a transaction for a third
party, such as the purchase or sale of businesses, or issuance of securities, are recognised on completion of
the underlying transaction. Fees earned on guarantees and letters of credit are recognised on a straight-line

basis over the period covered by the guarantees or letters of credit.
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
counterparty. The difference between sale (purchase) and repurchase (resale) 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 income. Interest earned whilst holding trading securities is reported as interest income. Dividends

declared are included in dividend income.

All purchases and sales of trading securities that require delivery within 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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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

| Loans and provisions for impaired loans

Loans to customers and banks are reported on the balance sheet at amortised cost, which includes accrued
interest receivable, net of provision for impairment. All loans and advances are recognised when cash is
advanced to borrowers. The amounts of loan origination fees and the related costs are insignificant.

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. Specifically, in this regard, once a loan
becomes past due 90 days as to the payment of either principal or interest, it is considered impaired. If,
however, objective evidence of impairment related to a specific loan is identified prior to a 90-day delinquency,
that loan would be considered impaired. If there is objective evidence that 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.

Upon approval from the Ministry of Finance (“MoF”), loans that have been deemed uncollectible by
management are written off against the related provision for loan impairment.

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.

The provision for loan impairment is measured and recognised for loans that have been individually identified as
being impaired, and also covers unidentified losses which are inherent in the loan portfolio at the balance
sheet date, based on an analysis of historical losses and changes in asset quality.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

J Investment securities

The Bank classifies its investment securities into the following two categories: held-to-maturity and
available-for-sale. 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 investment securities are subsequently re-measured based on quoted
bid prices or amounts derived from cash flow models. Fair values for unlisted equity securities, including
those received in debt-to-equity swaps, are estimated using cash flow models and, where appropriate,
latest transaction price, valuation of investments, price/earnings or price/cash flow ratios refined to reflect
the specific circumstances of the issuer. Significant assumptions used in cash flow models include estimates
of operating cash flows and guarantor support. Unrealised gains and losses arising from changes in the fair
value of investment securities 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.

Held-to-maturity investment securities are carried at amortised cost using the effective yield method,
including accrued interest receivable, less any provision for impairment.

An investment security is impaired if its carrying amount is greater than its estimated recoverable amount.
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, in the case of equity securities, a significant or prolonged decline in the fair value below its cost. If
there is objective evidence on impairment loss on held-to-maturity investment securities 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 rate. If there is objective evidence that an available-for-sale investment security is
impaired, the cumulative loss that has been recognised directly in equity shall be removed from equity and
recognised in income statement.

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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FOR THE YEAR ENDED 31 DECEMBER 2004
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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 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.

When an operating lease is terminated before the lease period has expired, any payment required to be
made to the lessor by way of penalty is recognised as an expense in the period in which termination takes

place.

All leasing activities engaged by the Bank to date have involved solely operating leases. The Bank has not

conducted any leasing activities as lessor.
M Cash and cash equivalents

For 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 balance with the People’s Bank of China

("PBOC"), and amounts due from other banks.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

N Provisions

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

can be made.
O 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 or liabilities to retired employees. These plans are generally funded by payments from

employees and the Bank.

The Bank's contributions to these plans are charged to the income statement in the period to which they

relate.
P Deferred income taxes

Deferred income tax is provided in full, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the 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 arises. The tax effects of income tax losses available for carry forward
are recognised as an asset when it is probable that future taxable profits will be available against which

these losses can be utilised.
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.

123



124

%4 | Financial Statements

CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

R Paid-in capital

The MoF has fully funded the Bank’s required paid-in capital.
S Fiduciary activities

Assets, and income arising thereon, together with related undertakings to return such assets to customers
are excluded from these 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 financial statements. When a change in

the probability of an outflow occurs so that outflow becomes probable, it will then be recognised as a provision.
U Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the

current year.

3 FINANCIAL RISK MANAGEMENT

A Strategy in using financial instruments

By its nature the Bank is engaged in the extensive use of financial instruments. The Bank raises funds primarily
by the 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 PBOC, the Bank seeks to increase these
margins by issuing long-term bonds with different maturities and reducing its cost of funds to the extent
possible.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

A Strategy in using financial instruments (cont’d)

The Bank engages in derivative transactions, which include currency forwards, currency 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.

The Bank does not conduct proprietary derivatives trading activities. Please refer to Note 2C for risk

management strategies regarding derivative financial instruments.
B Credit risk

The Bank takes on exposure to credit risk which is the risk that a counterparty will be unable to pay amounts
in full when due. Credit risk is increased when counterparties 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 and, therefore, could present different credit risks.

The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in
relation to single borrower, industry and location at provincial 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.
In some cases, guarantee deposits are received by the Bank to lessen the credit risks related to certain of
these commitments provided by the Bank. The guarantee deposit which is at certain percentage of the
notional amount of the guarantee and letters of credit and other credit related commitments is determined
by the creditworthiness of the customer.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

B Credit risk (cont'd)

Commitments to extend credit represent unused portions of authorisations to extend credit in the form of
loans, guarantees or letters of credit. With respect to credit risk on commitments to extend credit, the Bank
is potentially exposed to loss in an amount equal to the total unused commitments. However, the likely
amount of loss is less than the total unused commitments since most commitments to extend credit are
contingent upon customers maintaining their level of creditworthiness. The Bank monitors the term to
maturity of credit commitments because longer-term commitments generally have a greater degree of

credit risk than shorter-term commitments.

Loans and advances by geography

2004 2003
Amount % Amount %
|

Loans to customers

Eastern China * 753,150 53 607,669 53

Central China ** 332,043 24 284,295 25

Western China *** 322,961 23 246,135 22

Loans to banks 1,325 - 1,839 =

Accrued interest receivable 3,335 - 2,313 >
1,412,814 100 1,142,251 100

*  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 Credit risk (cont’'d)

Loans and advances by industry

2004 2003
Amount % Amount %
Loans to customers
Electric power and heating 371,962 26 340,745 30
Road transportation 313,824 22 235,192 21
Water conservancy, environment
protection and public utilities
management 312,552 22 182,506 16
Railway transportation 91,907 7 118,302 10
Petroleum, petrochemical and
chemical industry 80,616 6 40,019 4
Telecommunication and other
information transmission
service 50,944 4 42,724 4
Urban public transportation 49,339 3 68,892 6
Other 137,010 10 109,719 9
Loans to banks 1,325 - 1,839 =
Accrued interest receivable 3,335 - 2,313 -
1,412,814 100 1,142,251 100

127



128

%4 | Financial Statements

CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

3 FINANCIAL RISK MANAGEMENT (CONT’D)

B Credit risk (cont'd)

Loans and advances by loan purpose

2004 2003
Amount % Amount %
[

Loans to customers
Infrastructure loans 1,338,841 95 1,089,153 95
Working capital loans 51,721 4 31,360 3
Technological renovation loans 17,592 1 17,586 2
Loans to banks 1,325 - 1,839 =
Accrued interest receivable 3,335 - 2,313 =
1,412,814 100 1,142,251 100

C Market risk

The Bank takes on exposure to 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 would increase.
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 mainly in USD. 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
narrow band (from USD 1 : RMB 8.2765 to USD 1 : RMB 8.2776 from 2003 to 2004). There can be no
assurance that this practice will continue in the future. If this practice does not continue, the Bank's
exposure to currency risk would increase. The Bank is exposed to effects of fluctuations in the prevailing
foreign currency exchange rates on its financial position and cash flows. The management sets limits on the

level of exposure by currency, which are monitored regularly.
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

D Currency risk (cont'd)

The table below summarises the Bank’s exposure to foreign currency exchange rate risk at the end of the
year. Included in the table are the Bank’s assets and liabilities at carrying amounts in Rmb, categorised by

the original currency.

Other
RMB UsD currencies Total

As of 31 December 2004

Assets:

Cash and balance with banks 29,638 173 215 30,026
Loans, net 1,308,501 60,769 19,916 1,389,186
Cinda bonds, net 103,154 - - 103,154
Investment securities 38,861 5,210 = 44,071
Other 7,431 171 443 8,045
Total assets 1,487,585 66,323 20,574 1,574,482
Liabilities:

Due to other banks and customers 95,915 741 23 96,679

Securities sold under repurchase

agreements 3,006 - - 3,006
Borrowings from other banks

and governments 32,170 31,670 19,772 83,612
Debt securities in issue and

subordinated debts 1,252,625 16,076 6,130 1,274,831
Other 8,469 412 - 8,881
Total liabilities 1,392,185 48,899 25,925 1,467,009
Net on balance sheet position 95,400 17,424 (5,351) 107,473
Currency forwards and swaps - (5,846) 6,250 404
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

D Currency risk (cont'd)

Other
RMB USD currencies Total

As of 31 December 2003

Assets:

Cash and balance with banks 18,204 5 19 18,228
Loans, net 1,051,480 51,522 17,883 1,120,885
Cinda bonds, net 103,016 - - 103,016
Investment securities 27,531 2,359 - 29,890
Other 6,533 108 507 7,148
Total assets 1,206,764 53,994 18,409 1,279,167
Liabilities:

Due to other banks and customers 65,822 1,248 17 67,087

Borrowings from other banks and
governments 1,019 32,256 17,771 51,046

Debt securities in issue and

subordinated debts 1,050,905 11,167 2,334 1,064,406
Other 6,704 5 490 7,199
Total liabilities 1,124,450 44,676 20,612 1,189,738
Net on balance sheet position 82,314 9,318 (2,203) 89,429
Currency forwards and swaps - (2,414) 2,342 (72)
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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. The Bank’s exposure to interest rate risk could be increased if the PBOC changes its regulation and

practice related to the regulation of interest rates in China.

According to the PBOC regulations, loan interest rates can be set up to 10% below the PBOC benchmark

interest rates.
F Liquidity risk

The Bank is exposed to daily calls on its available cash resources from current accounts, maturing deposits,
debt securities in issue and subordinated debts, loan 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 re-investment of maturing funds can be predicted with a high level of
certainty. Management sets limits on the minimum proportion of maturing funds available to meet such
calls and on the minimum level of interbank and other borrowing facilities that should be in place to cover

withdrawals at unexpected levels of demand.

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.
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CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

(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, Current
account balances of customers, Securities sold under repurchase 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.
(2) Investment securities

The fair value of investment securities is based on quoted market price, if available. If a quoted market price
is not available, fair value is estimated using cash flow model and, where appropriate, latest transaction
price, valuation of investments, price/earnings or price/cash flow ratios refined to reflect the specific circum-
stances 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.



CHINA DEVELOPMENT BANK
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3 FINANCIAL RISK MANAGEMENT (CONT’D)

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

(4) Due to customers

The fair value of fixed 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, Debt securities in issue, Subordinated debts

The fair value of borrowings without quoted market price is calculated based on discounted cash flows

using interest rates for new borrowings with similar remaining maturities.

The aggregate fair values of debt securities are calculated based on quoted market prices. For those
securities where quoted market prices are not available, a discounted cash flow model is used based on a

current yield curve appropriate for the remaining term to maturity.

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

different, at 31 December 2004 and 2003 are summarised as follows:

Carrying Value Fair Value
2004 2003 2004 2003

Financial assets
Held-to-maturity investment

securities 1,766 1,738 1,778 1,739
Loans, net 1,389,186 1,120,885 1,398,081 1,129,928
Financial liabilities
Due to customers 95,935 65,743 95,908 66,558
Borrowings from other banks and

governments 83,612 51,046 88,747 56,713
Debt securities in issue and

subordinated debts 1,274,831 1,064,406 1,276,734 1,069,394
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4 NET INTEREST INCOME

2004 2003
|
Interest income
Balance with the PBOC 291 202
Loans 68,780 56,565
Cinda bonds 2,250 2,250
Investment securities 622 76
Other 51 74
71,994 59,167
Interest expense
Due to customers and banks 613 387
Borrowings from other banks and governments 3,739 2,918
Debt securities in issue and subordinated debts 36,600 31,438
Other 1 4
40,953 34,747
Net interest income 31,041 24,420
5 DIVIDEND INCOME
2004 2003
Available-for-sale investment securities 833 1,644
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FOR THE YEAR ENDED 31 DECEMBER 2004
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6 OTHER (EXPENSES) INCOME, NET

2004 2003

Derivative transactions:
- Unrealised gains 475 507
- Unrealised losses (338) (448)
137 59
- Realised gains 151 167
- Realised losses (14) (33)
137 134
Foreign exchange (losses) gains and other (478) 10
(204) 203

7 OPERATING EXPENSES

2004 2003
Staff costs 538 398
Administration expenses 279 237
Occupancy 90 88
Depreciation and amortisation 157 157
Travel expenses 73 58
Business tax and surcharges 3,528 2,938
Other 413 390
5,078 4,266
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CHINA DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

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

8 INCOME TAX EXPENSE

2004 2003
Current tax 6,082 4,233
Deferred tax (Note 17) 1,806 1,022
7,888 5,255

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

2004 2003
[

Profit before tax 25,297 18,467

Tax calculated at the statutory rate of 33% (2003: 33%) 8,348 6,094
Non-taxable income:

- Investment income (283) (201)

- Interest income on Cinda bonds (743) (743)

Non-deductible loss on disposal of staff quarters 413 -

Non-deductible salary and other expenses 141 105

Other 12 -

7,888 5,255

9 CASH AND BALANCE WITH THE PBOC

2004 2003

Cash and balance with the PBOC,
included in cash and cash equivalents (Note 11) 28,576 16,143

The entire balance with the PBOC is available for use in the Bank’s day to day operations.
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10 DUE FROM OTHER BANKS

2004 2003
Deposits with other banks, included in cash
equivalents (Note 11) 1,254 1,892
Restricted balances with other banks 196 193
1,450 2,085
11 CASH AND CASH EQUIVALENTS
Cash and cash equivalents in the cash flow statement consisted of the following:
2004 2003
Cash and balance with the PBOC 28,576 16,143
Due from other banks 1,254 1,892
Loans to banks 1,325 839
31,155 18,874
12 TRADING ASSETS AND LIABILITIES
2004 2003

Trading assets:

Government bonds, unlisted at fair value 1,684 314

Derivatives, at fair value
- Currency forwards 100 379
- Interest rate swaps 32 =
- Currency swaps 343 128
2,159 821
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12 TRADING ASSETS AND LIABILITIES (CONT’D)

2004

2003

Trading liabilities:

Derivatives, at fair value

- Currency forwards 100 379
- Interest rate swaps 238 69
338 448
13 LOANS AND PROVISION FOR IMPAIRED LOANS
The composition of loans is as follows:
2004 2003
Loans to customers 1,408,154 1,138,099
Loans to banks (Note 11) 1,325 1,839
Accrued interest receivable 3,335 2,313
1,412,814 1,142,251
Less: Provision for impaired loans (23,628) (21,366)
1,389,186 1,120,885
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13 LOANS AND PROVISION FOR IMPAIRED LOANS (CONT’D)

The components of the Bank’s provision are summarised below:

2004 2003

Unidentified impaired loans 16,531 13,833
Specifically identified impaired loans 7,097 7,533
23,628 21,366

Movement of provision for impaired loans:
2004 2003
I —

At 1 January 21,366 21,726
Provision for the year 3,826 2,164
Write-off (1,832) (2,583)
Recoveries 268 59
At 31 December 23,628 21,366

14 CINDA BONDS, NET

2004 2003

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

of Rmb 527 million (2003: Rmb 665 million) 3,154 3,016

103,154 103,016

The Cinda bonds are general debt obligations issued by China Cinda Asset Management Company (“Cinda”),
in exchange for certain non-performing loans transferred to Cinda by the Bank. In accordance with the
related agreement defining the terms of this transaction between the Bank and Cinda, certain non-performing
loans with an aggregate carrying value of Rmb 100 billion were transferred to Cinda in December 1999. The
Bank did not retain any control over or any continuing interest in the loans transferred to Cinda. In exchange for
the transfer of the non-performing loans, Cinda issued to the Bank 10-year bonds with principal amount of Rmb
100 billion and an interest rate of 2.25% per annum. Among other things, Cinda can redeem the bonds prior to
the stated maturity.
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14 CINDA BONDS, NET (CONT’D)

On 20 November 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 received by the Bank related to the
Cinda bonds should not be distributed to the Bank's shareholders.

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.

Included in the accrued interest receivable is overdue interest of Rmb 3,118 million (2003: Rmb 3,118
million). A provision of Rmb 527 million (2003: Rmb 665 million), computed based on the present value of
expected cash flows from collection of interest discounted at the original effective rate of the Cinda bonds,
was set aside resulting in a net carrying amount of Rmb 2,591 million (2003: Rmb 2,453 million). The

remaining current portion of accrued interest amounted to Rmb 563 million (2003: Rmb 563 million).

15 INVESTMENT SECURITIES

2004 2003
Available-for-sale
Debt securities,** unlisted at fair value 34,180 7,395
Equity securities,* unlisted at fair value 8,125 20,757
42,305 28,152
Held-to-maturity
Debt securities,** unlisted at amortised cost 1,766 1,738
44,071 29,890

*

Upon the approval of relevant authorities, the Bank has entered into debt-to-equity swap (“DES")
transactions with certain of its borrowers. In accordance with the related agreements, the Bank
forgives all or part of the loan principal outstanding, together with interest receivable, in exchange for
the borrower’s equity securities. Each of the individual transactions was structured so that the fair value
of the equity securities received equalled the carrying value of the related loan and no gain or loss was
recorded.
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15

**

INVESTMENT SECURITIES (CONT’D)

No loans were converted to equity in 2004 (2003: Rmb 1,924 million).

The proceeds from the sale of equity securities were Rmb 15,672 million (2003: Rmb 716 million), with
a related gain of Rmb 1,759 million (2003: Rmb 380 million).

These DES transactions were directed by the Chinese Government to assist borrowers in restructuring
their financial positions. Certain of the agreements between the Bank and borrowers express the borrower’s
intention to repurchase, subject to Government approval, the related equity securities from the Bank
within a specified period of time. This stated intention does not create any legally enforceable

obligation on the borrower to repurchase its equity securities.

Consistent with the nature of these DES arrangements, the Bank periodically discusses with borrowers the
potential terms and timing of repurchases of equity securities transferred to the Bank. As any repurchases of
equity securities would be subject to Government direction and approval, it is not possible to predict
with any certainty the timing of potential repurchases. The price at which such securities are repurchased is
determined through negotiation among the Bank, the Chinese Government and the borrower, with
reference to the fair value.

Unlisted equity securities are carried at fair value. These securities were received in connection with the
above mentioned Government directed DES transactions and there are a number of risks and uncertainties
inherent in the determination of fair value. The disposal of these securities is subject to significant
influence of the Government, which affects the Bank’s assessment of fair value of these securities.
Further, as China is a developing economy, relevant market information is potentially susceptible to
significant volatility.

Included in debt securities are structured bonds of Rmb 1,531 million (2003: Rmb 1,175 million) issued
by other financial institutions with embedded derivatives, comprising mainly credit default options,
prepayment call options and interest rate options. The accounting treatment of these embedded
derivatives is described in Note 26.
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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
At 1 January 2003 34,452 497 34,949
Additions 36,613 1,241 37,854
Disposals (sales, redemptions and
maturities) (42,092) - (42,092)
Gain on disposal 421 - 421
Impairment provision (1,242) - (1,242)
At 31 December 2003 28,152 1,738 29,890
At 1 January 2004 28,152 1,738 29,890
Additions 71,350 416 71,766
Disposals (sales, redemptions and
maturities) (60,248) (388) (60,636)
Gain on disposal 1,770 - 1,770
Write-back of impairment provision 8E8 - 333
Unrealised gain on changes in fair
value 948 - 948
At 31 December 2004 42,305 1,766 44,071

Apart from redemptions and maturities, the Bank has not disposed of any held-to-maturity investment

securities during the year.
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16 FIXED ASSETS, NET

2004 2003
Cost 3,144 2,623
Accumulated depreciation (528) (386)
Net book value 2,616 2,237
Construction in progress 80 175

2,696 2,412

The net book value of fixed assets consisted of the following:
Office Leasehold Motor
Buildings  equipment improvements vehicles Total

Cost
At 1 January 2004 2,074 303 21 225 2,623
Add: Additions 453 46 1 36 536
Less: Disposals (5) 2 - (8) (15)
At 31 December 2004 2,522 347 22 253 3,144
Accumulated depreciation
At 1 January 2004 129 160 10 87 386
Add: Additions 74 46 3 27 150
Less: Disposals (1) 2 - (5) (8)
At 31 December 2004 202 204 13 109 528
Net book value
At 31 December 2004 2,320 143 9 144 2,616
At 31 December 2003 1,945 143 11 138 2,237
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17 DEFERRED INCOME TAX

The movement of deferred income tax assets is as follows:

2004 2003
At 1 January 3,608 4,566
Income statement charge (Note 8) (1,806) (1,022)
Unrealised gain on changes in fair value of
available-for-sale investment securities (313) -
Other (Note 24) - 64
At 31 December 1,489 3,608
Deferred income tax assets (liabilities) are attributable to the following items:
2004 2003
Provision for impaired loans 2,749 2,840
Provision for impairment of equity securities 419 1,236
Provision for accrued interest on Cinda bonds 174 220
Loss on disposal of staff quarters - 413
Provision for doubtful receivables 42 54
Unrealised gain on derivatives (45) (19)
Temporary difference in capitalisation of
transaction cost on issuance of bonds (666) (603)
Temporary difference in net interest income (931) (553)
Unrealised gain on changes in fair value of
available-for-sale investment securities (313) -
Other 60 20
1,489 3,608
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17 DEFERRED INCOME TAX (CONT’D)

The deferred tax charge in the income statement and owner’s equity comprises the following temporary

differences:

2004 2003
Provision for impaired loans 91 903
Provision for equity securities impairment 817 94
Provision for accrued interest on Cinda bonds 46 (220)
Loss on disposal of staff quarters 413 2
Provision for doubtful receivables 12 2
Unrealised gain on derivatives 26 17
Temporary difference in capitalisation of
transaction cost on issuance of bonds 63 81
Temporary difference in net interest income 378 62
Unrealised gain on changes in fair value of
available-for-sale investment securities &3 -
Other (40) 81
2,119 1,022
18 OTHER ASSETS
2004 2003
Receivable from disposal of equity securities 1,150 -
Other 551 307
1,701 307
19 DUE TO CUSTOMERS
2004 2003
Current accounts 90,798 62,205
Time deposits 4,993 2,796
Guarantee deposits 144 742
95,935 65,743
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20 BORROWINGS FROM OTHER BANKS AND GOVERNMENTS

2004 2003
Borrowings from foreign banks - import credit 39,539 40,442
Borrowings from domestic banks 36,776 5,304
Other borrowings from foreign commercial banks 5115 83,5112
Borrowings from foreign governments 2,182 1,788
83,612 51,046
21 DEBT SECURITIES IN ISSUE
Average interest rate
per annum (%) 2004 2003
Rmb financial bonds issued in 3.24
domestic market (2003: 3.31) 1,232,619 1,050,905
Foreign currency bonds issued in 3.65
domestic market (2003: 3.65) 4,176 4,179
Foreign currency bonds issued in 5.40
international market (2003: 6.92) 18,030 9,322
1,254,825 1,064,406

Certain financial bonds have provisions which allow the Bank or the bond holders to redeem them prior to
the bonds’ maturity. If the Bank chooses not to exercise its redemption option on a specified date, it is
obligated to pay a higher interest rate on the bond. None of the foreign currency bonds are subject to
redemption prior to their stated maturities.

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.

One of the financial bonds has provisions which allow the bond holders to extend the bond’s maturity.
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22 SUBORDINATED DEBTS

Average interest rate
per annum (%)

2004

2003

Rmb debts issued in domestic market

5.42 (2003: Nil)

20,006

The subordinated debts have provisions which allow the Bank to redeem them prior to maturity. If the Bank

chooses not to exercise its redemption option on a specified date, it is obligated to pay a higher interest rate

on the debt.

23 OTHER LIABILITIES

2004 2003
Income tax payable 5,651 4,143
Other payables 1,183 1,075
Other 1,709 1,533
8,543 6,751
24 PAID-IN CAPITAL

2004 2003
At 1 January 50,000 49,050
Capital contribution* - 752

Transfer of capital surplus and associated
deferred tax to paid-in capital** - 198
At 31 December 50,000 50,000

* The registered capital of the Bank is Rmb 50 billion, all of which is required to be contributed by the MoF.

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 Rmb 134 million and
the associated deferred tax effect of Rmb 64 million (Note 17) totaling Rmb 198 million to paid-in

capital.
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25 SURPLUS AND WELFARE RESERVES

Within Owner’s Equity, the Bank has established a general surplus reserve, a statutory surplus reserve and
a statutory welfare reserve. The purpose of establishing these reserves is to segregate and restrict the use of
retained earnings that would otherwise be available for distribution to the owner. All transfers from retained

earnings to the reserves and transfers among the reserves must be approved by the MoF.

Upon the approval by the MoF in 2004, the Bank allocated Rmb 540 million (2003: Rmb 3,512 million),
representing 10% (2003: 25%) of its statutory profit after taxes for the year ended 31 December 2003, of
its retained earnings to statutory surplus reserve and statutory welfare reserve, in each case, based on its
statutory financial statements for the year ended 31 December 2003. Once approved by the MoF, the
statutory surplus reserve can be used to fund operating losses or transferred to registered capital, whereas
the statutory welfare reserve represents the amount of future capital expenditures which are designated for

employee welfare purpose.

Upon the approval by the MoF, the Bank transferred from statutory welfare reserve to general surplus
reserve in the amount of Rmb 653 million during 2003. Such transfer relates strictly to the segregation of
amounts within Owner’s Equity and does not affect income.

No profit appropriation to these reserves has been made with respect to net income for the year ended 31
December 2004 as the profit appropriation plan is pending approval by the MoF.

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 counterparties fail to perform their obligation. This risk is monitored on an ongoing basis with
reference to the current fair value, the notional amount of the contracts and the liquidity of the market. To
control the level of credit risk taken, the Bank assesses counterparties using the same techniques as for its

lending activities.

At 31 December 2004, the Bank had a total of 49 foreign currency forward contracts, currency swap
contracts and interest rate swap contracts outstanding. These contracts will become due at various dates
through November 2018.
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26 DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D)

The notional amounts of certain types of financial instruments provide a basis for comparison with
instruments recognised on the balance sheet but do not necessarily indicate the amounts of future cash
flows involved or the current fair value of the instruments and, therefore, do not indicate the Bank’s
exposure to credit or price risks. The derivative instruments become favourable (assets) or unfavourable
(liabilities) as a result of fluctuations in market interest rates or foreign exchange rates relative to their
terms. The aggregate contractual or notional amount of derivative financial instruments on hand, the
extent to which instruments are favourable or unfavourable and, thus the aggregate fair values of
derivative financial assets and liabilities can fluctuate significantly from time to time. The fair values of

derivative instruments held are set out in the following table.

Contract/notional Fair values

amount Assets Liabilities
As at 31 December 2004
Currency forwards 1,766 100 100
Currency swaps 5,846 343 -
Interest rate swaps 19,025 32 238
Extension option 20,000 = =
Credit default options 538 - -
Total derivative assets/liabilities 475 338
As at 31 December 2003
Currency forwards 4,281 379 379
Currency swaps 2,594 128 -
Interest rate swaps 7,396 - 69
Credit default option 621 = =
Total derivative assets/liabilities 507 448

The table above provides a detailed breakdown of the contractual or notional amounts and the fair values
of the Bank's derivative financial instruments outstanding at year-end. These instrument allow the Bank and

its customers to transfer, modify or reduce their foreign exchange and interest rate risks.
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26 DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D)

Included in held-to-maturity investment securities are structured bonds of Rmb 993 million (2003: Rmb
554 million), which are debt instruments with embedded prepayment call options and interest rate options
(Note 15). The economic characteristics of these embeded derivatives are closely related to the host contracts’
economic characteristics and are not separated from the host contracts for accounting purpose.

Included in available-for-sale securities are structured bonds of Rmb 538 million (2003: Rmb 621 million),
which are debt instruments with embedded credit default options (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 and subordinated debts are bonds with redemption options and conversion
options. These bonds amounted to Rmb 250,000 million (2003: Rmb 180,000 million) (Notes 21 and 22).
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. Also included in debt
securities in issue is a bond of Rmb 20,000 million (2003: Nil) (Note 21) with an extension option. The
economic characteristics of this embedded derivative are not closely related to the host contracts’ economic
characteristics and are separated from the host contracts for accounting purpose through trading assets

and liabilities at fair value.

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 counterparties,
industry sectors and countries. Actual credit exposures and limits are regularly monitored and controlled by

management.

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 Rmb 40 million
for the year (2003: Rmb 31 million).
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28 CONTINGENT LIABILITIES AND COMMITMENTS

Operating lease commitments at 31 December 2004:

Within one year

Between one and five years

2004 2003
Commitments to extend credit:
Corporate bond guarantees 14,500 10,500
Letters of guarantee issued 35,826 993
Letters of credit issued 2,041 6,369
Undrawn credit commitments 766,094 758,219

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

54

56
110
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ORGANIZATION STRUCTURE
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2475 \E8 BANKING DEPARTMENT

ik AL R EB R EXITA KR 1585 (ImFKE)

Add: No.158 Fuxingmennei Street, COSCO Mansion,
Beijing

B & (Tel):(010) 66412212

£ H (Fax):(010) 66412282

B 4 (Zip): 100031

K i#4>4T TIANJIN BRANCH

St 5 TS X K 1 O SRR 4 TR s A

Add: No. +9, Binshui Road, Hexi District, Building A
Huanbohai Development Center, Tianjin

B1iE (Tel): (022) 85681106

f£ & (Fax):(022) 88355858
R 4% (Zip): 300061

idt 4347 HEBEI BRANCH

Wik AR ETRETEE O ST B E

Add: No.9, Yuhuaxi Road, Building B Yuyuan Plaza,
Shijiazhuang

B & (Tel):(0311) 5288100

£ & (Fax):(0311) 5288112

#B 4% (Zip):050051

L7417 SHANXI BRANCH

Hhk: 1L 7 & KSR P 7 268 S
Add: No.268, Fuxi Street, Taiyuan
1% (Tel):(0351) 4937222

£ (Fax):(0351) 4937224

HR 4% (Zip):030002

A4 1T INNER MONGOLIA BRANCH

ik PRSI T R 88 S

Add. No.88, Xinchengdong Street, Huhhot
B & (Tel): (0471) 4690325

12 E(Fax):(0471) 4690469

B %% (Zip):010010

iT=57434F LIAONING BRANCH

ik LA X FE A 109 5
Add: No.109, Qingnian Street, Shenyang
83E (Tel):(024) 22953502

£ B (Fax):(024) 22953371

R 4% (Zip):110014

K i%E4>1T DALIAN BRANCH

Hoib: K EFT AR 15 SR AE 25-27 B

Add: No.15, Renmin Road, Floor 25-27 ChinaBank
Plaza, Dalian

B 1E (Tel):(0411) 2810147

£ E (Fax):(0411) 2633839

B} 4% (Zip): 116001

#4317 JILIN BRANCH

ik KETRRERHF IS

Add: No.3, Dongminzhu Street, Changchun
B & (Tel): (0431) 8922805

12 E(Fax):(0431) 8922827

HB %% (Zip): 130061
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Hibng R B R X AMIIES 131 5

Add: No.131, Xiangjiang Road, Nangang District, Harbin
B 1A (Tel):(0451) 53907800

f&£ E (Fax):(0451) 53907808

84 (Zip): 150090

_Ei541T SHANGHAI BRANCH

ik EiETIAR R 500 SERALRITAE
Add: No.500, Pudongnan Road, CDB Plaza, Shanghai
1% (Tel):(021) 58883655

f£H (Fax):(021) 58883659

B 4% (Zip):200120

sSTF4r4T JIANGSU BRANCH

it R RTMER 188 5

Add: No.188, Guangzhou Road, Nanjing
B8 & (Tel): (025) 83276222

f&£ E (Fax):(025) 83276204

B8 4% (Zip): 210024

#3447 ZHEJIANG BRANCH

kA T IR G EE 108 S

Add: No.108, Huanchengxi Road, Hangzhou
B & (Tel):(0571) 85786066

£ E (Fax):(0571) 85786094

HR 2% (Zip):310009

Z #0417 ANHUI BRANCH

ik & BRI 2R 246 S

Add: No.246, Wuhu Road, Hefei
B8 1E(Tel): (0551) 2867889

f£ & (Fax):(0551) 2875868

#B %% (Zip): 230061

2E 91T FUJIAN BRANCH

ik EMNT A 111 SERXRKE 2 =

Add: No.111, Wusi Road, Floor 32 Yifa Mansion,
Fuzhou

B 1E (Tel): (0591) 87270674

f£ E (Fax):(0591) 87856408

HR 2% (Zip):350003

SIF 54T JIANGX! BRANCH

it S TR E T RN AR E RO SERR AAEI5HE
Add: No.5, Nanyi Road, Shengfudayuan, Nanchang
B & (Tel):(0791) 6261679

f£E (Fax):(0791) 6262659

A8 4% (Zip):330046

L1 Z= 4317 SHANDONG BRANCH

Wit FE T DL 2-1 SILEAEI11E

Add: No.2-1,Maanshan Road, Floor 9-11 Shandong
Mansion, Jinan

1% (Tel):(0531) 5198100

£ E (Fax):(0531) 5198282

R 45 (Zip):250002
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SATRI 4} T HENAN BRANCH

Hodik KM T R A B 28 S

Add: No.28 Nongye Road, Zhengzhou
B & (Tel):(0371) 5795400

£ E (Fax):(0371) 5795444

BB 4 (Zip):450008

#dt 43147 HUBEI BRANCH

b EIX TR EX Rt 66 SEERRAES11F

Add: No.66, Zhongbei Road, Floor 8-11 Jinjin Garden
A, Wuhan

B & (Tel):(027) 87326608

£ E (Fax):(027) 87326563

MR 4 (Zip):430071

#IET434T HUNAN BRANCH

kAP T R I EE 465-467 SR BEFEE -8 &

Add: No.465-467,Furongzhong Road, Floor 7-8 South
Building of Jinyuan Plaza, Changsha

B 1% (Tel): (0731) 5164307

£ & (Fax):(0731) 5163160

MR 4 (Zip):410007

"% 41T GUANGDONG BRANCH

ik M H AR XA E RS 116118 S E 72028/

Add: No.116-118, Tiyudong Road, Floor 20-23
Fortune Square, Tianhe District, Guangzhou

B8 1% (Tel): (020) 38932908

fZE (Fax):(020) 38932800

B4 (Zip):510620

3R411 44T SHENZHEN BRANCH

3k RN TR E B E FR AR K E 13-15 4%

Add: Shennanzhong Road, Floor 13-15, International
Science and Technology Plaza, Shenzhen

B 1E (Tel): (0755) 25987810

£ & (Fax):(0755) 25987800

MR 4% (Zip):518033

J A% {T GUANGXI BRANCH

b BT REKNE 382 SHLRKNE23E

Add: No.38-2, Minzu Street, Floor 23 Taian Mansion,
Nanning

B & (Tel):(0771) 5879990

£ & (Fax):(0771) 5878601

BB 45 (Zip) :530022

#4517 HAINAN BRANCH

ik OHREEKNE 81 SEFRE

Add: No.81, Binhai Street, Nanyang Mansion, Haikou
B8 iE (Tel):(0898) 68551933

£ B (Fax):(0898) 68551933
BB 4% (Zip):570105

&= K417 CHONGQING BRANCH

ik ER T AR 68 SAMEBE

Add: No.68, Zourong Road, Daduhui Plaza, Chongaing
B & (Tel):(023) 63748112

£ E (Fax):(023) 63748100

BB 4 (Zip):400010
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Add: No.47 of the 4th, Renminnan Road, Chengdu

B8 1A (Tel): (028) 85248399
f£ & (Fax):(028) 85248383
B4 (Zip):610041

=M 44T GUIZHOU BRANCH
Hydh: 5 B o L P BE 18 SA T AE 152

Add: No.18, Zhongshanxi Road, Floor 15 Pacific

Plaza, Guiyang
1% (Tel):(0851) 8651588
£ 2 (Fax):(0851) 8651559
B4R (Zip):550001

Z= 41T YUNNAN BRANCH

ik BT RN AR 158 S

Add: No.158, Dongfengxi Road, Kunming
B8 1E(Tel): (0871) 3634094

f£E (Fax):(0871) 3634001

A8 4% (Zip):650031

Bk 49T SHANXI BRANCH

Wit AR mE T 2 SERARBRITAE
Add: No.2 Gaoxinyi Road, CDB Plaza, Xi'an
B8 1& (Tel): (029) 87660578

f£ & (Fax):(029) 87660581

R 2% (Zip): 710075

Hi#41T GANSU BRANCH

k= M TR REE 507 S

Add: No.507, Binhedong Road, Lanzhou
% (Tel):(0931) 8854771

f£E (Fax):(0931) 8836380

HR 2% (Zip): 730030

FEE4r1T XINJIANG BRANCH

it S EARFHENE2 S

Add: No.2, Dongfeng Road, Urumai
815 (Tel):(0991) 2335001

f£HE (Fax):(0991) 2335002

H8 4R (Zip):830002

T E 417 NINGXIA BRANCH

bR ) TR R AR 43 S 4 4%

Add: No.43, Building 4 Xinhuadong Street, Yinchuan
B & (Tel): (0951) 6010487

f£ E (Fax):(0951) 6010483

#B 45 (Zip): 750004

Fi8417 QINGHAI BRANCH

ik T T AMAR 165

Add. No.15, Wusixi Road, Xining
B 3E (Tel): (0971) 6307463

£ & (Fax):(0971) 6307463

HR 2% (Zip):810008
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EH AL HONG KONG REPRESENTATIVE OFFICE

it BEERRERE 1 SERERF/0—H) 38 S
3307-3308 =
Add: Suite 3307-3308 33/F One International Finance
Center, No.1 Harbor View Street, Central,
Hong Kong
B & (Tel):(+852) 28016218
12 E (Fax):(+852) 25304083
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