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Financial Statements

#AEfifRER Balance Sheet

2005-12-31 2006-12-31 2007-12-31

TERT R LR TER TN Due from Central Bank 5,209,112 1,356,649 2,151,820
TFRE 2RI Due from Banks 2,850,534 1,744,700 957,783
P E Interbank Lendings 7,016,374 1,218,788 16,121,711
IR Loans 175,986,853 231,670,141 321,054,935

B RHMEEES Less: Provision for Doubtful Debt in Loans 2,174,432 2,747,992 4,217,610
R Y ERIm Sundry Accounts Receivable 1,210,985 1,234,435 1,249,378
‘& Investment 6,700,972 3,884,682 10,393,117
EE&R~RE Fixed Assets 1,276,825 1,372,788 1,429,190

" RITHTIA Less: Accumulated Depreciation 271,701 346,194 409,679
HibF = Other Assets 6,987,825 18,909,151 30,009,988
H/rERit TOTAL ASSETS 204,793,347 258,297,148 378,740,633
ENZ/VN Interbank Borrowings 7,469,090 1,352,383
A 7FFR Enterprise Deposits 15,599,424 30,240,356 31,777,303
RIEFRIN Guarantee Sum 542,987 369,196 1,631,115
JSARESRI Sundry Accounts Payable 2,864,161 3,148,614 4,878,918
K HR{E=R Long-term Borrowings 16,234,911 20,850,884 36,294,459
RKaEsESs Bonds Issued 152,457,194 167,735,750 267,371,236
Bk R Fiscal Subsidized Funds 3,454,628 3,370,095 3,378,163
Htb iR Other Liabilities 7,941,115 19,550,912 22,957,164
nRET TOTAL LIABILITIES 199,094,420 252,734,897 369,640,741
LR A Paid-in Capital 5,000,000 5,000,000 5,000,000
RANTR Capital Surplus -70,280 -151,402 -307,489
BT Earnings Surplus 355,339 363,007 373,173
— RS A 3,571,174
KO BECHE Undistributed Profit 413,868 350,646 463,034
mAEENEEIT TOTAL OWNER'S EQUITY 5,698,927 5,562,251 9,099,892
HEEAEENERIT TOTAL LIABILITIES AND OWNER'S EQUITY 204,793,347 258,297,148 378,740,633
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figm3*® Profit and Loss Statement
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Interest Income
Commissions and Other Income
TOTAL INCOME
Interest Expenses
Commissions and Other Expenses
Administrative Expenses
Sales Tax and Affixation
TOTAL EXPENDITURES
PRE-TAX INCOME

Less: Income Tax
INCOME AFTER TAX

2007

12,960,139
5,510,343
18,470,482
10,442,840
6,580,732
599,899
668,207
18,291,678
178,805
69,411
109,394
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SPEBFEREELZHARIGER
Addition to the Balance Sheet
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Due from Banks
Accounts Receivable
Interest Receivable
Onlent Foreign Government Loans
Less: Provision for Doubtful Debt in Loans
TOTAL ASSETS

Accounts Payable
Borrowings of Foreign Government Loans
TOTAL LIABILITIES

Undistributed Profits
TOTAL OWNER'S EQUITY
TOTAL LIABILITIES & OWNER'S EQUITY

2007-12-31

1,509,895
4,470,574
1,831,249
138,015,774
345,690
145,481,802

2007-12-31
1,052,937
144,250,013
145,302,950

2007-12-31
178,852
178,852

145,481,802
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Notes to Financial Statements
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Basis for Preparing the Financial Statements

(—) SITHE
BB (PEARKMESIDE) | (SBEWRHHE) (W 993EHH)
M (SRRREUMEHE) SEEEARIUSRE.

(Z) HRLCEPH
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BRAG. KEAT. BENT. BBHG. WILEH. WHENG. EXSHH
HREENT. ERRIRRIRE 2NN S SHRRT B4

(1) Accounting System

The financial statements are prepared in accordance with the relevant rules and
regulations of the Accounting Law of the People's Republic of China, the Accounting
System for Financial Institutions (promulgated by the Ministry of Finance in 1993) and
the Regulations Regarding Financial Activities of Financial and Insurance Enterprises.

(2) Number of Units Incorporated in the Statements

There are 12 final account units by the end of the year, including the Head Office,
Banking Department, Shanghai Branch, Shenzhen Branch, Nanjing Branch, Dalian
Branch, Chengdu Branch, Qingdao Branch, Zhejiang Branch, Hunan Branch, Chongging
Branch and Shaanxi Branch. The annual financial statements are prepared by
incorporating the individual statements of the 12 final account units.
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Accounting Policies and Accounting Estimates
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(1) Accounting Year

The accounting year runs from January 1, 2007 to December 31, 2007

(2) Reporting Currency
The reporting currency is RMB.

(3) Reporting Basis and Valuation Method

Except the onlending business for which cash basis accounting is applied, all the
rest of the Bank's businesses are prepared on an accrual basis and at actual costs.

(4) Foreign Currency Transaction and the Translation of Foreign
Currency Financial Statements

Foreign currency transaction is recorded separately. The paid-in capitals in foreign
currency are translated into RMB at historical exchange rates and the differences are
recognized in "Capital Reserve"; the year-end balances of the rest foreign exchange
accounts are translated into amounts of the reporting currency at the respective
exchange rates ruling at the end of the accounting year. The year-end benchmark
exchange rates of the major currencies for this accounting year were:

USD: RMB 1: 7.3046
EUR: RMB 1: 10.764059
JPY: RMB 1: 0.065054
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(5) Investments

Short-term investments are measured at actual costs of acquisition, and, except
for the cash dividends or interests already recorded in the receivables upon acquisition,
the cash dividends or interests acquired during the holding period are used to offset
the book values of short-term investments as the returns of investment costs when
they are actually received; as for long-term investments, the balances of the purchase
prices of bonds actually paid, with the tax, commission charges and various other
additional charges paid and the matured yet undrawn bond interests included in the
purchase prices actually paid deducted, are recorded as actual costs, and the accrued
interests are calculated on an accrual basis.

(6) Provisions for Doubtful Debts

Provisions for loan losses include special and specific provisions. Special provisions
are funds set aside based on the appropriate percentage of the loss to the whole
amount after the risk-based classification in line with the guidelines of risk-based
classification of loans. Specific provisions are funds set aside for covering losses
incurred by risks of state, region or industry loans. Provisions for loan losses are
presented as deduction to relevant assets on the balance sheet.

General reserves are withdraw from unappropriated profits which are set at 1%
of the year-end outstanding balance of all loans, inter-bank lending and risk-bearing
assets such as long-term and short-term investments (excluding RMB treasury bond

investment).

(7) Fixed Assets Valuation and Depreciation

Fixed assets are measured on a historical cost basis. Depreciation is provided
using the straight-line method on a monthly basis. Net residual value rate is estimated
at 3%. The estimated useful lives of different categories of fixed assets are as follows:
30 years for business houses, 35 years for non-business houses, 3 years for computers,
6 years for transportation equipments, and 5 years for communication equipment,
security system equipment, electric appliances and furniture, etc.
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(8) Interest Income Recognition

The Principles of interest income recognition are described as follows:

If a loan fails to be recovered within 90 days upon expiry (including extension
period, the same below), the accrued interests of the loan should be treated as an
off-balance-sheet item and cease to be recognized in the interest income of the current
period; the overdue interest income that has been accrued should, when the loan fails
to be recovered within 90 days upon expiry or the overdue interest fails to be recovered
within 90 days upon expiry, offset the interest incomes of the current period and be
treated as an off-balance-sheet item. The accrued interest as an off-balance-sheet
item should, upon actual received, be recognized as interest incomes of the collection
period.

(9) Tax

The income tax is accounted for using the payable method at a rate of 33% upon
adjustment according to the provisions of taxation policies and is paid by the Head
Office at the end of the year. The operating tax is calculated at a rate of 5% and paid
by the Head Office and the business branches separately.

=, FEQUBER, ST EEREXSVEEELE
Major Changes in Accounting Policies and

Accounting Estimates and Correction of Significant
Accounting Errors

(—) SHBREE
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(1) Changes in Accounting Policies

According to the Administrative Measures of the Ministry of Finance for the
Withdrawal of Reserves for Non-performing Debts of Financial Enterprises (No.49
[2005] of the Ministry of Finance), the Bank set aside special and general provisions
for loan losses. Special provisions are funds set aside based on the appropriate
percentage of the loss to the whole amount after the risk-based classification in line
with the guidelines of risk-based classification of loans and presented as deduction
to assets on the balance sheet.

Reserves that have been withdrawal are shifted from deduction to assets. The
withdrawal ratio is set at 1% of the year-end outstanding balance of all loans, inter-
bank lending and risk-bearing assets such as long-term and short-term investments
(excluding RMB treasury bond investment).

(2) There are no significant accounting errors this year.

P, FiE56Ee
Profit Distribution
R\ BEBHE . 32007 EFRLFFEFHTHHE.

After-tax profits for 2007 are distributed pursuant to the written reply of the Ministry
of Finance.

. ®IMEHE

Off-balance-sheet Items

REELLH 11 509 125 4155
FHERIERARLCE 328,579.50 757

Year-end Outstanding Balance of L/G

RMB 115,091,254,100

Year-end Outstanding Balance of L/C and Acceptance Bill
RMB 3,285,795,000
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