THIS PROSPECTUS IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this prospectus or as to the action to be taken, you should consult a licensed securities dealer, bank manager, solicitor, professional
accountant or other professional adviser.

If you have sold or transferred all your H Shares (as defined herein) in China Construction Bank Corporation, you should at once hand this prospectus and the accompanying
Provisional Allotment Letter (as defined herein) and Excess Application Form (as defined herein) to the purchaser or other transferee or to the bank, the licensed securities dealer
or other agent through whom the sale or transfer was effected for transmission to the purchaser or transferee. H Shareholders (as defined herein) with registered address in any of
the Specified Territories (as defined herein) and the Beneficial H Shareholders (as defined herein) who are resident of the Specified Territories are referred to the important
information set out in the paragraphs headed “Excluded Shareholders” and “Limited categories of persons in the Specified Territories who may be able to take up their Nil Paid H
Rights to subscribe for the H Rights Shares under the H Share Rights Issue” in the “Letter from the Board” in this prospectus.

A copy of this prospectus, together with copies of the Provisional Allotment Letter and the Excess Application Form and (where applicable) the documents specified in the
paragraph headed “Documents Delivered to the Registrar of Companies” in Appendix V to this prospectus have been registered by the Registrar of Companies in Hong Kong as
required by Section 342C of the Hong Kong Companies Ordinance. The Registrar of Companies in Hong Kong and the Securities and Futures Commission take no responsibility
for the contents of any of these documents.

Dealings in the securities of China Construction Bank Corporation and the H Rights Shares (as defined herein) and Nil Paid H Rights (as defined herein) may be settled through
CCASS (as defined herein) and you should consult a licensed securities dealer, bank manager, solicitor, professional accountant or other professional adviser for details of the
settlement arrangements and how such arrangements may affect your rights and interests.

Subject to the granting of the listing of and permission to deal in the H Rights Shares and Nil Paid H Rights on the Hong Kong Stock Exchange (as defined herein) as well as
compliance with the stock admission requirements of HKSCC (as defined herein), the H Rights Shares and Nil Paid H Rights will be accepted as eligible securities by HKSCC for
deposit, clearance and settlement in CCASS with effect from the respective commencement dates of dealings in the H Rights Shares and Nil Paid H Rights or such other dates as
determined by HKSCC. All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational Procedures in effect from time to time. Hong Kong
Exchanges and Clearing Limited, the Hong Kong Stock Exchange and HKSCC take no responsibility for the contents of this prospectus, the Provisional Allotment Letter and the
Excess Application Form, make no representation as to their accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of these documents.

N

M EEIZIRTT
China Construction Bank
A ] AR A T A A R ]
China Construction Bank Corporation

(a joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 939)

\> 2 $R [ B CICC Morgan Stanley

CCB International FEEBIES

Joint Global Coordinators, Joint Bookrunners, Joint Lead Underwriters

AN

CITI(¢Hyw = i = & & BofAA Merrill Lynch  CREDIT SUISSE @ BOC INTERNATIONAL

CITIC Securities International
Joint Bookrunners, Joint Lead Underwriters

PROPOSED H SHARE RIGHTS ISSUE OF 15,728,235,880 H SHARES
ON THE BASIS OF 0.7 H RIGHTS SHARES
FOR EVERY 10 EXISTING H SHARES AT HK$4.38 PER H RIGHTS SHARE
PAYABLE IN FULL ON ACCEPTANCE

Existing H Shares have been dealt in on an ex-rights basis from 10 November 2010. Dealings in the Nil Paid H Rights will take place from 23 November 2010 to 3 December 2010
(both days inclusive). The latest time for acceptance of and payment for the H Rights Shares and application of excess H Rights shares is at 4:00 p.m. on 8 December 2010. Further
details on the expected timetable for the H Share Rights Issue are set out in the section headed “Expected Timetable” in this prospectus. The procedure for acceptance or transfer of
H Rights Shares is set out in the “Letter from the Board” on pages 67 and 88 of this prospectus.

We are incorporated, and a substantial majority of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic, and
financial systems between the PRC and Hong Kong, and that there are different risk factors relating to investment in companies incorporated in the PRC. Potential investors should
also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong, and should take into consideration the different market nature of
our H Shares. Such differences and risk factors are set forth in the section headed “Risk Factors™ in this prospectus. The H Share Rights Issue is conditional upon the fulfilment of
the conditions set out in the paragraphs headed “Conditions of the H Share Rights Issue” under the section headed “Letter from the Board” in this prospectus. If the conditions of
the H Share Rights Issue are not fulfilled, the H Share Rights Issue will not proceed.

The H Share Rights Issue will proceed on a fully underwritten basis. The Underwriting Agreement (as defined herein) contains provisions entitling a two-thirds majority of the Joint
Global Coordinators (as defined herein) and Joint Bookrunners (as defined herein) (excluding any subsidiaries of the Bank) by notice in writing to terminate the Underwriting
Agreement on or prior to the Latest Time for Termination (as defined herein) on the occurrence of certain events, including force majeure, as set out in the paragraph headed
“Termination of the Underwriting Agreement” on pages 82 to 83 of this prospectus. If the Underwriting Agreement does not become unconditional or if it is terminated in accordance
with the terms thereof, the H Share Rights Issue may not proceed. Shareholders’ and potential investors’ attention is also drawn to the paragraph headed “Warning of the Risks of
Dealing in the H Shares and the Nil Paid H Rights” under the section headed “Letter from the Board” in this prospectus. Shareholders and potential investors in the Bank (as defined
herein) should therefore exercise caution when dealing in the H Shares or the Nil Paid H Rights. If in doubt, Shareholders and potential investors are recommended to consult their
professional advisers.
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NOTICES

The H Share Rights Issue is conditional upon the Underwriting Agreement becoming unconditional
and not being terminated in accordance with the terms thereof. Furthermore, if the conditions of the
H Share Rights Issue are not fulfilled, the H Share Rights Issue will not proceed, in which case, a further
announcement will be made by the Bank at the relevant time. It should also be noted that the H Shares
have been dealt in on an ex-rights basis from 10 November 2010 and that dealings in the Nil Paid H Rights
will take place from 23 November 2010 to 3 December 2010 (both days inclusive). Such dealings will take
place when the conditions of the H Share Rights Issue remain unfulfilled. Any person dealing in the
securities of the Bank up to the date on which such conditions are fulfilled or waived and any person
dealing in the Nil Paid H Rights from 23 November 2010 to 3 December 2010 (being the first and last day
of dealings in the Nil Paid H Rights, respectively) will accordingly bear the risk that the H Share Rights
Issue may not become unconditional and may not proceed. Any person dealing or contemplating any
dealing in the securities of the Bank, the Nil Paid H Rights and/or the H Shares during this period who is
in any doubt about his or her position is recommended to consult his or her own professional adviser.

EXCEPT AS OTHERWISE SET OUT HEREIN, THE H SHARE RIGHTS ISSUE DESCRIBED IN THIS
PROSPECTUS IS NOT BEING MADE TO H SHAREHOLDERS, BENEFICIAL H SHAREHOLDERS OR
INVESTORS WHO ARE LOCATED OR ARE RESIDENTS IN, OR WHO ARE CITIZENS OF, OR WHO
HAVE REGISTERED ADDRESS IN THE SPECIFIED TERRITORIES. This prospectus does not constitute or
form part of any offer or invitation to sell or issue, or any solicitation of any offer to acquire, the Nil Paid H
Rights or the H Rights Shares or to take up any entitlements to the Nil Paid H Rights or the H Rights Shares in
any jurisdiction in which such an offer or solicitation is unlawful. None of the Nil Paid H Rights, the H Rights
Shares, this prospectus, the Provisional Allotment Letter and the Excess Application Form will be registered
under the securities laws of any of the Specified Territories and none of the Nil Paid H Rights, the H Rights
Shares, this prospectus, the Provisional Allotment Letter and the Excess Application Form will qualify for
distribution under any of the relevant securities laws of any of the Specified Territories. Accordingly, the Nil
Paid H Rights and the H Rights Shares may not be offered, sold, pledged, taken up, resold, renounced,
transferred or delivered, directly or indirectly, into or within any Specified Territories absent registration or
qualification under the respective securities laws of such Specified Territories, or exemption from the registration
or qualification requirement under applicable rules of such Specified Territories.

Each person acquiring the Nil Paid H Rights and/or H Rights Shares under the H Share Rights Issue will be
required to confirm, or be deemed by his acquisition of the Nil Paid H Rights and/or H Rights Shares to confirm,
that he is aware of the restrictions on offers and sales of the Nil Paid H Rights and/or H Rights Shares described
in this prospectus.

H Shareholders with registered address in any of the Specified Territories and Beneficial H Shareholders
who are residents of the Specified Territories are referred to the paragraphs of this prospectus headed “Excluded
Shareholders” and “Limited categories of persons in the Specified Territories who may be able to take up their
Nil Paid H Rights to subscribe for the H Rights Shares under the H Share Rights Issue” under “Letter from the
Board”.

For a description of certain restrictions regarding the take-up of the Nil Paid H Rights for, and the offering
and sale of, the H Rights Shares, see the notices below.

NOTICE TO AUSTRALIAN INVESTORS

This prospectus does not constitute a disclosure document under Part 6D.2 of the Corporations Act 2001
(Cth). The offer to which this prospectus relates is being made in Australia in reliance on Class Order 00/183
(“Foreign Rights Issue”) issued by the Australian Securities and Investments Commission. Accordingly, this



NOTICES

prospectus does not necessarily contain all of the information a prospective investor would expect to be
contained in an offer document or which he/she may require to make an investment decision. This prospectus
only constitutes an offer in Australia for the sale of the Nil Paid H Rights and/or H Rights Shares to persons who
are recorded as holders of H Shares on the H Share Record Date.

As any offer for the issue of the Nil Paid H Rights and/or H Rights Shares under this prospectus will be
made without disclosure in Australia under Part 6D.2 of the Corporations Act 2001 (Cth), the offer of those Nil
Paid H Rights and/or H Rights Shares for resale in Australia within 12 months for their sale/issue may, under
section 707(3) of the Corporations Act 2001 (Cth), require disclosure to investors under Part 6D.2 if none of the
exemptions in section 708 of the Corporations Act 2001 (Cth) apply to the resale. The Nil Paid H Rights and/or
H Rights Shares issued to shareholders under the H Share Rights Issue will be issued for the purpose of raising
equity capital and not for the purpose of those shareholders selling or transferring the securities or granting,
issuing or transferring interests in, or options over, them.

NOTICE TO CANADIAN INVESTORS

Our Nil Paid H Rights and/or H Rights Shares will not be distributed in Canada. Any resale of our Nil Paid
H Rights and/or H Rights Shares in Canada must be made under applicable securities laws which will vary
depending on the relevant jurisdiction, and which may require resales to be made under available statutory
registration and prospectus exemptions, under a discretionary exemption granted by the applicable Canadian
securities regulatory authority or in a transaction not subject to securities legislation in Canada. Purchasers are
advised to seek legal advice prior to any resale of our Nil Paid H Rights and/or H Rights Shares.

NOTICE TO JAPANESE INVESTORS

Our Nil Paid H Rights and/or H Rights Shares have not been and will not be registered under the Financial
Instruments and Exchange Law of Japan (the “FIEL”). Accordingly, our Nil Paid H Rights and/or the H Rights
Shares may not be offered or sold, directly or indirectly, in Japan or to or for the benefit of any resident of Japan,
except pursuant to an exemption from the registration requirements of, and otherwise in compliance with the
FIEL and other applicable laws and regulations in Japan. As used in this paragraph, a “resident of Japan”
includes any person residing in Japan, any corporation or other entity organised under the laws of Japan.

NOTICE TO INVESTORS IN MACAU

Our Nil Paid H Rights and/or H Rights Shares may not be promoted, distributed, sold, delivered or offered
in Macau to Macau residents or entities except under the terms of and in compliance with the Macau Financial
System Act and any other laws, rules and regulations in Macau that may be applicable to the promotion,
distribution, sale, delivery or offer of our Nil Paid H Rights and/or H Rights Shares in Macau. Our Nil Paid H
Rights and/or H Rights Shares are not registered or otherwise authorised for public offer under the Macau
Financial System Act and any other laws, rules and regulations in Macau, and may not be promoted, distributed,
sold, delivered or offered in Macau to Macau residents or entities, unless such actions are made by credit or other
financial institutions duly licensed in Macau and upon their communication to the Macau Monetary Authority.

NOTICE TO MALAYSIAN INVESTORS

This prospectus has not been and will not be registered as a prospectus with the Malaysian Securities
Commission (“SC”) under the Capital Markets and Services Act 2007 (“CMSA”). This prospectus will not be
deposited as an information memorandum with the SC. Accordingly, this prospectus and any other document or
material in connection with the issue or offer for sale, or invitation for acquisition of the Nil Paid H Rights and/or
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NOTICES

H Rights Shares shall not be circulated nor distributed, nor may the Nil Paid H Rights and/or H Rights Shares be
issued, offered or sold, or be made subject of an invitation for acquisition, whether directly or indirectly, to any
person in Malaysia, other than to the persons specified in sections 229(1)(b) or 230(1)(b) or schedules 6 or 7 of the
CMSA.

The approval of the SC has not been sought and, consequently, the Nil Paid H Rights and/or H Rights
Shares may not be made available, or offered for acquisition, nor may any invitation to acquire the Nil Paid
H Rights and/or H Rights Shares, whether directly or indirectly, be issued to any person in Malaysia unless such
issue, offer or invitation is exempted from the requirement for the approval of the SC by virtue of schedule 5 to
the CMSA.

NOTICE TO PRC INVESTORS

This prospectus does not constitute a public offer of the Nil Paid H Rights and/or H Rights Shares, whether
by way of sale or subscription, in the PRC. According to relevant PRC laws and regulations, the Nil Paid
H Rights and/or the H Rights Shares are not being offered and may not be offered or sold directly or indirectly in
the PRC to, or for the benefit of, legal or natural persons of the PRC other than Huijin, certain Minority
Promoters (as defined herein) of the Bank, QDIIs and other qualified PRC investors. Please refer to the section
headed “Limited categories of persons in the Specified Territories who may be able to take up their Nil Paid H
Rights to subscribe for the H Rights Shares under the H Share Rights Issue” for further details.

NOTICE TO SINGAPOREAN INVESTORS

This prospectus and any other materials relating to the H Share Rights Issue have not been, and will not be,
lodged or registered as a prospectus in Singapore with the Monetary Authority of Singapore. Accordingly, this
prospectus and any other document or materials in connection with the offer or sale, or invitation for subscription
or purchase, or the allotment and issuance of the Nil Paid H Rights and/or H Rights Shares in connection with the
H Share Rights Issue, may not be issued, circulated or distributed, nor may the Nil Paid H Rights and/or H Rights
Shares be offered or sold, or be made the subject of an invitation for subscription or purchase, or be allotted or
issued, whether directly or indirectly, to persons in Singapore except pursuant to and in accordance with the
exemption in Section 273(1)(cd) of the Securities and Futures Act, Cap 289 of Singapore (“SFA”) or any other
exemptions as set out in Part XIII, Division 1, Subdivision 4 of the SFA.

This prospectus has been given to you on the basis that you are an existing shareholder of us. In the event
that you are not an existing shareholder of us, please return this prospectus immediately. You may not forward or
circulate this prospectus to any other person in Singapore.

Any offer is not made to you with a view to the Nil Paid H Rights and/or H Rights Shares being
subsequently offered for sale to any other party. There are on-sale restrictions in Singapore that may be
applicable to investors who acquire the Nil Paid H Rights and/or H Rights Shares. As such, investors are advised
to acquaint themselves with the SFA provisions relating to on-sale restrictions in Singapore and comply
accordingly.

NOTICE TO INVESTORS IN TAIWAN

The Nil Paid H Rights and/or H Rights Shares have not been and will not be registered with the Financial
Supervisory Commission (“FSC”) of Taiwan pursuant to relevant securities laws and regulations of Taiwan and
may not be offered or sold in Taiwan in the event that any such offer or sale would constitute an offer as defined
under the Securities and Exchange Act of Taiwan and require the registration thereof or report thereon with or to

iii



NOTICES

the FSC. No individual or entity in Taiwan has been authorised to offer, sell or otherwise advise on the offer or
sale of the Nil Paid H Rights and/or H Rights Shares in Taiwan.

NOTICE TO INVESTORS IN THE UNITED KINGDOM

This prospectus has not been delivered for approval to the Financial Services Authority (“FSA”) in the
United Kingdom or to an authorised person within the meaning of Financial Services and Markets Act 2000, as
amended (“FSMA”). No approved prospectus within the meaning of section 85 of FSMA or of the Directive
2003/71/EC of the European Parliament and the Council of 4 November 2003 on the prospectus to be published
when securities are offered to the public or admitted to trading (‘“Prospectus Directive”) has been published or is
intended to be published in relation to the Offers. Accordingly, this prospectus may not be offered to persons in
the United Kingdom except in circumstances which will not result in an offer to the public in the United
Kingdom in contravention of section 85(1) of FSMA.

Within the United Kingdom, this prospectus is only being addressed and distributed to persons to whom
interests may lawfully be promoted pursuant to section 21 of FSMA. In particular, this prospectus may be
addressed and distributed only to (a) persons to whom article 43 of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (“FPO”) applies or (b) persons to whom it may be lawfully communicated
(together being referred to as “Relevant Persons”). This communication must not be acted on or relied on by
persons who are not Relevant Persons. Any investment or investment activity to which this communication
relates is available only to Relevant Persons and will be engaged in only with Relevant Persons.

NOTICE TO U.S. INVESTORS

None of the Provisional Allotment Letters, the Excess Application Form, the Nil Paid H Rights and the
H Rights Shares have been or will be registered under the U.S. Securities Act or securities laws of any state or
territory of the United States, nor may they be offered, sold, taken up, resold, renounced, transferred, delivered,
directly or indirectly, in or into the United States, except pursuant to applicable exemption from, or in a
transaction not subject to, the registration requirements of the U.S. Securities Act and in compliance with the
applicable state securities laws.

Accordingly, we are not extending the H Share Rights Issue into the United States unless an exemption from
the registration requirements of the U.S. Securities Act is available and, subject to certain exceptions, none of
this prospectus, the Provisional Allotment Letter or the crediting of Nil Paid H Rights to a stock account in
CCASS constitute, or will constitute, form or will form, part of any offer or an invitation to sell or issue, or any
solicitation of any offer to purchase or acquire, any Nil Paid H Rights and/or H Rights Shares in the United
States. Subject to certain limited exceptions, none of this prospectus, any Provisional Allotment Letter or any
Excess Application Form will be sent to any H Shareholders with a registered address, or who is located, in the
United States. Subject to certain limited exceptions, Provisional Allotment Letters, Excess Application Forms or
renunciations thereof sent from or post-marked in the United States will be deemed to be invalid and all persons
purchasing or taking up Nil Paid H Rights or subscribing for or acquiring H Rights Shares and wishing to hold
such H Rights Shares must provide an address outside the United States for registration of the H Rights Shares
issued upon the subscription thereof. Although the Nil Paid H Rights will be credited to the CCASS accounts of
all H Shareholders in CCASS who hold their H Shares through nominees with a non-U.S. address, such crediting
of Nil Paid H Rights does not constitute an offer to such H Shareholders and any such H Shareholder will not be
entitled to take up rights in the H Share Rights Issue unless such action would not result in the contravention of
any registration or other legal requirement in any jurisdiction.
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Any person purchasing or taking up the Nil Paid H Rights or subscribing for or accepting H Rights Shares
will be required to represent, among others, that such person:

(i) 1is not within the United States;

(i) 1is not in any jurisdiction in which it is unlawful to make or accept an offer to acquire the Nil Paid H Rights
or the H Rights Shares;

(iii) is not doing so for the account of any person who is located in the United States, unless:
(a) the instruction to take up was received from a person outside the United States; and

(b) the person giving such instruction has confirmed that (x) it has the authority to give such instruction,
and (y) either (A) has investment discretion over such account or (B) is an investment manager or
investment company that it is acquiring the H Rights Shares in an “offshore transaction” within the
meaning of Regulation S; and

(iv) is not acquiring the Nil Paid H Rights or the H Rights Shares with a view to the offer, sale, resale, transfer,
delivery or distribution, directly or indirectly, of any such Nil Paid H Rights or H Rights Shares into the
United States or any other jurisdiction referred to in (ii) above.

Notwithstanding the foregoing, we may offer the H Rights Shares in the United States to a limited number
of persons whom we reasonably believe to be QIBs (as defined herein) in transactions exempt from the
registration requirements under the U.S. Securities Act, provided that such persons fulfil relevant requirements to
our satisfaction. Registered shareholders who are QIBs and are permitted to participate in the H Share Rights
Issue will each be provided with a Provisional Allotment Letter, an Excess Application Form and a private
placement offering memorandum in substantially the same form as this prospectus.

In addition, until 40 days after the commencement of the H Share Rights Issue, or the procurement of
purchasers by the Underwriters of the H Rights Shares not initially taken up, any offer, sale or transfer of the Nil
Paid H Rights or the H Rights Shares in or into the United States by a dealer (whether or not participating in the
H Share Rights Issue) may violate the registration requirements of the U.S. Securities Act.

Please refer to the section headed “Limited categories of persons in the Specified Territories who may be
able to take up their Nil Paid H Rights to subscribe for the H Rights Shares under the H Share Rights Issue” in
this prospectus for further details.

NOTICE TO PHILIPPINES INVESTORS

Our Nil Paid H Rights and/or H Rights Shares have not been and will not be registered with the Securities
and Exchange Commission under the Securities Regulation Code (the “Code”). Accordingly, our Nil Paid
H Rights and/or H Rights Shares may not be offered or sold, directly or indirectly, in the Philippines or to or for
the benefit of any resident of the Philippines, except where such offer or sale qualifies as an exempt transaction
or is otherwise in compliance with the applicable registration requirements under the Code. As used in this
paragraph, a “resident of the Philippines” includes any person residing in the Philippines, any corporation or
other entity organised under the laws of the Philippines.

NOTICE TO NEW ZEALAND INVESTORS

This prospectus and the information contained in or accompanying this prospectus are not, and are under no
circumstances to be construed as, an offer of securities for subscription to any person resident or domiciled in
New Zealand in terms of the Securities Act 1978 (N.Z.). This prospectus and the information contained in or
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accompanying this prospectus may be provided to any person resident or domiciled in New Zealand for his, her
or its information only and any offer is not capable of acceptance by any person resident or domiciled in New
Zealand.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

Each acquirer of the H Rights Shares agrees with the Bank and each of the Shareholders, and the Bank
agrees with each of the Shareholders, to observe and comply with the PRC Company Law, the Special
Regulations and the Articles of Association.

Each acquirer of the H Rights Shares agrees with the Bank, each of the Shareholders, Directors, supervisors,
managers and officers and the Bank acting for itself and for each of its Directors, supervisors, managers and
officers agrees with each of the Shareholders to refer all differences and claims arising from the Articles of
Association or any rights or obligations conferred or imposed by the PRC Company Law or other relevant laws
and administrative regulations concerning its affairs to arbitration in accordance with the Articles of Association,
and any reference to arbitration shall be deemed to authorise the arbitration tribunal to conduct hearing in open
session and to publish its award. Such arbitration shall be final and conclusive.

Each acquirer of the H Rights Shares agrees with the Bank and each of the Shareholders that the H Rights
Shares are freely transferable by the holder thereof.

Each acquirer of the H Rights Shares authorises the Bank to enter into a contract on his behalf with each

Director and officer whereby such Directors and officers undertake to observe and comply with their obligations
to the Shareholders stipulated in the Articles of Association.
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FORWARD-LOOKING STATEMENTS

All statements in this prospectus other than statements of historical fact are forward-looking statements. In

CEINNTS CEINNTS

some cases, forward-looking statements may be identified by the use of words such as “might”, “may”, “could”,
“would”, “will”, “expect”, “intend”, “estimate”, “envisage”, “anticipate”, “believe”, “plan”, “seek”, “continue”,
“illustration”, “projection” or similar expressions and the negative thereof. Forward-looking statements in this
prospectus include, without limitation, statements in respect of the Group’s business strategies, service offerings,
market position, competition, financial prospects, performance, liquidity and capital resources, as well as
statements regarding trends in the relevant industries and markets in which the Group operates, technological
advances, financial and economic developments, legal and regulatory changes and their interpretation and

enforcement.

The forward-looking statements in this prospectus are based on management’s present expectations about
future events. Management’s present expectations reflect numerous assumptions regarding the Group’s strategy,
operations, industry, developments in the credit and other financial markets and trading environment. By their
nature, they are subject to known and unknown risks and uncertainties, which could cause actual results and
future events to differ materially from those implied or expressed by forward-looking statements. Should one or
more of these risks or uncertainties materialise, or should any assumptions underlying forward-looking
statements prove to be incorrect, the Group’s actual results could differ materially from those expressed or
implied by forward-looking statements.

Additional risks not known to the Group or that the Group does not currently consider material could also
cause the events and trends discussed in this prospectus not to occur, and the estimates, illustrations and
projections of financial performance not to be realised. Prospective investors are cautioned that forward-looking
statements speak only as at the date of publication of this prospectus. Except as required by applicable law, the
Group does not undertake, and expressly disclaims, any duty to revise any forward-looking statement in this
prospectus, be it as a result of new information, future events or otherwise.



ARBITRATION OF DISPUTES

If you have a claim against or dispute with us, our Director, supervisor, or officer, an H Shareholder, a
holder of our Nil Paid H Rights or H Rights Shares, or an A Shareholder or a holder of rights to subscribe to our
A Rights Shares relating to any rights or obligations conferred or imposed by our Articles of Association (as
defined herein) or by the PRC Company Law (as defined herein) or other relevant laws and administrative
regulations concerning our affairs or with respect to the transfer of our Shares, our Articles of Association require
you to submit the dispute or claim to either China International Economic and Trade Arbitration Commission, or
Hong Kong International Arbitration Centre, for arbitration. Our Articles of Association further provide that the
arbitral award will be final and conclusive and binding on all parties.



EXPECTED TIMETABLE

EXPECTED H SHARE RIGHTS ISSUE TIMETABLE

Last day of dealings in H Shares on a cum-rights basis .. .......... 9 November 2010
First day of dealings in H Shares on an ex-rights basis ............ 10 November 2010
Latest time for lodging transfers of H Shares in order to qualify for

the H Share Rights Issue ........... ... ... .. ... ... ...... 4:30 p.m. 11 November 2010
H Share Register closed . ......... ... .. .. ... 12 November 2010 to 16 November 2010

(both days inclusive)

HShare RecordDate ............. ... .. ... .. ... ... ..... 16 November 2010
H Share Registerre-opened ......... ... ... ... .. ... .. ...... 17 November 2010
Despatch of Prospectus Documents . .......................... 19 November 2010
First day for acceptance of, and payment for, H Rights Shares and

application for excess H Rights Shares ................... ... 19 November 2010
First day of dealings in Nil Paid HRights ...................... 23 November 2010
Latest time for splitting Nil Paid HRights . .. ................... 4:30 p.m. 30 November 2010
Last day of dealings in Nil Paid HRights ...................... 3 December 2010
Latest time for acceptance of, and payment for, H Rights Shares and

application for excess H Rights Shares ...................... 4:00 p.m. 8 December 2010
Latest time for the termination of the Underwriting Agreement and

for the H Share Rights Issue to become unconditional .......... 5:00 p.m. 13 December 2010
Announcement of results of acceptance of and excess applications

for HRights Shares ......... ... ... .. .. .. ... ... . .. ... 14 December 2010
Despatch of certificates for fully-paid H Rights Shares .. .......... 15 December 2010
Despatch of refund cheques in respect of wholly or partially

unsuccessful applications for excess H Rights Shares . .......... 15 December 2010
Commencement of dealings in fully-paid H Rights Shares ......... 9:30 a.m. 16 December 2010

Shareholders should note that the dates specified in the expected timetable for the H Share Rights Issue
as set out above, and in other parts of this prospectus, are indicative only. In the event any special
circumstances arise, the Board or the authorised person by the Board may extend or make adjustments to the
timetable if it considers appropriate. Any such change to the expected timetable will be announced and
notified to the H Shareholders as and when appropriate.

EFFECT OF BAD WEATHER ON THE LATEST TIME FOR ACCEPTANCE OF AND PAYMENT
FOR H RIGHTS SHARES AND APPLICATION FOR EXCESS H RIGHTS SHARES

The latest time for acceptance of and payment for H Rights Shares and application for excess H Rights
Shares will not take place if there is:

e atropical cyclone warning signal number 8 or above, or
* a “black” rainstorm warning

(i) in force in Hong Kong at any local time before 12:00 noon and no longer in force after 12:00 noon
on the Last Acceptance Date. Instead the latest time of acceptance of and payment for the
H Rights Shares and application for excess H Rights Shares will be extended to 5:00 p.m. on the
same Business Day;



EXPECTED TIMETABLE

(i) in force in Hong Kong at any local time between 12:00 noon and 4:00 p.m. on the Last
Acceptance Date. Instead the latest time for acceptance of and payment for the H Rights Shares
and application for excess H Rights Shares will be rescheduled to 4:00 p.m. on the following
Business Day which does not have either of those warnings in force at any time between 9:00 a.m.
and 4:00 p.m.

If the latest time for acceptance of and payment for the H Rights Shares and application for excess H Rights
Shares does not take place on the Last Acceptance Date, the dates mentioned in the section headed “Expected
Timetable” in this prospectus may be affected. An announcement will be made by the Bank in such event.



SUMMARY OF RIGHTS ISSUE

The following information is derived from, and should be read in conjunction with, the full text of this
prospectus.

H Share Rights Issue Statistics

Basis of H Share Rights Issue: ..................... 0.7 H Rights Shares for every 10 existing H Shares
held on the H Share Record Date by the
H Shareholders

Number of H Shares inissue: ..................... 224,689,084,000 H Shares as at the Latest Practicable
Date

Number of H Rights Shares proposed to be issued: . . . . . 15,728,235,880 H Shares

Subscription Price for the H Rights Share: ........... HK$4.38

A Share Rights Issue Statistics

Basis of A Share Rights Issue: ..................... 0.7 A Rights Shares for every 10 existing A Shares
held on the A Share Record Date by the
A Shareholders

Number of A Shares inissue: ..................... 9,000,000,000 A Shares as at the Latest Practicable
Date

Number of A Rights Shares proposed to be issued: . . . . . 630,000,000 A Shares

Subscription Price for the A Rights Share: ........... RMB3.77



DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions have the following

meanings:

“A Rights Shares”

“A Shares”

“A Share Record Date”

“A Share Rights Issue”

“A Share Rights Issue Prospectus”

“A Share Joint Sponsors”

“A Shareholder(s)”

“A Shareholders Class Meeting”

“ATM”

“Announcement”

“Annual General Meeting”

“Articles of Association”

the new A Shares proposed to be allotted and issued to
A Shareholders pursuant to the A Share Rights Issue (less any
A Shares not taken up by the A Shareholders)

domestic ordinary share(s) with a par value of RMB1.00 each in the
share capital of the Bank, listed on the Shanghai Stock Exchange and
traded in RMB

4 November 2010, by reference to which entitlements to the A Share
Rights Issue are to be determined

the proposed issue of up to 630,000,000 A Rights Shares at the
Subscription Price on the basis of 0.7 A Rights Shares for every
ten (10) existing A Shares held on the A Share Record Date

the prospectus, which is in Chinese, containing the details of the
A Share Rights Issue which has been published by the Bank on the
website of the Shanghai Stock Exchange (www.sse.com.cn) and the
website of the Hong Kong Stock Exchange (www.hkexnews.hk) on
2 November 2010

China International Capital Corporation Limited and Haitong
Securities Company Limited

holder(s) of the A Shares

the 2010 first class meeting of the A Shareholders convened on
24 June 2010 at which, among other matters, the Rights Issue was
considered and approved

automatic teller machine

the announcement dated 2 November 2010 issued by the Bank in
relation to the proposed Rights Issue

the 2009 Annual General Meeting of the Shareholders convened on
24 June 2010 at which, among other matters, the Rights Issue was
considered and approved

the Articles of Association of the Bank (as amended from time to
time)



DEFINITIONS

3 ‘B ank’ il

“Bank of America”

“Beneficial H Shareholder”

“Board”

“Business Day”

“CAGR”
“CBRC”

“CCASS”

“CCB International”

“China Cinda”

“CIRC”
‘6CSRC77
“Directors”

“Excess Application Form(s)

“Excluded Shareholder(s)”

China Construction Bank Corporation, a joint stock limited company
duly incorporated in the PRC with limited liability, whose H Shares
and A Shares are listed on Hong Kong Stock Exchange (Stock Code:
939) and Shanghai Stock Exchange (Stock Code: 601939)
respectively

Bank of America Corporation

any beneficial owner of H Shares whose H Shares are registered as
shown in the H Share Register in the name of a registered H
Shareholder

the board of directors of the Bank

any day other than Saturday or Sunday on which commercial banks
and financial institutions in Hong Kong are open for business

compound annual growth rate
China Banking Regulatory Commission

the Central Clearing and Settlement System established and operated
by HKSCC

CCB International (Holdings) Ltd.

China Cinda Asset Management Corporation ([ 2 ¥ 5 BN 7)),
a company incorporated in the PRC whose name was changed to
China Cinda Asset Management Co. Ltd. ({553 & &% BkM
A FR22 7)) on 29 June 2010 as approved by the State Council

China Insurance Regulatory Commission
China Securities Regulatory Commission

the directors of the Bank

application form(s) for excess H Rights Shares

H Shareholder(s) whose name(s) appeared in the H Share Register at
the close of business on the H Share Record Date and whose
address(es) as shown in such register is/are in any of the Specified
Territories, except for those H Shareholders with addresses in the
PRC or the U.S. who fulfil the relevant requirements to the
satisfaction of the Bank; and any H Shareholders or Beneficial H
Shareholders at that time who are otherwise known by the Bank to be
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DEFINITIONS

“Group”

“H Rights Shares”

“H Share(s)”

“H Share Record Date”

“H Share Register”

“H Share Registrar”

“H Share Rights Issue”

“H Shareholder(s)”

“H Shareholders Class Meeting”

“HK$’7
“HKSCC”

“Hong Kong Companies Ordinance”

“Hong Kong Listing Rules”

“Hong Kong Stock Exchange”

resident in any of the Specified Territories, except for those
H Shareholders or Beneficial H Shareholders resident in the PRC or
the U.S. who fulfil the relevant requirements to the satisfaction of the
Bank

the Bank and, except where the context otherwise requires, all of its
subsidiaries

the new H Shares proposed to be allotted and issued pursuant to the H
Share Rights Issue

overseas listed foreign share(s) with a par value of RMB1.00 each in
the share capital of the Bank, listed on the Hong Kong Stock
Exchange and traded in Hong Kong dollars

16 November 2010, or such other date to be determined by the Board
or its authorised person(s) by reference to which entitlement to the
H Share Rights Issue is to be determined

the H Shareholders’ register of the Bank

Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, being the Bank’s registrar of the H Shares

the proposed issue of 15,728,235,880 H Rights Shares at the
Subscription Price on the basis of 0.7 H Rights Shares for every ten
(10) existing H Shares held on the H Share Record Date

holder(s) of the H Shares

the 2010 first class meeting of the H Shareholders convened on
24 June 2010 at which, among other matters, the Rights Issue was
considered and approved

Hong Kong dollars, the lawful currency of Hong Kong
Hong Kong Securities Clearing Company Limited

the Companies Ordinance (Chapter 32 of the Laws of Hong Kong) as
amended, supplemented or otherwise modified from time to time

the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited

The Stock Exchange of Hong Kong Limited
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DEFINITIONS

“Hong Kong Takeovers Codes”
“Huijin”
6£IAS’7

“IFRS”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Underwriters”

2

“Large-size Commercial Banks

“Last Acceptance Date”

“Latest Practicable Date”

“Latest Time for Termination”

“Minority Promoters”

the Codes on Takeovers and Mergers and Share Repurchases
Central Huijin Investment Ltd.
International Accounting Standards and their interpretations

International Financial Reporting Standards promulgated by the
International Accounting Standards Board (“TASB”), including IAS

CCB International Capital Limited, China International Capital
Corporation Hong Kong Securities Limited, Morgan Stanley & Co.
International plc, CITIC Securities Corporate Finance (HK) Limited,
Merrill Lynch Far East Limited, Credit Suisse (Hong Kong) Limited
and BOCI Asia Limited

CCB International Capital Limited, China International Capital
Corporation Hong Kong Securities Limited and Morgan Stanley &
Co. International plc

CCB International Capital Limited, China International Capital
Corporation Hong Kong Securities Limited, Morgan Stanley & Co.
International plc, CITIC Securities Corporate Finance (HK) Limited,
Merrill Lynch Far East Limited, Credit Suisse (Hong Kong) Limited
and BOCI Asia Limited

Industrial and Commercial Bank of China Limited, Agricultural Bank
of China Limited, Bank of China Limited, Bank of Communications
Co., Ltd. and us

8 December 2010, being the last date for acceptance and payment in
respect of provisional allotments and excess applications under the
H Share Rights Issue, provided that if on such date a storm warning
(being a tropical cyclone warning signal number 8 or above or a
“black” rainstorm warning signal issued in Hong Kong) is in force in
Hong Kong at any time between 12:00 noon and 4:00 p.m. then
references to the “Last Acceptance Date” shall mean the first
Business Day thereafter on which no such storm warning remains in
force at any time between 9:00 a.m. and 4:00 p.m.

12 November 2010, being the last practicable date to determine
certain information as set forth herein prior to the publication of this
prospectus

5:00 p.m. on 13 December 2010

Baosteel Group Corporation and China Yangtze Power Co., Limited,
each being a promoter of the Bank, and Shandong Luneng Group Co.,
Ltd., State Grid Asset Management Company Limited and State Grid
International Technical Equipment Co., Ltd., all being existing
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DEFINITIONS

“MOF”

“Nil Paid H Rights”

‘ GNPC’ b
“PBOC”

“PRC Company Law”

“PRC GAAP”

“PRC” or “China”

“Price Determination Date”

“Prospectus Documents”

2

“Provisional Allotment Letter(s)
3 4QDII7 9
3 6QFII’ b

“QIBS”

“Qualifying Shareholder(s)”

“Qualifying A Shareholder(s)”

H Shareholders incorporated in the PRC and whose H Shares are
transferred from State Grid Corporation of China, the original
promoter of the Bank who no longer directly holds any Shares of the
Bank

the PRC Ministry of Finance

rights to subscribe for H Rights Shares (in the form of H Rights
Shares in nil-paid form) before the Subscription Price is paid

the PRC National People’s Congress
the People’s Bank of China, the central bank of the PRC

the Company Law of the PRC, as enacted by the Standing Committee
of the Eighth NPC on 29 December 1993 and effective on 1 July
1994, as amended, supplemented or otherwise modified from time to
time

the financial reporting standards of enterprises promulgated by

Chinese Accounting Standards Committee under the Ministry of
Finance of the PRC and related interpretation bulletins

the People’s Republic of China, excluding, for purposes of this
prospectus, the Hong Kong Special Administrative Region of the
PRC, or Hong Kong, the Macau Special Administrative Region of the
PRC, or Macau, and Taiwan

1 November 2010, the date on which the Subscription Price was fixed
for the purpose of the Rights Issue, being the last trading day of

Shares immediately before the date of the Announcement

this prospectus, the Provisional Allotment Letter and the Excess
Application Form

provisional allotment letter(s) for the H Rights Shares
qualified domestic institutional investor
qualified foreign institutional investor

qualified institutional buyers as defined in Rule 144 A under the U.S.
Securities Act

the Qualifying H Shareholder(s) and Qualifying A Shareholder(s)

the A Shareholder(s) whose name(s) appear(s) on the A Shareholders’
register on the A Share Record Date
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“Qualifying H Shareholder(s)”

“Receiving Bank”
“Rights Issue”
“Rights Share(s)”
“RMB”

“SAFE”

“SFO”

“SFC”

“Shanghai Stock Exchange”
“Share(s)”

“Shareholder(s)”

“SME”

“State Council”

“Special Regulations”

i

“Specified Territories’

“Subscription Price”

“subsidiary(ies)”

“Undertaking”

“Underwriters”

the H Shareholder(s) whose name(s) appear(s) on the H Share
Register on the H Share Record Date and who are not Excluded
Shareholders

China Construction Bank (Asia) Limited

the A Share Rights Issue and the H Share Rights Issue

the H Rights Share(s) and the A Rights Share(s)

Renminbi, the lawful currency of the PRC

the State Administration of Foreign Exchange of the PRC

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified from
time to time

the Securities and Futures Commission of Hong Kong

the Shanghai Stock Exchange

A Share(s) and/or H Share(s)

holder(s) of the A and/or H Shares of the Bank

small and medium-sized enterprises

the State Council of the PRC

the Special Regulations on the Overseas Offering and Listing of

Shares by Joint Stock Limited Companies (B Pe ik
A BRA RIS SF Ry S E TR AIBEE)  issued by the  State

Council of the PRC on 4 August 1994, as amended, supplemented or
otherwise modified from time to time

the U.S., the PRC, Japan, Canada, Malaysia, Taiwan, the Philippines
and New Zealand

the final subscription price for the A Rights Shares and the H Rights
Shares to be offered pursuant to the Rights Issue

has the meaning ascribed thereto in the Hong Kong Listing Rules
the undertaking given by Huijin to the Bank to subscribe for rights
shares to be issued by the Bank, the details of which are set out in the

Bank’s announcement dated 21 June 2010

CCB International Capital Limited, China International Capital
Corporation Hong Kong Securities Limited, Morgan Stanley & Co.
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International plc, CITIC Securities Corporate Finance (HK) Limited,
Merrill Lynch Far East Limited, Credit Suisse (Hong Kong) Limited,
BOCI Asia Limited, DBS Asia Capital Limited and UBS AG, Hong

Kong Branch

“Underwriting Agreement”’ the underwriting agreement dated 1 November 2010 entered into
between the Bank and the Underwriters in relation to the H Share
Rights Issue

“U.S.” or “United States” the United States of America

“U.S. Securities Act” U.S. Securities Act of 1933, as amended

“%” percent

In this prospectus, the “Bank,” “our bank” and “our company” refer to either or both of China

Construction Bank Corporation and our predecessor, China Construction Bank, as applicable.
Unless otherwise specified in this prospectus, translations of RMB into HK$ are made in this prospectus for

illustration only, at the rate of RMBO0.86 to HK$1.00. No representation is made that any amounts in RMB could
have been or could be converted at that rate or at any other rates or at all.
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RISK FACTORS

You should carefully consider, in addition to the other information contained in this prospectus, the
risks described below before making an investment decision. The occurrence of any of the following events
could harm us. If these events occur, the trading prices of our H Shares and the Nil Paid H Rights could
decline, and you may lose all or part of your investment. Additional risks not currently known to us or that
we now deem immaterial may also harm us and affect your investment.

RISKS RELATING TO OUR BUSINESS
We have a concentration of credit exposure to certain customers and certain sectors.

As at 30 June 2010, our loans to our ten largest single borrowers were RMB111,903 million, which
represented 2.09% of our total loans and advances to our customers. As of the same date, our total loans to our
ten largest group borrowers were RMB362,401 million, which represented 6.77% of our total loans and advances
to our customers. If any of the loans to our top ten single or group borrowers deteriorates, our asset quality,
results of operations and financial condition may be materially and adversely affected.

As at 30 June 2010, our loans to the domestic (i) manufacturing industry; (ii) transportation, storage and
postal industries; (iii) production and supply of electric power, gas and water; and (iv) real estate industry
accounted for 24.91%, 15.87%, 13.38% and 10.13% of our total domestic corporate loans, respectively. If any of
these industries in which our loans are highly concentrated experiences a significant downturn, our asset quality,
results of operations and financial condition may be materially and adversely affected.

Although we follow credit risk management policies when extending credit to different industry sectors,
such as credit extension guidelines for different industry sectors, and we monitor our credit risks in different
industries closely, any significant or extended downturn in any of these sectors may reduce the borrowing
activities in these sectors, as well as increasing the level of our impaired loans and related provisions for
impaired loans, all of which will in turn reduce our net profit and adversely affect our financial condition and
results of operations.

Other than our exposure to real estate loans, we are also exposed to the fluctuations of the real estate market
through our extension of personal residential mortgage loans, individual commercial property mortgage loans
and home equity loans, which in total represent 20.35% of our total loans and advances to customers. Our real
estate related loans mainly include both corporate real estate loans and personal residential mortgage loans. As at
31 December 2009, our corporate real estate loans amounted to RMB358,651 million, representing 7.44% of our
total loans and advances to customers, and its corresponding non-performing loan ratio was 2.60%. As at 30 June
2010, our corporate real estate loans amounted to RMB378,611 million, representing 7.08% of our total loans
and advances to customers and its corresponding non-performing loan ratio was 1.97%. As at 31 December 2009,
our personal residential mortgage loans amounted to RMB852,531 million, representing 17.69% of our total
loans and advances to customers and its corresponding non-performing loan ratio was 0.42%. As at 30 June
2010, our personal residential mortgage loans amounted to RMB 1,002,221 million, representing 18.74% of our
total loans and advances to customers and its corresponding non-performing loan ratio was 0.36%, representing a
decrease of 6 basis points compared to the year end of 2009. Notwithstanding prudent measures we have put in
place to maintain a portfolio of high quality real estate loans with sustainable growth, including imposing
stringent standards for the acceptance of new customers for personal residential mortgage loans, the PRC real
estate market is subject to volatility and property prices have experienced significant fluctuations in recent years.
In the event that PRC real estate prices experience a significant decline in the future, our assets quality will likely
be negatively affected. Further, the PRC government has plans to and has already implemented certain
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RISK FACTORS

adjustment measures aiming at managing the fluctuations of the real estate market. These policies may have an
adverse effect on the quality of loans extended to the real estate industry and may also adversely affect the
quality of our mortgage loan portfolio. In addition, if the real estate market in China experiences a significant
downturn, the value of the real estate securing our loans may decrease, resulting in a reduction in the amount we
can recover. This will in turn materially and adversely affect our asset quality, results of operations and financial
condition.

According to national policies aiming at limiting the over-development of certain industries with excess
capacity, including wind power equipment, steel, cement, coal and chemicals, poly-silicon, flat glass and
shipping among other industries, we adopted a strict policy towards extending loans to these industries. In order
to reduce our loan exposure and strictly control risks associated with loans to these high-risk industries, we
carefully manage the exposure to these industries.

As at 30 June 2010, our loans to industries designated as having overcapacity by the PRC government
amounted to RMB205,857 million, with the non-performing loan ratio of 0.62%. We have closely followed the
changes to PRC’s macro-economic policies and have reviewed and adjusted our credit policies in a timely
manner. We have further imposed higher standards for extending loans to customers from such industries. The
new loans we extend to industries with overcapacity are mainly directed towards key projects that are in line with
PRC industrial policies, with over 99% of such loans being directed to low-risk businesses and high-quality
clients.

Notwithstanding the credit measures we have put in place, in the event the PRC government issues policies
to further restrict such industries or there is deterioration in the production and operations of our customers from
industries with overcapacity, the quality of our loans will suffer which will in turn have an adverse effect on our
financial position and results of operations.

A local governmental investment and financing platform corporation is an enterprise and an independent
legal entity, which is funded by contributions from a certain level of the PRC government as well as its
departments and institutions through the appropriation of assets such as land and equity, and functions as a
governmental investment vehicle. As at 30 June 2010, among our loans to local governmental investment and
financing platform corporations, the proportion of our total loans extended to economically developed regions,
including the Yangtze River Delta, the Pearl River Delta and Bohai Ring was over 60%, among which, the
balance of loans extended by Guangdong, Tianjin, Jiangsu, Shanghai and Zhejing branches ranked top five,
accounting for 41.86%, and the proportion of loans extended to provincial and municipal levels was 81.08%. The
proportion of our total loans with maturity of five years or less was 65.48% and the proportion of loans pledged
by collaterals and guarantees was 76.71%. The non-performing loan ratio of loans to the local governmental
investment and financing platform corporations was 0.11%, far lower than our overall non-performing loan ratio.

While we have introduced heightened criteria in 2009 to manage the risk associated with these loans,
including stricter requirements for guarantees, we cannot assure you that these loans will not default in the event
of macroeconomic instability or other policy changes introduced by the PRC government. Given their importance
to the make-up of our loan portfolio, the default of any portion of such loans for any reason, including
macroeconomic volatility or policy changes, may affect our loan quality and will materially and adversely affect
our financial position and results of operations.

We may be unable to realise the full value of the collateral or guarantees securing our loan portfolio.

As at 30 June 2010, the balances of our unsecured loans, guaranteed loans, loans secured by mortgages and
loans secured by pledges were RMB1,432,594 million, RMB1,133,068 million, RMB2,272,258 million and
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RISK FACTORS

RMB511,462 million, respectively, accounting for 26.78%, 21.18%, 42.48% and 9.56% of our total loans and
advances to customers. If there is substantial deterioration in the business conditions of a borrower which
adversely affects the borrower’s ability to repay, we may not be able to recover the amounts lent under unsecured
loans, which will in turn adversely affect our financial position and results of operations. Guaranteed loans are
loans that are guaranteed by affiliates of the borrower or other third parties. Notwithstanding the fact that such
loans are guaranteed, our exposure to the guarantor is generally unsecured and if the financial position of the
guarantor largely deteriorates, our ability to recover such loans will correspondingly deteriorate. Furthermore, the
guarantee provided by such guarantor may be determined by the court as invalid if the guarantor fails to comply
with certain regulations in the PRC, including the Guarantee Law of the PRC. A significant percentage of our
loan portfolio is secured by collateral, mainly domestic assets such as properties, land use rights and bonds. The
value of the collateral is generally higher than the amount loaned but such value is affected by factors we cannot
control including factors affecting the PRC economy. If the PRC economy deteriorates, it could result in a
decrease in the value of the collateral which will lead to the reduction of the amount of the loan that can be
recovered. In addition, the procedures for liquidating or otherwise realising the value of collateral of borrowers in
China may be protracted, and the enforcement process in China may be difficult. According to a judicial
interpretation issued by the Supreme Court of the PRC, effective 21 December 2005, courts may not enforce the
eviction of a borrower and his dependent families out of their residence if such residence under collateral is their
primary residence in the six months following the courts’ decision authorising that such collateral be auctioned,
sold or liquidated. As a result, it may be difficult and time-consuming for banks to take control of or liquidate the
collateral securing non-performing loans. Furthermore, certain specified claims may enjoy priority over our
rights on loan collaterals. According to the “PRC Enterprise Bankruptcy Laws” promulgated on 27 August 2006
and effective on 1 June 2007, claims raised by employees on arrears of pay as well as other fees and expenditures
prior to 27 August 2006 for enterprises in bankruptcy proceedings shall be given priority over the Bank’s rights
on collaterals, on the premise that other assets of the enterprise are not sufficient to fulfil such claims.
Accordingly, if a borrower fails to repay and if we are not able to timely realise the entire or sufficient part of the
value of collaterals, pledged assets or guarantees represented, our asset quality, financial condition and results of
operations may be materially and adversely affected.

We may not be able to maintain or further reduce our current non-performing loan ratio.

Our results of operations have been negatively affected by our non-performing loans, which may continue to
affect our current and future business performance. The proportions of non-performing loans (which consist of
loans classified as substandard, doubtful or loss), to our total loan portfolio as at 31 December 2007,
31 December 2008, 31 December 2009 and 30 June 2010 were 2.60%, 2.21%, 1.50% and 1.22%, respectively.

Although our non-performing loan ratio has been continually reduced in recent years, we cannot guarantee
that we will continue to reduce or even maintain the same level in the future. This is because the quality of our
loan portfolio is affected by factors which we are unable to control, including any adverse changes to the PRC
economic structure, deterioration in the PRC’s economy, deterioration in the global economy including the
on-going credit crisis and financial turmoil in Europe. Adverse changes in the economic environment in the PRC
as well as force majeure events including natural disasters or outbreak of diseases may all have a negative impact
on our borrowers’ ability to repay our loans. Factors such as deterioration in the credit conditions of our
customers’ trading partners, decline in both residential and commercial property prices, an increase in the
unemployment rate in China and a deterioration in the profitability of corporate borrowers will also lead to a
reduction in the quality of our assets. All of these factors can lead to an increase in our non-performing loan ratio,
which will correspondingly affect our financial condition and results of operations.
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Our allowance for impairment losses may not be adequate to cover future actual losses to our loan
portfolio.

As at 30 June 2010, our allowance for impairment losses on loans was RMB 133,409 million, the ratio of our
allowance for impairment losses to total loans extended to customers was 2.49%, and the ratio of our allowance
for impairment losses to non-performing loans was 204.72%. The amount of the allowance for impairment losses
to loans is based on our current assessment of and expectations concerning various factors that may affect the
quality of our loan portfolio. These factors include, among other things, our borrowers’ financial condition,
repayment ability and repayment intention, the realisable value of any collateral and the likelihood of support
from guarantors, as well as China’s economy, macroeconomic policies, interest rates, exchange rates and legal
and regulatory environment. The above-mentioned factors are beyond our control. If our assessment of and
expectations concerning these factors differ from actual developments in the future, or if the quality of our loan
portfolio deteriorates, our allowance for impairment losses may not be adequate to cover our actual losses and we
may need to make additional provisions for impairment losses, which may materially and adversely affect our
results of operations and financial condition.

Our expanding range of products and services exposes us to new risks.

We have expanded and we intend to continue to expand the range of our products and services. In respect of
our extended customer services and business areas, as at 30 June 2010, we had two representative offices in
Sydney and London, several branches in Hong Kong, Singapore, Frankfurt, Johannesburg, Tokyo, Seoul, New
York and Ho Chi Minh City, and several subsidiaries. Expansion of our business activities exposes us to a
number of risks and challenges, including the following:

* we may have limited or no experience in certain new business activities or geographies and may not be
able to or may take a relative long period to compete effectively in these areas;

e there is no guarantee that our new business activities will meet our expectations for their profitability;
* we may not be able to hire or retrain personnel who are able to conduct new business activities; and

°* we may not be able to continually add to the capability of our risk management and information
technology systems to support a broader range of activities.

If we are not able to achieve the intended results in these new business areas, our business, results of
operations and financial condition may be materially and adversely affected. In addition, if we fail to promptly
identify and expand into new areas of business to meet the increasing demand for certain products and services,
we may fail to maintain our market share or lose some of our existing customers to our competitors.

Furthermore, our international expansion into multiple jurisdictions exposes us to a variety of new
regulatory and business challenges and risks and has increased the complexity of our risks in a number of areas,
including currency risk, interest rate risk, credit risk, regulatory and compliance risk, reputational risk and
operational risk. If we are unable to manage the risks resulting from our international expansion, our business,
reputation, results of operations and financial condition may be materially and adversely affected.

We are subject to liquidity risk.

Customer deposits have historically been the main source of our funding. As at 30 June 2010, 71.70% of our
total customer deposits, amounting to RMB6,159,837 million, had remaining maturities of three months or less
or were payable on demand. A substantial proportion of our assets have longer-term maturities, with loans of
remaining maturities of three months or less amounting to RMB558,332 million, representing only 10.70% of
our total loans and advances to customers. As a result, there is a mismatch between the maturities of our
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liabilities and the maturities of our assets. Generally, our short-term customer deposits have not been withdrawn
upon maturity and have represented a stable source of funding. However, we cannot assure you that this will
continue to be the case. If a substantial portion of our depositors withdraw their demand deposits or do not roll
over their time deposits upon maturity, our liquidity position, results of operations and financial condition may be
materially and adversely affected. In such case, we may have no choice but to seek other sources of funding to
meet our funding requirements. We cannot guarantee that we can source financing based on normal commercial
terms when necessary. Furthermore, our ability to obtain additional funds may also be affected by other factors
including factors that we may find difficult to control or totally incapable of controlling, such as the deterioration
of overall market conditions, severe disturbance to the financial market or bleak outlook for industries where we
have substantial credit exposure. All of these factors may result in significant adverse effects on our liquidity,
financial position and business performance.

We are subject to credit risks with respect to certain off-balance sheet commitments and guarantees.

In the normal course of our business, we make commitments and guarantees which are not reflected as
liabilities on our balance sheet, including providing bank acceptances, guarantees, letters of credit and other
credit commitments. As at 30 June 2010, the balance of our credit commitments was RMB2,005,110 million. We
are subject to credit risks on our commitments and guarantees because certain of our commitments and
guarantees may need to be fulfilled as a result of our customers’ default. If we are not able to obtain payment
from our customers in respect of these commitments and guarantees or enforce our contracts with them, our
results of operations and financial condition may be materially and adversely affected.

We are subject to risks associated with our hedging activities and other derivative transactions.

We have entered into derivative transactions for hedging purposes as well as conducted derivative
transactions on behalf of our customers. Accordingly, we face market and operational risks associated with these
transactions. At present, the regulation of China’s derivative market remains in development stage and requires
further improvement and this increases the risks of the derivative transactions we enter into. Further, our
capabilities in monitoring, analysing and reporting these transactions are subject to limitations in our information
technology developments. Accordingly, our financial position and results of operations may be materially and
adversely affected given the volatility of the price of these derivatives.

Changes in accounting policy may impact our financial position and results of operations.

Some of China’s financial accounting policies are currently undergoing gradual improvement and relevant
regulatory institutions are constantly adjusting specific accounting policies applicable to the banking sector.
Changes in specific accounting policies may affect the financial position of the Bank. The new “Accounting
Standards for Enterprises” promulgated by the MOF in February 2006 with effect from 1 January 2007 is being
implemented by the Bank. The accounting policies adopted in the declared financial statements of recent three
year and the first half of 2010 prepared by the Bank have strictly followed the above-mentioned provisions.

Going forward, the Bank may be required to revise its accounting policies and estimates according to the
amendment of domestic accounting standards, the interpretation and guidance of promulgations and others. If the
Bank is required to implement significant changes to the handling of certain financial items or the alteration of
accounting estimates, it may have adverse effects on the financial position and business performance of the Bank.

17



RISK FACTORS

Our provisioning policies and loan classification may be different in certain respects from those applicable
to banks in certain other countries or regions.

We determine a level of allowance for impairment losses and recognise any related provisions made in a
year using the concept of impairment under IAS 39. Our provisioning policies may be different in certain
respects from those of banks incorporated in certain other countries or regions which do not assess loans under
IAS 39. As a result, our allowance for impairment losses, as determined under the provisioning policies, may
differ from those that would be reported if we were incorporated in those countries or regions.

We classify our loans as “pass”, “special-mention”, “sub-standard”, “doubtful” and “loss” by using the five-
category classification system according to CBRC’s requirements. Our five-category classification system may
be different in certain respects from those of banks incorporated in certain other countries or regions. As a result,
it may reflect a different degree of risk than what would be reported if we were incorporated in those countries or
regions.

Future amendments to IAS 39 and interpretive guidance on its application may require us to change our
provisioning practice.

We assess our loans and investment assets for impairment under IAS 39, as amended from time to time. The
International Accounting Standards Board issued an exposure draft in November 2009 on amortised cost and
impairment which, if adopted, will become effective on 1 January 2013 and result in the replacement of the
incurred loss model under IAS 39 with an expected cash flow model. In addition, the International Financial
Reporting Interpretations Committee and other relevant accounting standard-setting bodies and regulators have
been asked by their constituents to consider providing interpretive guidance relating to the application of IAS 39.
Any future amendments to IAS 39 and interpretive guidance on the application of IAS 39 may require us to
change our current provisioning practice and may, as a result, materially affect our financial condition and results
of operations.

We are subject to certain risks relating to the bond issued by China Cinda.

In 1999, our predecessor, the former China Construction Bank, received a ten-year non-transferrable bond
with a face value of RMB247.0 billion issued by China Cinda and RMB3.0 billion in cash in exchange for the
disposal to China Cinda of non-performing assets with an aggregate principal amount of RMB250.0 billion (the
“Cinda Bond”). China Cinda’s ability to make full and timely payment of interest and principal on the Cinda
Bond depends primarily on the availability of proceeds generated from its disposal of non-performing loans it
holds. China Cinda has repaid interest to us on time in the past.

As approved by the State Council, the MOF issued a notice dated 15 September 2004, which provides that
(1) beginning 1 January 2005, in the event that China Cinda is unable to pay any interest on the Cinda Bond to us
in full, the MOF will provide financial support, and (ii) when necessary, the MOF will provide support with
respect to China Cinda’s repayment of the principal of the Cinda Bond.

In September 2009, we received notice from the MOF stating that the corporate bonds of China Cinda held
by us shall be extended for 10 years upon maturity with interest rate maintained at the current annual rate of
2.25% and that the MOF shall continue to provide support on the payment of the principal and interest of Cinda
Bond to us. We released an announcement on the above-mentioned matter on 21 September 2009.

On 27 July, 2010, the MOF issued a notice that the MOF and China Cinda have established a jointly
managed fund to secure the payment of the principal of the Cinda Bond. The MOF continues to provide support
for the repayment of the interest under the Cinda Bond. The term of the jointly managed fund is from 1 July 2009
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to 21 September 2019. The jointly managed fund is owned by the MOF and jointly managed by the MOF and
China Cinda during its term. The funding sources of the jointly managed fund include, among others, enterprise
income tax payable by the Bank during the term and other appropriations made by the MOF. If the principal
under the Cinda Bond is fully repaid before 21 September 2019, the jointly managed fund may be terminated
before the end of its term. If the jointly managed fund is not sufficient to fully repay the principal under the
Cinda Bond by 21 September 2019, the MOF may extend the terms of the Cinda Bond and the jointly managed
fund, provide financial support or use other means to settle the outstanding principal amount of the Cinda Bond,
subject to the approval by the State Council. We released an announcement on the above-mentioned matter on
9 August 2010.

On 29 July 2010, the Bank received RMB29.7 billion apportioned to us out of the account of the jointly
managed fund. In accordance with the document numbered Cai Jin Han [2010] no. 112 (#/#H[2010]112%),
such capital was applied to repay the principal of the bond. As at 30 September 2010, the balance of the principal
under the Cinda Bond was RMB217.3 billion.

The above arrangements on Cinda Bond made by the MOF, a governmental authority entitled to manage
state-owned financial assets, are valid and legally binding under the PRC laws. However, given the absence of
precedents involving the request or other legal proceedings to enforce the implementation of similar
commitments of the MOF or other government institutions in the past, we cannot assure you that we will be able
to enforce such notices. If China Cinda cannot fulfil the payment liabilities of such bonds and we are also not
able to enforce the notices, our financial position and results of operations will be materially and adversely
affected.

We cannot assure you that our risk management and internal control policies and procedures will be
effective in completely managing and avoiding all of our risks.

In recent years, we have achieved progress in terms of risk management by improving our policies and
procedures. However, as these policies and procedures are relatively new, we will require additional time to fully
measure the impact of, and evaluate our compliance with, these policies and procedures. Moreover, our staff will
require time to adjust to these policies and procedures and we cannot assure you that our staff will be able to
consistently follow or correctly apply these new policies and procedures. In addition, our risk management
capabilities are limited by the information, tools and technologies available to us. Furthermore, our ability to
control market risk and liquidity risk is constrained by the current PRC laws and regulations that restrict the types
of financial instruments and investments we may hold. If we are unable to effectively implement the enhanced
risk management and internal control policies and procedures, or if the intended results of such policies and
procedures are not achieved in a timely manner, our asset quality, results of operations and financial condition
may be materially and adversely affected.

Our business is highly dependent on the proper functioning and improvement of our information
technology systems.

Our business is highly dependent on the ability of our information technology systems to accurately process
large numbers of transactions across numerous markets and products in a timely manner. The proper functioning
of our financial control, risk management, accounting, customer service and other data processing systems,
together with the communication networks between our various branch outlets and our main data processing
centre, is critical to our business and our ability to compete effectively. Our data centre at Beijing and Shanghai
provide backup data that could be used in the event of a system breakdown or a failure of our primary systems,
and have established alternative communications networks where available. However, we do not operate all of
our backup systems on a real-time basis and cannot assure you that our business activities would not be
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substantially disrupted if there is a partial or complete failure of any of these primary information technology
systems or communications networks. Such failures could be caused by, among other things, software flaws,
computer virus attacks or conversion errors due to system upgrading. In addition, any security breach caused by
unauthorised access to information or systems, or intentional destruction or loss or corruption of data, software,
hardware or other computer equipment, could have a material adverse effect on our business, results of
operations and financial condition.

Our ability to remain competitive will depend in part on our ability to upgrade our information technology
systems on a timely and cost-effective basis. In addition, the information available to and received by us through
our existing information technology systems may not be timely or sufficient for us to manage risks and plan for,
and respond to, market changes and other developments in our current operating environment. As a result, we are
making and intend to continue making investments to improve or upgrade our information technology systems.
Any substantial failure to improve or upgrade our information technology systems effectively or on a timely
basis could materially and adversely affect our competitiveness, results of operations and financial condition.

We may not be able to detect and prevent fraud or other misconduct committed by our employees or third
parties on a timely basis.

We may suffer from economic loss, penalties from regulatory institutions and severe damages to our
reputation as a result of fraudulence or other misconduct committed by our employees or third parties. Types of
misconduct by our employees in the past include, among other things, theft, embezzlement or misappropriation
of customers’ funds; mishandling of customer deposits and settlement of payment transactions; improper
extensions of credit; improper accounting; fraud; and acceptance of bribes. Types of misconduct by third parties
against us include, among other things, fraud, theft, robbery and certain armed crimes. In addition, our employees
may commit errors that could subject us to financial claims as well as regulatory actions. As at 30 June 2010, we
had a total of 13,403 domestic branch outlets. While we are constantly strengthening our inspection efforts and
increasing our precautionary measures to prevent misconduct by employees and third parties, given our
significant number of branch outlets, we cannot guarantee that we can identify and prevent all fraudulent
behaviours of misconduct or the preventive measures we have adopted will be effective in every circumstance.
We cannot assure you that fraud or other misconduct committed by our employees or third parties, whether
involving past acts that have gone undetected or future acts, will not have a material adverse effect on our
business, results of operations and financial condition.

We may not be able to detect money laundering and other illegal or improper activities fully or on a timely
basis, which could expose us to additional liability and harm our business or reputation.

We are required to comply with applicable anti-money-laundering, anti-terrorism laws and other regulations
in the PRC, Hong Kong and other jurisdictions where we have operations. These laws and regulations require us,
among other things, to adopt and enforce “know your customer” policies and procedures and to report suspicious
and large transactions to the applicable regulatory authorities in different jurisdictions. While we have adopted
policies and procedures aimed at detecting and preventing the use of our banking network for money laundering
activities or by terrorists and terrorist-related organisations and individuals generally, such policies and
procedures may not completely eliminate instances where we may be used by other parties to engage in money
laundering or other illegal or improper activities. To the extent we may fail to fully comply with applicable laws
and regulations, the relevant government agencies to whom we report have the power and authority to impose
fines and other penalties on us, which could harm our business and reputation.
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We do not possess the relevant land use right certificates or building ownership certificates for some of the
properties held by us, and we are subject to risks that certain leased properties may not be renewed.

As at 30 June 2010, we occupied 8,775 parcels of land and owned 12,219 buildings, including 34 parcels of
land and 1,064 buildings for which we do not have the relevant land use right certificates or building ownership
certificates, accounting for approximately 0.73% and 3.64% of the total area of land and buildings we occupied.
We are making efforts to apply for the relevant land use right and building ownership certificates that we do not
hold. However, we cannot assure you that our ownership rights would not be adversely affected in respect of any
parcels of land or buildings for which we were unable to obtain the relevant certificates.

As at 30 June 2010, we lease 13,829 properties in China, primarily as business premises for our branch
outlets. 191 properties that we lease, accounting for approximately 0.55% of the total leasing area, do not have
the relevant land use right certificates or building ownership certificates. As a result, third parties may be able to
challenge the validity of our leases. In addition, we cannot assure you that we will be able to renew our leases on
terms acceptable to us upon their expiration. If any of our leases were terminated as a result of challenges by
third parties or failure of the lessors to renew them upon expiration, we may be forced to relocate affected branch
outlets and, if we fail to find suitable replacement sites on terms acceptable to us, our business, results of
operations and financial condition may be materially and adversely affected.

After the Rights Issue, Huijin, our largest Shareholder, can continue to assert substantial influence.

Following the Rights Issue, Huijin, our largest shareholder, after fully participating in the Rights Issue, will
continue to hold approximately 57.09% of our issued share capital. Accordingly, subject to our Articles of
Association and applicable laws and regulations, Huijin will continue to have substantial influence on our
operations, including:

*  timing of the distribution and amount of dividends;

»  offering of new securities;

. the nomination and selection of directors and supervisors;

e the appointment of our management team, including the composition of our senior management team;

e our business strategies and policies;

e our plans for substantial merger, acquisition, joint venture, investment or disposal of investment;

e changes to our Articles of Association; and

*  reserve matters of the Board which must be approved by special resolution.

The interests of Huijin may at times conflict with our interests or the interests of our other Shareholders.
Furthermore, Huijin is a state-owned sole proprietorship incorporated in accordance with the laws of China, and
it may have substantial interests in the implementation of economic or monetary policies promulgated by the

relevant economic supervisory authorities, including the State Council, the PBOC and/or the MOF, which may
not be in the current interests of us or our other Shareholders.

We may face situations where we cannot meet the capital adequacy requirements imposed by the relevant
PRC regulators

According to the Measures for the Management of Capital Adequacy Ratios of Commercial Banks
formulated by the CBRC in 2004 and amended on 3 July 2007, the minimum capital adequacy ratio and core
capital adequacy ratio for commercial banks are 8% and 4%, respectively. As at 30 June 2010, our core capital
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adequacy ratio was 9.27% and capital adequacy ratio was 11.68%, which were in compliance with the Measures
for the Management of Capital Adequacy Ratios of Commercial Banks. In 2010, the CBRC adopted a dynamic
approach in the management of capital adequacy ratio of commercial banks by imposing different benchmarks
for banks in different stages. While we have devised our mid-term plans to strengthen our capital structure,
further improved our capital management and strengthened our sustainability, our ability to comply with the
capital adequacy ratio requirements can be impaired by certain developments and changes, including a decline in
assets quality, devaluation of investments, higher minimum capital adequacy ratio and changes in calculation of
capital adequacy ratios imposed by the CBRC. In such circumstances, we may not be able to meet the CBRC’s
dynamic requirements on capital adequacy ratio.

In order to support the steady growth and development of our business, we may need to raise additional
capital to ensure that our capital adequacy ratio meets or exceeds minimum regulatory requirement. Any future
financing activities may result in our offering of new equity securities (which can be taken into account in our
core capital), debts or bonds (which can be taken into account in calculating our supplementary capital). Any
equity we offer may dilute the rights and interests of our Shareholders. Our capital raising capabilities may be
limited due to the factors including our future operations, financial position and business performance, our credit
ratings, requisite regulatory approvals, the overall market conditions at the time of the fund raising exercise as
well as the global and domestic economic, political and other conditions.

In recent years, the CBRC has issued several regulations and guidelines governing capital adequacy
requirements applicable to commercial banks in China. The CBRC has announced a plan to require large-size
commercial banks which have operational entities with active business in other countries or regions (including
Hong Kong and Macau), and a comparatively large portion of international business to start implementing the
Basel II capital accord as early as possible by the end of 2010 and not later than 2013 in any event. Given that the
methodologies of computing our capital adequacy ratios under the Basel II capital accord differ from our current
practice, our capital adequacy ratio may be significantly impacted. In October 2009, the CBRC released the
“Circular Concerning the Capital Replenishment Mechanisms of Commercial Banks” requesting that, when
nationwide commercial banks calculate their capital adequacy ratios, subordinated bonds in the supplementary
capital should not exceed 25% of the core capital and the long-term subordinated bonds issued by other banks
held since 1 July 2009 should be deducted. After this circular becomes effective, only nationwide commercial
banks with a core capital adequacy ratio of no less than 7% will be able to issue subordinated bonds.
Notwithstanding that we remain compliant with our current capital adequacy ratio, this new requirement may
have material and adverse effects on our capital adequacy ratio and we may face difficulties in meeting the
applicable regulatory requirements on capital adequacy in the future.

If we fail to meet the capital adequacy requirements, the CBRC may require us to take corrective measures,
including, for example, restricting the growth of our loans and other assets or restricting our declaration or
distribution of dividends. These measures could materially and adversely affect our reputation, financial
condition and results of operations.

We are subject to certain operational requirements as well as guidelines set by the PRC banking
regulatory authorities. We are also subject to the supervision and inspection of domestic regulators and
overseas regulators in jurisdictions where we operate.

We are subject to regular and irregular supervision and inspection by China’s regulatory institutions,
including the MOF, the PBOC, the CBRC, the CSRC, the CIRC, the State Administration of Taxation, the State
Administration of Industry & Commerce, the SAFE and the National Audit Office.

We are subject to certain operational requirements and guidelines set by the PRC banking regulatory
authorities. During the three years ended 31 December 2009 and the six months ended 30 June 2010, we have
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met all of the key indicators of the operational requirements and guiding principles of domestic regulatory
institutions to which we are subject. However, we cannot assure you that we will be able to meet these
operational requirements and guidelines in the future at all times, or that no sanction will be imposed on us in the
future if we fail to do so. If sanctions are imposed on us for the breaches of these or other operational
requirements and guidelines, our business, results of operations and financial condition may be materially and
adversely affected.

Furthermore, we may also be subject to inspection and supervision of overseas regulatory institutions in
overseas jurisdictions where we operate. Our overseas branches, subsidiaries and representative offices must
follow local laws, regulations and the regulatory requirements of relevant local regulatory institutions of their
respective jurisdictions. We cannot guarantee that our overseas branches, subsidiaries and representative offices
will be able to meet the applicable laws and regulatory requirements at all times. If we are not able to meet these
requirements, there may be significant adverse impact on our business in these jurisdictions. Some of these
inspections have led to penalties and other sanctions imposed on us as a result of non-compliance. Although none
of the penalties and sanctions imposed on us have had a material adverse impact on our operations, financial
position, and business performance, we cannot guarantee that future inspections by regulatory institutions will
not result in penalties or sanctions which may materially and adversely affect our operations, financial position,
business performance or reputation.

We may be subject to OFAC penalties if we conduct transactions in violation of OFAC regulations.

The United States currently imposes various economic sanctions, which are administered by the U.S.
Treasury Department’s Office of Foreign Assets Control (“OFAC”) and which apply only to U.S. persons and, in
certain cases, to foreign subsidiaries of U.S. persons or to transactions involving certain items subject to U.S.
jurisdiction. OFAC sanctions are intended to address a variety of policy concerns, primarily denying certain
countries, including Cuba, Iran, Syria and Sudan, and certain individuals and entities in those and other countries,
the ability to support international terrorism and, in the case of Iran, North Korea and Syria, as well as certain
individuals and entities in those and other countries, to pursue weapons of mass destruction and missile
programmes. We do not believe that these sanctions are applicable to any of our activities. However, if our
branch within the U.S. were to provide such services by any means, or if it was otherwise determined that any of
our transactions violated the OFAC regulations, we could be subject to penalties, and our reputation and ability to
conduct future business in the United States or with U.S. persons could be adversely affected.

RISKS RELATING TO THE PRC BANKING INDUSTRY
The highly competitive nature of the PRC banking industry could adversely affect our profitability.

The PRC banking industry is intensely competitive. We compete primarily with the other domestic
commercial banks and financial institutions, as well as foreign-invested financial institutions. These commercial
banks and financial institutions compete with us for substantially the same loan, deposit and fee customers.

Following the removal of regulatory restrictions on their geographical presence, customer base and
operating license in China in December 2006 as part of China’s WTO accession commitments, we have
experienced increased challenges from foreign-invested commercial banks. Furthermore, the Mainland and Hong
Kong Closer Economic Partnership Arrangement, which permits smaller Hong Kong banks to operate in China,
has also increased the competition in China’s banking industry.
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The increased competitive pressures resulting from the above and other factors may materially and
adversely affect our business and prospects, as well as our financial condition and results of operations by,
among other things:

*  reducing our market share in our principal products and services;
e affecting the growth of our loan portfolio or deposit base and other products and services;

*  decreasing our interest income or increasing our interest expense, thereby decreasing our net interest
margin;

. reducing our fee and commission income;
*  increasing our non-interest expenses, such as marketing expenses;
e deteriorating our asset quality; and

*  increasing the turnover of senior management and qualified professional personnel.

We may not always be able to maintain our competitive advantages or successfully compete in all the
business areas in which we currently or will in the future operate.

Our businesses are highly regulated and we may be materially and adversely affected by future regulatory
changes.

Our business and operations are directly affected by changes in China’s policies, laws and regulations
relating to the banking industry, such as those affecting the extent to which we can engage in specific businesses,
as well as changes in other governmental policies. There can be no assurance that the policies, laws and
regulations governing the banking industry will not change in the future or that any such changes will not
materially and adversely affect our business, financial condition and result of operations nor can we assure you
that we will be able to adapt to all such changes on a timely basis. In addition, there may be uncertainties
regarding the interpretation and application of new policies, laws and regulations, which may result in penalties
and restrictions on our activities and could also have a significant impact on our business.

The rate of growth of the PRC banking market may not be sustainable.

We expect the banking market in the PRC to expand as a result of anticipated growth in the PRC economy,
increases in household wealth, continued social welfare improvement, demographic changes and the opening of
the PRC banking market to foreign participants. The prospective impact on the PRC banking industry of certain
trends and events, such as the pace of economic growth in the PRC and the ongoing reform of the social welfare
system is currently not clear. Consequently, we cannot assure you that the growth and development of the PRC
banking market will be sustainable.

Fluctuations in interest rates may adversely affect our lending business and our financial condition.

As with most commercial banks, our results of operations depend to a great extent on our net interest
income. For the year ended 31 December 2009 and for the six months ended 30 June 2010, net interest income
respectively represented 78.68% and 76.63% of our operating income. Fluctuations in interest rates could affect
our financial condition and profitability in different ways. For example, a decrease in interest rates may reduce
our interest income and yields from interest-earning investments. An increase in interest rates may decrease the
value of our investment debt securities portfolio and raise our funding costs. In addition, an increase in interest
rates may reduce overall demand for loans, and, accordingly, reduce our origination of new loans, as well as
increase the risk of customer default. Interest rate fluctuations will also affect the market value of and return on
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derivative financial instruments. Volatility in interest rates may also result in a gap between our interest rate
sensitive assets and interest rate sensitive liabilities.

In addition, increasing competition in the banking industry and further deregulation of interest rates by the
PBOC may result in more volatility in market interest rates. If the interest rates we pay for our deposits increase
to a greater extent than the interest rates we receive for our loans, our net interest spread will narrow, leading to a
reduction in our net interest income. Increases in interest rates might also affect borrowers’ financial condition
and hence their ability to repay loans. As a result, fluctuations in interest rates may materially and adversely
affect our lending operations and our financial condition.

Our results of operations may be materially and adversely affected if the PBOC further expedites the
deregulation of interest rates.

In recent years, the PBOC has adopted reform measures to liberalise China’s interest rate regime. For
example in 2002, the PBOC substantially liberalised interest rates for foreign currency-denominated loans and
deposits. In October 2004, the PBOC eliminated restrictions in respect of the maximum interest rate for
RMB-denominated loans and the minimum interest rate for RMB-denominated deposits. Under the current
PBOC regulations, commercial banks in China cannot set interest rates (1) below 90% of the relevant PBOC
benchmark rate for RMB-denominated loans (for RMB-denominated residential mortgage loans, since
27 October 2008, the interest rates cannot be set below 70% of the relevant PBOC benchmark rate) or (2) above
the relevant PBOC benchmark rate for RMB-denominated deposits. The PBOC may further liberalise the
existing interest rate restrictions on RMB-denominated loans and deposits. If the existing regulations were
substantially liberalised or eliminated, competition in China’s banking industry would likely intensify as China’s
commercial banks seek to offer more attractive interest rates to customers. Further liberalisation by the PBOC
may result in the narrowing of the spread in the average interest rates between RMB-denominated loans and
RMB-denominated deposits, thereby materially and adversely affecting our results of operations.

The effectiveness of our credit risk management system is affected by the quality and scope of information
available in the PRC.

National credit information databases developed by the PBOC have been in operation since January, 2006.
However, as the information infrastructure in China is still under development and there remains limitations on
the availability of information, national credit information databases are generally under-developed and are not
able to provide complete credit information on many of our credit applicants. Therefore, our assessment of the
credit risk associated with a particular customer may not be based on complete, accurate or reliable information,
and our ability to effectively manage our credit risk may be materially and adversely affected.

Investments in commercial banks in China are subject to ownership restrictions that may adversely affect
the value of your investment.

Investments in commercial banks in China are subject to a number of ownership restrictions. For example,
prior approval from the CBRC is required for any person or entity to hold 5% or more of the registered capital or
total issued shares of a commercial bank in China. If a shareholder of a commercial bank in China increases its
shareholding above the 5% threshold without obtaining the CBRC’s prior approval, the shareholder will be
subject to the CBRC’s sanctions, which include, among other things, correction of such misconduct, fines and
confiscation of related earnings. In addition, under the PRC Company Law, we may not extend any loans that use
our Shares as collateral, and according to our Articles of Association, any shareholder who owns more than 5%
of our Shares must report to our Board before such Shareholder pledges the Shares to any lender as collateral.
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Future changes in ownership restrictions imposed by the PRC government may materially and adversely affect
the value of your investment.

We cannot guarantee the accuracy of facts and statistics contained in this prospectus with respect to the
PRC, its economy or its banking industry.

Some of the facts or statistics in this prospectus relating to the PRC, its economy and its banking industry
are derived from various official and other publicly available sources generally believed to be reliable. However,
we cannot guarantee the quality and reliability of such official source material. In addition, these facts or
statistics have not been independently verified by us and therefore we make no representation as to the accuracy
of such facts or statistics, which may not be consistent with other information compiled within or outside the
PRC and may not be complete or up-to-date. Due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice and other problems, the statistics herein may
be inaccurate or may not be comparable from period to period or to statistics produced for other economies and
should not be unduly relied upon.

RISKS RELATING TO THE PRC

A substantial majority of our assets are located in the PRC, and accordingly, a substantial majority of our
revenues are derived from our operations in the PRC. Accordingly, our financial condition, results of operations
and prospects will be affected to a significant extent by economic, political and legal developments in the PRC.

PRC economic, political and social conditions and government policies could affect our financial condition
and the results of operations.

A substantial majority of our businesses, assets and operations are located in China. Accordingly, our
financial condition, results of operations and business prospects are, to a significant degree, subject to the
economic, political and legal developments in China. China’s economy differs from the economies of most
developed countries in many respects, including, among other things, government involvement, level of
development, growth rate, control of foreign exchange and allocation of resources.

China’s economy has historically been a planned economy. A substantial portion of productive assets in
China are still owned by the PRC government. The government also exercises significant control over China’s
economic growth by allocating resources, setting monetary policy and providing preferential treatment to
particular industries or companies. These measures are aimed to benefit the overall economy of the PRC, but
some of them may have negative effects on certain industries, including the commercial banking industry. For
example, our operating results may be adversely affected by government control over capital investments or
changes in, interpretation of, and application of applicable tax regulations.

The PRC government is entitled to implement macroeconomic control measures to regulate the economy of
China. China’s GDP growth maintained its rapid pace for years before it slowed down due to the recent global
financial crisis. In response to the global financial crisis and market volatility, the PRC government has
implemented a series of macroeconomic measures and relatively loose monetary policies from the second half of
2008, including a RMB4 trillion economic stimulus package and lower benchmark interest rates. Some of the
measures may have material effects on our financial condition, results of operations and asset quality. The PRC
government may take measures to prevent the economy of China from overheating following the success of the
above economic stimulus measures, including restraining investment in industries with excess production
capacity, adjusting its tax policy on real estates, raising benchmark interest rates, raising deposit reserve rate or
issuing administrative guidelines to control bank lending. Furthermore, there is a risk of a “double dip” recession
in the global economy, including China’s economy, and the PRC government may again implement its
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macroeconomic control measures accordingly. As the PRC government continues to regulate the economy by
using monetary and fiscal policies, our financial condition and results of operations may be continuously and
materially affected.

The legal protections available to you are subject to interpretation and enforcement under the PRC laws
and regulations.

We are organised under the laws of the PRC. The PRC legal system is based on written statutes. Since 1979,
the PRC government has promulgated laws and regulations dealing with economic matters, such as foreign
investment, corporate organisation and governance, commerce, taxation and trade, with a view towards
developing a comprehensive system of commercial law. However, as these laws and regulations are relatively
new, and because of the limited volume of published cases and their nonbinding nature, interpretation and
enforcement of these laws and regulations involve uncertainties.

Our Articles of Association provide that disputes between holders of H Shares and us, our Directors,
Supervisors or senior officers or holders of A Shares, arising out of our Articles of Association or any rights or
obligations conferred or imposed upon by the PRC Company Law and related rules and regulations concerning
our affairs, including the transfer of our Shares, are to be resolved through arbitration rather than by a court of
law. A claimant may elect to submit a dispute to arbitration organisations in Hong Kong or the PRC. Awards that
are made by the PRC arbitral authorities recognised under the Arbitration Ordinance of Hong Kong can be
enforced in Hong Kong. Hong Kong arbitration awards may be recognised and enforced by PRC courts, subject
to the satisfaction of certain PRC legal requirements. However, to our knowledge, no action has been brought in
the PRC by any holder of H Shares to enforce an arbitral award, and we cannot assure you as to the results of
enforcement of any action brought in the PRC by any holder of H Shares to enforce a Hong Kong arbitral award
made in favour of holders of H Shares. Moreover, to our knowledge, there has not been any published report of
judicial enforcement in the PRC by holders of H Shares of their rights under the Articles of Association of their
respective investee companies or the PRC Company Law.

In addition, according to the applicable PRC laws, under certain conditions shareholders have the right to
sue the directors, supervisors, senior officers or other shareholders in the interest of the company and to enforce a
claim against such party or parties that the corporation has failed to enforce itself. However, to our knowledge,
there is no relevant precedent in this regard. Our Shareholders may be required to rely on other means to enforce
their rights. PRC laws, rules and regulations applicable to companies listed overseas do not distinguish among
non-controlling and controlling Shareholders in terms of their rights and protections. Furthermore, our
non-controlling Shareholders may not have the same protections enjoyed by shareholders of companies
incorporated under the laws of the United States and certain other countries.

You may experience difficulties in effecting service of legal process and enforcing judgments against us
and our Directors and officers.

We are a company incorporated under the laws of the PRC, and substantially all of our assets and our
subsidiaries are located in the PRC. In addition, most of our Directors and officers reside within the PRC, and the
assets of our Directors and officers may be located within the PRC. As a result, it may not be possible to effect
service of process within the United States or elsewhere outside of the PRC upon most of our Directors and
officers, including with respect to matters arising under the U.S. federal securities laws or applicable state
securities laws.

Moreover, a judgment of a court of another jurisdiction may be reciprocally recognised or enforced if the
jurisdiction has a treaty with the PRC or if judgments of PRC courts have been recognised before in that

jurisdiction, subject to the satisfaction of other requirements. China does not have treaties providing for the
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reciprocal enforcement of judgments of courts with the United States, the United Kingdom, Japan or most other
Western countries. In addition, Hong Kong has no arrangement for the reciprocal enforcement of judgments with
the United States. As a result, recognition and enforcement in the PRC or Hong Kong of judgments of a court in
the United States and any of the other jurisdictions mentioned above in relation to any matter not subject to a
binding arbitration provision may be difficult or impossible.

In addition, although we are subject to the Hong Kong Listing Rules and the Hong Kong Takeovers Codes
upon the listing of our H Shares on the Hong Kong Stock Exchange, the holders of H Shares will not be able to
bring actions on the basis of violations of the Hong Kong Listing Rules and must rely on the Hong Kong Stock
Exchange to enforce its rules. Furthermore, the Hong Kong Takeovers Codes do not have the force of law and
provide only standards of commercial conduct considered acceptable for takeover and merger transactions and
share repurchases in Hong Kong.

Holders of H Shares may be subject to PRC taxation.

Under the applicable PRC tax laws, dividends paid by us to non-PRC resident individual holders of
H Shares and gains realised by non-PRC resident individual holders of H Shares upon sale or other disposal of
H shares are both subject to PRC individual income tax at a rate of 20%. However, according to various rules by
the State Administration of Taxation, these taxes have not been collected by the PRC tax authorities in practice.

Under the applicable PRC tax laws, dividends paid by us to non-PRC resident enterprise holders of
H Shares and gains realised by non-PRC resident enterprise holders of H Shares upon sale or other disposal of
H shares are both subject to enterprise income tax at a rate of 10%, unless otherwise provided in relevant tax
treaties.

There are significant uncertainties as to the interpretation and application of applicable PRC tax laws,
including, among others, (i) whether and how PRC individual income tax on the dividends paid by us to non-
PRC resident individual holders of H shares and on gains realised by such individual holders on the sale or other
disposal of H Shares will be collected by the PRC tax authorities in the future, and (ii) whether and how
enterprise income tax on gains realised by non-PRC resident enterprises upon the sale or other disposal of
H shares has been collected by the PRC tax authorities, and whether and how such taxes will be collected in the
future. If there is any change to applicable tax laws and interpretation or application with respect to such laws,
holders of H Shares may be subject to PRC income tax or a higher rate of PRC income tax on the dividends paid
by us and gains realised upon sale or other disposal of H Shares, which are currently not subject to or have not
been collected by the PRC tax authorities in practice.

Payment of dividends is subject to restrictions under PRC laws.

Under PRC law, dividends may be paid only out of distributable profits. Distributable profit is deemed to be
the lesser of the distributable profit determined in accordance with PRC GAAP and the distributable profit
determined in accordance with IFRS, and can only be distributed as dividends after accounting for allowances for
making up cumulative losses, allocations to the statutory reserve and general provisions according to relevant
regulations. As a result, we may not have sufficient distributable profits to make dividend distributions to
Shareholders even in those years when we record a profit.

In addition, the CBRC has the discretionary authority to prohibit any bank that has a total capital adequacy

ratio below 8% or a core capital adequacy ratio below 4% or has violated certain other PRC banking regulations
from paying dividends and other forms of distributions.
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We are subject to PRC government controls on currency conversion and future movements in exchange
rates.

We receive a substantial majority of our revenues in RMB, which is currently not a freely convertible
currency. A portion of these revenues must be converted into other currencies in order to meet our demands for
foreign currency. For example, we need to obtain foreign currency to make payments of declared dividends, if
any, on our H Shares.

Under China’s existing foreign exchange regulations, by complying with certain procedural requirements,
we will be able to pay dividends in foreign currencies without prior approval from SAFE. However, in the future,
the PRC government may, at its discretion, take measures to restrict access to foreign currencies for current
account transactions under certain circumstances. In this case, we may not be able to pay dividends in foreign
currencies to holders of our H Shares.

The value of the RMB against the U.S. dollar and other currencies fluctuates and is affected by, among other
things, changes in Chinese and international political and economic conditions. Since 1994, China had adopted a
market-based, managed and unified floating exchange rate regime to determine the exchange rate of RMB with
reference to the exchange rate determined by the PBOC based on the interbank exchange rates and the prevailing
rate of the international financial market on the previous business day. Thereafter, the official exchange rate of
RMB against the U.S. dollar remained stable. On 21 July 2005, the PRC government adopted a more flexible
market-based and managed floating exchange rate regime with reference to a basket of currencies when the
exchange rate of RMB against the U.S. dollar recorded a one-off increase of 2%. Under the new system, the
exchange rate of RMB was allowed to fluctuate within a regulated band. In addition, a market maker system was
introduced to the interbank spot foreign exchange market. In July 2008, China announced that its exchange rate
regime was further transformed into a managed floating mechanism based on market supply and demand. As at
31 December 2009, the exchange rate of RMB against the U.S. dollar had appreciated by approximately 18.77%
since 21 July 2005. Given the domestic and overseas economic developments, the PBOC decided to further
improve the RMB exchange rate regime in June 2010 to enhance the flexibility of the RMB exchange rate.

Any appreciation of the RMB against the U.S. dollar or any other foreign currencies may result in the
decrease in the value of our foreign currency-denominated assets. Conversely, any devaluation of the RMB may
adversely affect the value of, and any dividends payable on, our H Shares in foreign currency terms. As at
30 June 2010, 4.56% of our assets and 4.04% of our liabilities were denominated in foreign currencies. We are
also currently required to obtain the approval of the SAFE before converting significant sums of foreign
currencies into RMB. All of these factors could materially and adversely affect our financial condition, results of
operations and compliance with capital adequacy ratios and operational ratios.

Any force majeure events, including future occurrence of natural disasters or outbreaks of contagious
diseases in China may have a material adverse effect on our business operations, financial condition and
results of operations.

Any future force majeure events, such as occurrence of natural disasters or outbreaks of health epidemics
and contagious diseases, including avian influenza, severe acute respiratory syndrome, or SARS, and swine flu
caused by HINI virus, or HIN1 Flu, may materially and adversely affect our business and results of operations.
Possible force majeure events may incur additional costs to us and have adverse effects on the quality of our
assets, our financial condition and results of operation. An outbreak of a health epidemic or contagious disease
could result in a widespread health crisis and restrict the level of business activity in affected areas, which may in
turn adversely affect our business. Moreover, China has experienced natural disasters like earthquakes, floods
and drought in the past few years. For example, on 12 May 2008, China experienced an earthquake with a
reported magnitude of 8.0 on the Richter scale in Sichuan province, resulting in the death of tens of thousands of
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people. Any future occurrence of severe natural disasters in China may adversely affect its economy and in turn
our business. There is no guarantee that any future occurrence of natural disasters or outbreak of avian influenza,
SARS, HINI Flu or other epidemics, or the measures taken by the PRC government or other countries in
response to a future outbreak of avian influenza, SARS, HIN1 Flu or other epidemics, will not seriously interrupt
our operations or those of our customers, which may have a material adverse effect on our results of operations.

RISKS RELATING TO THE RIGHTS ISSUE

Unless you exercise all of the Nil Paid H Rights initially allotted to you, this offering will dilute your
investment and proportionate ownership interest in us.

If you choose not to exercise your allotted Nil Paid H Rights fully, your proportionate ownership and voting
interest in us will be diluted. Even if you elect to sell your Nil Paid H Rights prior to the expiration of the
applicable trading period, or such Nil Paid H Rights are sold on your behalf, the consideration you receive
therefore may not be sufficient to compensate you fully for such dilution of your proportionate ownership and
voting interest in us.

The market prices of H Shares may fluctuate and may fall below the Subscription Price prior to the
expiration of the subscription period.

Once you exercise your Nil Paid H Rights pursuant to this offering, you may not revoke the exercise.
Although the Subscription Price of HK$4.38 for the H Rights Shares represented a discount to the closing price
of HK$7.64 at the Price Determination Date, the market prices may fall below the Subscription Price prior to the
expiration of the subscription period as a result of, among other things, global or China’s economic or political
conditions, market’s perception of the likelihood of completion of this offering, regulatory changes affecting our
operations and variations in our financial results. Many of these factors are out of our control. If you take up your
Nil Paid H Rights and the market price of our H Shares trades below the Subscription Price on the date the H
Rights Shares are issued to you in respect of such Nil Paid H Rights, then you will have purchased those Shares
at prices higher than the market price.

Any decrease in market prices may continue after the completion of this offering and as a result, you may
not be able to sell such H Rights Shares at a price equal to or greater than the Subscription Price.

Trading characteristics of the A Share and H Share markets may differ.

Our H Shares have been listed and have traded on the Hong Kong Stock Exchange since October 2005 and
our A Shares have been listed and have traded on the Shanghai Stock Exchange since September 2007. This
Rights Issue consists of both the A Share Rights Issue and the H Share Rights Issue. Without approval from the
relevant regulatory authorities, our A Shares and H Shares are neither interchangeable nor fungible, and there is
no trading or settlement between the A share and the H share markets. The A share and H share markets have
different trading characteristics (including trading volume and liquidity) and investor bases, including different
levels of individual and institutional participation. As a result of these differences, the trading prices of our
A Shares and H Shares may not be the same.

Moreover, fluctuations in our A Share price may affect our H Share price, and vice versa. Because of the
different characteristics of the A share and H share markets, the changes in the prices of our A Shares may not be
indicative of the price trend of our H Shares performance. You should therefore not place undue reliance on the
recent trading history of our A Shares and the progress or results of the A Share Rights Issue when evaluating the
H Share Rights Issue.
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An active trading market for the Nil Paid H Rights may not develop on the Hong Kong Stock Exchange or
any over-the counter trading market and, even if a market does develop, the trading price of the Nil Paid
H Shares may fluctuate.

A trading period has been set for the Nil Paid H Rights from 23 November to 3 December 2010 (both days
inclusive). We cannot assure you that an active trading market in the Nil Paid H Rights on the Hong Kong Stock
Exchange will develop during the applicable trading period for Nil Paid H Rights or that any over-the-counter
trading market in the Nil Paid H Rights will develop. Even if active markets develop, the trading prices of the Nil
Paid H Rights may be volatile and subject to the same factors affecting the price of our H Shares. See “—The
market prices of H Shares may fluctuate and may fall below the Subscription Price prior to the expiration of the
subscription period.”

The Subscription Price is not an indication of our underlying value.

The Subscription Price was determined on the Price Determination Date by reference to the closing price of
H Shares on that date, which was the last trading day before the date of Announcement. Consistent with the
customary practice for a rights issue, the Subscription Price was set at a discount to the market price of our
H Shares at that time. The Subscription Price does not bear a direct relationship to past operations, cash flow,
earnings, financial condition or any other established criteria for value and you should not consider the
Subscription Price to be any indication of our underlying value.

Future sales or perceived sales of substantial amounts of our H Shares in the public market could have a
material adverse effect on the prevailing market price of our H Shares and our ability to raise capital in
the future.

The market price of our H Shares could decline as a result of future sales of substantial amounts of our
H Shares or other securities relating to our H Shares in the public market, or the issuance of new H Shares, or the
perception that such sales or issuances may occur. Future sales, or perceived sales, of substantial amounts of our
H Shares could also materially and adversely affect our ability to raise capital in the future at a time and at a price
favourable to us, and our Shareholders would experience dilution in their holdings upon issuance or sale of
additional securities in the future.

Unless you have obtained prior approval from the CBRC to hold 5% or more of the registered capital or
total issued Shares of us, you may be subject to CBRC’s sanctions if your shareholding in us exceeds 5%
after the Rights Issue.

In the event that the A Rights Shares are not fully subscribed, this may result in the shareholding of those
H Shareholders whose shareholding in us is close to 5% prior to the Rights Issue, to end up with a shareholding
of more than 5% after the Rights Issue. This will violate the ownership restriction of the CBRC, as discussed in
the section headed “Risk Factors—Risks Relating to the PRC Banking Industry—Investments in commercial
banks in China are subject to ownership restrictions that may adversely affect the value of your investment” and
hence, may be subject to CBRC’s sanctions.

Dividends distributed in the past may not be indicative of our dividend policy in the future.

The cash dividend we distributed in 2009 was RMBO0.202 per share (before tax). Any future declaration of
dividends will be proposed by our Board and the amount of any dividends will depend on various factors,
including our results of operations, financial condition, future business prospects and other factors that our board
may determine to be important. We cannot guarantee if and when we will pay dividends in the future.
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Our corporate disclosure standards may differ from those in other jurisdictions.

We are subject to the disclosure requirements under the Hong Kong Listing Rules. These disclosure
requirements differ in certain respects from those applicable to companies in certain other countries, including
the United States. There may be less publicly available information about public companies listed in Hong Kong,
such as our Bank, than is regularly made available by public companies in other countries, including the United
States.

You may not be able to participate in future rights issues and may experience dilution of your holdings.

We may, from time to time, continue to distribute rights to our Shareholders, including rights to acquire
securities. We will not distribute the securities to which these rights relate to U.S. holders of our H Shares unless
such securities are either exempt from registration under the U.S. Securities Act or are registered under the U.S.
Securities Act. There can be no assurance that we will be able to establish an exemption from registration under
the U.S. Securities Act, and we are under no obligation to file a registration statement with respect to these
securities or to endeavour to have a registration statement declared effective under the U.S. Securities Act.
Accordingly, U.S. holders of our H Shares may be unable to participate in rights offerings and may experience
dilution of their holdings as a result. In addition, if we are unable to sell rights that are not exercised or not
distributed or if the sale is not lawful or reasonably practicable, we will allow the rights to lapse, in which case
U.S. holders of our H Shares will receive no value for these rights.
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Overview

We are a leading commercial bank in China providing a comprehensive range of banking products and
financial services. According to information released by the PBOC, we were the second largest bank in China in
terms of total assets as at 30 June 2010, and our market shares by total loans and total deposits were
approximately 10.80% and 12.43%, respectively, as at the same date. As at 30 June 2010, our market
capitalisation reached approximately US$189.2 billion, ranking second among listed banks in the world. As at
30 June 2010, our total assets, total liabilities and total equity were RMB10,235,981 million (including total
loans and advances to customers of RMBS5,349,382 million), RMB9,655,783 million (including total deposits
from customers of RMB8,591,701 million) and RMB580,198 million, respectively.

In 2009, we were ranked 12 among the “Top 1000 World Banks” and 9t among the “Top 500 Financial
Brands” by The Banker magazine. We also received the “Best Bank in China” award from the Euromoney
magazine and the “Best Corporate Social Responsibility Bank™ award by The Banker magazine in 2009.

We primarily operate in China and our principal business activities include corporate banking, personal
banking, treasury operations, investment banking and overseas operations.

Within our corporate banking business, we offer a broad range of products and services to corporations,
government agencies and financial institutions, including infrastructure loans, working capital loans, supply-
chain financing, loans to SMEs, trade financing, loans through our e-banking platform and merger and
acquisition financing. We also offer corporate deposits under various terms and commission/fee based services,
including institutional services and fund custodial services for corporate bonds and trust loans and custodial
services for securities settlement and clearing.

We provide a broad range of personal banking products and services under well recognised brands,
including residential mortgage loans, entrusted housing provident fund mortgage loan services and bank cards
services.

Our treasury operations primarily consist of money market trading activities, investment portfolio
management and agency treasury transactions. We conduct our treasury services mainly through our trading
centres in Beijing and Hong Kong.

We conduct our investment banking business through the investment banking department at the head office
and branch levels as well as through CCB International. We offer a comprehensive and diversified suite of
financial services to our customers which includes, among others, financial advisory services, equity capital
financing, debt financing, asset securitisation and wealth management services.

Leveraging our vast resources and geographic advantages in the Chinese domestic market, we are
committed to providing a world-wide banking and financial services platform to service the overseas banking
needs of our domestic corporate and personal banking customers and the domestic banking needs of our overseas
corporate and personal banking customers seeking to trade with or invest in China.

Headquartered in Beijing, China, we provide convenient and quality banking services to our customers
through an extensive network comprised of nationwide branches, self-service facilities and electronic banking
service platform. As at 30 June 2010, we had 13,403 domestic branch outlets in Mainland China, branches in
Hong Kong, Singapore, Frankfurt, Johannesburg, Tokyo, Seoul, New York and Ho Chi Minh City, and two
representative offices in Sydney and London. We have approximately 300,000 employees and we also have
subsidiaries including China Construction Bank (Asia) Corporation Limited, CCB International, China
Construction Bank (London) Limited, CCB Principal Asset Management Company Limited, CCB Financial
Leasing Corporation Limited, and Jianxin Trust Company Limited.
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OUR COMPETITIVE STRENGTHS

We believe the following strengths provide us with a stable and effective platform through which we will be
able to maintain our competitive advantages in China’s banking industry.

Large customer base and established relationships

We have a quality corporate customer base and large personal banking customer base. As at 30 June 2010,
we extended credit facilities to approximately 82,300 corporate credit customers and managed approximately
1.21 million primary settlement accounts. As at 30 June 2010, we had approximately 195 million personal
deposit customers and approximately 11.74 million personal wealth management customers. We also have
approximately 6.20 million personal loan customers and approximately 22.21 million credit card customers. We
have a broad and valuable customer base which provides us with not only a stable source of funding, but also
opportunities to explore new business areas.

Extensive distribution network and a diversified service channel

As at 30 June 2010, with 13,403 domestic branch outlets, we ranked third in the Chinese commercial
banking industry. We have established 131 wealth management centres, 5 private banking centres and 575
personal loan centres to service the needs of our personal high net worth and high-end customers who seek
customised wealth management services. As at 30 June 2010, we had 8,741 self-service banking centres and
37,487 ATMs, ahead of most of our peers in terms of the number of self-service facilities. We continuously
enhance our distribution network and service channels to give us the competitive measures and resources for
sustainable development.

Leading positions in key products and services, pioneering new product and service development

We believe our leading positions in our core product and service offerings have allowed us to continue
enhancing our business structure and, in turn, created a favourable environment to generate leading profitability
among our peers. We have historically been the major provider of infrastructure projects loans and mid-to-long
term loans to large and medium sized enterprises and we are the only commercial bank in China qualified to
provide project cost consultancy and advisory services. While strengthening our capabilities and management
level of personal residential mortgage loans, we have supported our residential mortgage loan applicants in their
purchase of self-use housing and subsidised housing. As at 30 June 2010, we have issued approximately
26.38 million credit cards in total. For the year 2009 and the first half of 2010, the total spending through our
credit cards amounted to approximately RMB292,781 million and RMB180,266 million, respectively, ranking us
one of the first among our peers.

In addition to strengthening our core product and service offerings, we have also placed emphasis on
pioneering new products and services to optimise our business structure. In recent years, we have increased our
lending to SMEs, major agricultural projects, environmentally conscious or “green” projects and new and
emerging services. We are increasingly focused on providing financial services support to social services sectors
such as healthcare, education and development of social culture as well as exploring new products and services
such as domestic factoring, syndicated loans and wealth management. We have also launched two credit service
brands “Speedy Credit” (% £%8) and “The Road to Growth” (=), specially tailored to SMEs. As at
30 June 2010, over RMB960 billion worth of credit was granted.

Prudent risk management and internal control practices

We continue to promote risk management system reform and have established an overall risk management
framework which reflects our philosophy that value should be created upon a sound risk management system. As
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one of the first banks in China to centralise our risk management through the development of a comparatively
independent and vertical risk management system, we have implemented a “Parallel Operation” system to
separate the roles of risk managers and customer managers. We have also assigned designated credit reviewers
and adopted a comparatively independent and vertically managed internal audit system. As a result of our risk
management and internal control efforts over the years, our average non-performing loan ratio for the last three
years was at a comparatively lower level among the Large-size Commercial Banks. As at 30 June 2010, our
non-performing loan ratio and allowance to non-performing loan ratio were 1.22% and 204.72%, respectively.

Advanced financial management capabilities and financial controls

We are one of the first domestic banks to establish a resource allocation and performance evaluation
assessment system on the basis of the economic value-added approach. We have further centralised our financial
management and promoted an overall cost control system, while increasing our research efforts on strategic cost
management. In addition, we follow the successful experiences of leading global banks and developed an internal
fund transfer pricing (FTP) system, an enterprise resource planning (ERP) system and a management accounting
system.

We believe that our advanced financial management capabilities and sound financial controls have allowed
us to implement development strategies effectively, optimise resource allocation, and improve overall operating
efficiency.

Rapidly growing commission/fee based businesses

From 2007 to 2009, our net income from fees and commissions achieved rapid growth at a CAGR of
23.89%. In the first half of 2010, our net income from fees and commissions accounted for 21.88% of total
operating income.

Effective strategic cooperation

We have cooperated with our strategic investor, Bank of America, in a number of areas including personal
banking business, risk management, corporate governance, information technology and human resources. As at
30 June 2010, we, together with Bank of America, have completed a total of 42 cooperation projects,
31 consulting projects and 246 experience-sharing projects. Close to 4,000 of our staff have received training
from Bank of America. In addition, we have entered into business cooperation with Bank of America including
the establishment of CCB Financial Leasing Corporation Limited. We have also benefited greatly from the
cooperation with Bank of America in areas of trade financing, cash management, ATM cash withdrawal, foreign
currency exchange, U.S. dollars settlement, fund raising and joint marketing activities.

Our strategic investor, Temasek Holdings (Private) Limited (“Temasek’™), has shared their experiences with
us and provided training to us in relation to SME business operation, human resource management, money
market trading and other areas. More than 1,800 staff from six of our business and management areas have
received training from Temasek.

Experienced management team

Our Chairman, Mr. Guo Shuqing, our Vice Chairman and President, Mr. Zhang Jianguo and the Chairman
of our supervisory committee, Mr. Zhang Furong and other senior management team members, have extensive
management experiences in the banking and financial sector in China. Under their leadership, our operations
have further strengthened in recent years. For the year ended 31 December 2009 and the first half of 2010, our
average returns on assets were 1.24% and 1.43% (annualised), respectively, and our average returns on equity
were 20.87% and 24.00% (annualised), respectively, one of the highest among domestic and international peers.

OUR PRINCIPAL BUSINESS ACTIVITIES

Our principal businesses include corporate banking, personal banking, treasury business, investment
banking and overseas operations.
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The following table sets forth, for the periods indicated, the operating income of each of our major business
segments:

Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010

% of % of % of % of % of
Amount total Amount total Amount total Amount total Amount total
(in millions of RMB, except percentages)

Corporate banking .... 117,061 53.04 142,076 52.67 144,662 53.71 71,490 54.38 78,986 51.38
Personal banking . . . ... 73,441 33.27 74,573 27.65 80,967 30.06 38,229 29.08 45,071 29.32
Treasury business® . ... 25,117 11.38 47,366 17.56 35,040 13.01 17,849 13.58 26,717 17.38
Other businesses® . . . .. 5,098 231 5732 212 8645 322 3897 296 2951 192
Total operating

income ............. 220,717 100.00 269,747 100.00 269,314 100.00 131,465 100.00 153,725 100.00

(1) The income from investment banking business is reported under treasury business and other businesses.
(2) This item includes the income from our equity investments and the income from our overseas branches and subsidiaries.

CORPORATE BANKING
Overview

For the years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010, our
corporate banking operations represented 53.04%, 52.67%, 53.71% and 51.38%, respectively, of our total
operating income. We offer a broad range of corporate banking products and services for corporations,
government agencies and financial institutions. As at 30 June 2010, we had RMB3,737,338 million of corporate
loans, representing 69.87% of our total loans, RMB 194,644 million of discounted bills outstanding, representing
3.64% of our total loans, and RMB4,600,951 million of corporate deposits, representing 53.55% of our total
deposits.

Key Products and Services
Corporate loans products

Corporate loans have historically been the largest component of our loan portfolio. As at 30 June 2010, the
balance of our corporate loans amounted to RMB3,737,338 million, representing an approximately 22.76%
market share among the Large-size Commercial Banks. Our corporate loan products are mainly composed of
medium to long-term loans and short-term loans. As at 30 June 2010, our medium to long-term loans and short-
term loans amounted to RMB2,664,640 million and RMB1,072,698 million, representing 71.30% and 28.70%,
respectively, of our total corporate loans.

Infrastructure loans

We provide various infrastructure loan products to meet the funding requirements relating to the
construction and expansion of our customers’ infrastructure projects. The continual expansion of the PRC
economy has led to an increase in the number of new large-scale infrastructure projects which have resulted in
increased demand for infrastructure loans. As at 30 June 2010, our infrastructure loans amounted to
RMB1,490,175 million, representing approximately 39.87% of our total corporate loans.

Working capital loans

We offer working capital loans primarily to provide liquidity for our customers’ regular business production
and operational turnover needs, and for their temporary funding needs. Our working capital loans are mainly
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granted to our high quality customers to supplement their infrastructure loans. We also provide working capital
loans to SMEs. As at 30 June 2010, we had working capital loans of RMB1,686,888 million, representing
45.14% of our total corporate loans.

Other corporate loan products

We offer various other corporate loan products, including trade finance facilities, supply-chain financing
and merger and acquisition financing. As at 30 June 2010, our trade finance balance amounted to RMB215,036
million, and we had approximately 8,800 supply-chain financing customers and outstanding loans of RMB62.1
billion. In March 2009, we became one of the first commercial banks approved to undertake merger and
acquisition financing business pursuant to the Guidelines to M&A Loan Risk Management of Commercial Banks
issued by the CBRC and we were one of the first to launch corporate merger and acquisition financing products
which were aimed to facilitate the financing needs of our customers’ merger and acquisition transactions by
providing a comprehensive set of financial resources. As at 30 June 2010, we provided a total of RMB16,753
million merger and acquisition financing to 36 large and medium enterprises, ranked as one of the top banks
among our peers.

The expansion of loans to SMEs is an important measure of the Bank to realise our strategic transformation
of corporate banking business, which amounted to RMB1,397,630 million as at 30 June 2010, representing
37.40% of our total corporate loans.

Discounted bills

Discounted bills are bank acceptance bills and commercial acceptance bills with a remaining maturity of
less than six months purchased by us from our customers at a discount. We provide discounted bills as part of our
comprehensive financing solution for our corporate customers. As at 30 June 2010, bank acceptance bills
accounted for over 90% of our discounted bills. As at 30 June 2010, we had outstanding discounted bills of
RMB 194,644 million, of which direct discounted bills and re-discounted bills accounted for 82.93% and 17.07%
of our total balance of discounted bills, respectively.

Corporate deposit products

In accordance with interest rate policies issued by the PBOC, we offer a variety of time and demand deposit
products to our corporate and institutional customers. In addition, we also accept negotiated deposits from
customers including insurance companies, the NSSF and the Postal Savings Bank of China, whereby interest
rates and other conditions are separately negotiated between them and ourselves.

As at 30 June 2010, we were the second largest holder of RMB and foreign currency corporate deposits in
China, with a market share of approximately 25.41% among the Large-size Commercial Banks. From
31 December 2007 to 31 December 2009, our corporate deposits increased from RMB2,945,305 million to
RMB4,303,509 million, representing a CAGR of 20.88%. As at 30 June 2010, our corporate deposits further
increased to RMB4,600,951 million, representing a growth of 6.91% from the end of 2009.

Commission/fee based products and services

We provide our corporate customers with a broad range of commission/fee based products and services. The
development of our commission/fee based products and services remains as the focus of our future business
transformation. From 2007 to 2009, net fee and commission income from our corporate banking business
increased from RMB7,471 million to RMB 19,884 million, representing a CAGR of 63.14%. In 2009, net fee and
commission income from our corporate banking business accounted for 41.37% of our net fee and commission
income. Income from our project cost advisory services, corporate banking RMB settlement services and
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domestic guarantees were RMB3,579 million, RMB2,876 million and RMB912 million, respectively, in 2009,
together accounting for 37.05% of our income from fees and commissions from corporate banking. For the first
half of 2010, our net fee and commission income from our corporate banking business amounted to RMB15,388
million, representing an increase of 54.06% compared to the same period in 2009.

Agency services

We act as an agent at the request of our clients in providing payment disbursement, collection, settlement,
clearance and other agency services to corporations and government agencies. The key products and services we
provide include agency treasury settlement, agency premium collection and payment and entrusted loans. We
also act as payroll agent as well as the agent to collect utilities, telecommunication, and taxes payment and
surcharges. We are the largest agency payment bank authorised by the State’s treasury. We ranked first in 2009
in terms of both the number of entities that we serve and the amount of funds disbursed. Our agency services
business accounted for a market share of over 40% in 2009. We are a major correspondent bank for the China
Development Bank. We also distribute products and services on behalf of insurance companies and securities
firms, and provide payment and fee collection services to public utility and telecommunications companies. We
realised RMB2,748 million and RMB2,202 million of fee income from our insurance agency services in 2009
and the first half of 2010, respectively, leading the market in the PRC banking industry. In addition, we provide
entrusted lending services to our corporate customers. We charge a fee for providing entrusted lending services
and do not take the credit risk with respect to these loans. In addition to generating fee income, our agency
services also help us develop and enhance our relationships with our customers.

Project cost consulting and advisory services

Project cost consulting and advisory services include project consultancy services, cost evaluation and
control services and project funding monitoring services for infrastructure projects. We are the only commercial
bank in China licensed to provide project cost consulting and advisory services and we believe we have teams
with extensive domestic experience in this area. In 2008, we launched the “Project Funding Monitoring
Business”, which is an extension to our project cost consulting services and integrates our project cost consulting
platform with our credit risk management platform. We provide funding monitoring services for projects through
our professional project cost consultant team, along with our investment management team. Income from our
project cost consulting and advisory services amounted to RMB3,579 million for 2009, representing a growth of
106.34% compared to 2008, and RMB2,634 million for the first half of 2010, representing a growth of 26.21%
compared to the same period in 2009.

Syndicated loan services

We have provided to customers various syndicated loan products including, among others, direct external
syndicate loan, internal syndicate loan and transferable syndicate loan products. We have maintained strong
growth in our syndicated loan businesses. For the year ended 31 December 2009 and the six months ended
30 June 2010, income derived from arrangement fees for our syndicated loans amounted to RMB817 million and
RMBG627 million, respectively.

As at 30 June 2010, our syndicated loans amounted to approximately RMB458,300 million. In 2008, we
won the “Best Development Award” and “Best Management Award” issued by the China Banking Association
for syndicated loans in China’s banking industry.

Domestic factoring services

In 2003, we were among the first commercial banks in China to obtain approval to undertake domestic
factoring businesses. In conducting our domestic factoring business, we aim to further optimise our credit
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portfolio mix, expedite the transformation of our corporate banking business, encourage the development of
supply-chain financing businesses and support and develop our SME customers, all of which we believe will
enhance our ability to provide integrated services as a commercial bank. As at 30 June 2010, we had outstanding
factoring advances of RMB44,706 million from over 4,592 customers. In 2009 and the first half of 2010, our
income from domestic factoring advances amounted to RMB492 million and RMB792 million, respectively.

Cash management services

We were one of the first domestic commercial banks to provide cash management services. In recent years,
our cash management services expanded rapidly as we introduced various new cash management products, such
as “Yu Dao (& )—Smart Win Cash Management”, which covers major service lines including account
settlement services, fees receipt and payment services, liquidity management services, investment and financing
management services, information and reporting services, industry-focused solutions and on-line banking
services. We have approximately 100 cash management products and over 10 tailor-made industry specific cash
management solutions for multinational corporations, large and medium sized enterprises, government agencies
and financial institutions. In addition, through our internet and other electronic channels as well as our customer-
oriented branch network, we have been able to provide comprehensive cash management services to our
customers.

Remittance and settlement services

We provide account management, remittance, foreign currency exchange, bills and promissory notes,
corporate checks, domestic letters of credit, electronic commerce exchange bills, agency settlement, asset
custodial services and other settlement services. Income derived from our corporate RMB settlement services
amounted to RMB2,876 million in 2009, representing an increase of 90.00% from 2008, and RMB3,427 million
in the first half of 2010, representing an increase of 87.88% compared to the same period in 2009.

Investment custodial services

Our offering of custodial services is among the most comprehensive in China, including securities
investment funds, targeted customer funds, QDII, QFII, social security funds, corporate annuity funds, trust
properties, insurance assets, entrusted investment assets of securities companies, basic pension insurance
personal account funds, industrial investment funds and banking wealth management products. As at 30 June
2010, we had RMB 1,082,643 million of investment under custody, representing a growth of 8.69% from the end
of 2009. In 2009 and the first half of 2010, our income from custodial services amounted to RMB1,337 million
and RMB&39 million, respectively. In the first half of 2010, our custodial business for securities investment
funds grew robustly, with 32,787 million new funds and ranking first in the market with such increasing amount;
and a net asset value of funds under custody maintaining the second place with an increasing market share.
Twenty five of our funds under custody claimed the China Fund Industry Golden Bull Award for 2009, leading
among our peers. As at 30 June 2010, our industrial investment custodial business achieved further growth and
funds under custody reached a size of RMB300,105 million, representing a growth of 183.51% from the end of
2009. Our custodial business for corporate annuity funds exceeds RMB30 billion, ranking second in the market.

Guarantee and commitment services

We offer our corporate customers letters of credit, bid bonds, performance bonds and other forms of
guaranteed payment and performance security services. Our customers in construction-related industries often
obtain bid bonds or performance bonds from us for their construction projects. Our guarantee and commitment
services are generally subject to substantially the same credit approval procedures as those applicable to our loan
products. In 2009, our guarantee and commitment service fees decreased by 10.54% to RMB2,775 million from
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2008, as a result of policy adjustments to our loan commitment services. In the first half of 2010, our guarantee
and commitment service fees amounted to RMB 1,835 million, representing a growth of 24.58% compared to the
same period in 2009. In particular, our commitment services generated income of RMB850 million, representing
a growth of 30.77%.

International settlement services

We offer international settlement products and services including import letters of credit, export letters of
credit, import collection, export collection, outward remittance, inward remittance and guarantee. In 2009, the
volume of our international settlement increased by 3.78% from the previous year to US$465.10 billion. We are
qualified by the PBOC as the Hong Kong dollar settlement bank and qualified by China Foreign Exchange Trade
System as the U.S. dollar agency settlement bank in the interbank foreign currency markets. We were one of the
first PRC banks to provide cross-border trade RMB settlement services, and this pioneer status has allowed us to
be one of the market leaders of this service in 2009 and the first half of 2010.

Annuity management services

In 2007, we were qualified to be trustee and custodian for corporate annuity funds and were authorised to
offer related services including annuity planning, consulting, corporate annuity custodian and personal account
management. As at 30 June 2010, we managed 2.30 million personal enterprise annuities accounts and our assets
under trust amounted to RMB11,820 million.

Customer Base

As at 30 June 2010, we had approximately 82,300 corporate credit customers to which we provide credit
facilities. We have business relationships with 499 out of the largest 500 enterprises in China as ranked by China
Enterprise Confederation and China Entrepreneur Association based on operating revenue as of 31 December
2009. As a leading provider of capital for some of the key industries in China such as infrastructure, energy,
transportation and telecommunication, we have maintained close relationships with leading corporations in
industries that are strategically important to China’s economy and with major government agencies and financial
Institutions.

We have focused and will continue to focus on customers in industries strategically important to China’s
economy. Most of these large companies in China’s strategic industries are state-owned enterprises or state-
controlled joint stock companies. Private enterprises have become important customers to us, as they experienced
significant growth in China in recent years and have become a major sector in China’s economy. We also focus
on expanding our range of high-quality SME customers. As at 30 June 2010, the number of SME customers to
whom we have extended loans exceeded 68,600.

Marketing

Based on our customer-focused philosophy, we employ both industry-wide and localised marketing
strategies tailored to specific regions, customers and products. Our head office formulates our overall corporate
business development based on industry, geographical region, customer and product considerations. Our tier-one
branches then develop detailed marketing plans according to these guidelines tailored to local market needs.

Our corporate banking marketing channel primarily involves our corporate and institutional customer
managers, our branch outlets, our electronic banking channels which include on-line banking and phone-banking.
Our corporate and institutional customer managers are our key marketing channel for our corporate banking
business. They are responsible for exploring new market opportunities, promoting our banking products,
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coordinating and accessing our bank-wide resources to provide a package of personalised and comprehensive
financial services to our corporate and institutional customers. As at 30 June 2010, we had approximately 35,000
corporate and institution customer managers.

Our branch outlets offer the physical venue for us to provide services to corporate and institutional
customers. Through our branch outlets, we promote and sell our products, mainly providing payment and
settlement services and SME corporate customer services, and developing corporate liabilities business and
commission/fee based business. As at 30 June 2010, we had 8,765 branch outlets which conduct corporate
banking businesses.

We also provide our customers with e-banking channels such as our cash management service system,
corporate online banking, 95533 customer hotline service centre and mobile phone banking platform, thereby
providing greater access for our customers.

We seek to provide differentiated products and services to our important customers to meet their specific
banking needs. Our head office generally coordinates client coverage and marketing efforts for our largest
corporate customers to ensure consistency and quality of service. Our senior management at the headquarters and
branch level are often directly involved in and taking leadership in these marketing efforts. Our branches in key
cities provide differentiated, high quality, professional and integrated products and services to meet our
customers’ specific banking needs. By providing integrated financial solutions to our customers and improving
our cross-selling synergies among our products and services, we aim to further increase overall customer
satisfaction and optimise value for our customers.

For SMEs, we have established a specialised and standard marketing system that allows us to further
integrate our resources of products, distribution channels and brands to provide more efficient services with
controlled risks.

PERSONAL BANKING
Overview

We provide a broad range of personal banking products and services. As at 30 June 2010, personal loans
rose by 14.63% from the end of 2009 to RMB1,247,708 million, accounting for 23.32% of our gross loans and
advances to customers; and personal deposits grew by 8.47% from the end of 2009 to RMB3,888,190 million,
representing 45.26% of our total deposits and providing us with a stable source of funds. Our operating income
derived from personal banking in 2009 and the first half of 2010 amounted to RMB80,967 million and
RMB45,071 million, respectively, representing 30.06% and 29.32% of our total operating income for the same
period. In addition, we are also the largest bank housing provident fund business provider in China. As at 30 June
2010, the outstanding personal loans and residential mortgage loans accounted for approximately 23.32% and
25.45% of the market share among Large-size Commercial Banks, respectively.

Key Products and Services

We provide a broad range of products and services including personal housing financing services, personal
consumption loans and other related financial services for our personal banking customers based on their needs.
We also provide bank card services and fee-based personal banking services such as personal wealth
management services, settlement services for our personal banking customers. We are committed to providing
comprehensive banking services to our personal banking customers and are focused on creating and improving
our personal banking product chain and value chain. We set out below our key personal banking products and
services.
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Personal housing financing services

We are one of the earliest providers of and we continue to be the market leader of personal housing
financing services in China. As at 30 June 2010, we had the largest housing provident fund deposits and the
largest housing provident loan portfolio among Chinese banks.

Recently, in line with PRC government policies for the real estate industry in China, we have placed greater
focus on providing financing services for first-time home buyers and those homeowners who wish to improve
their standards of living. We have introduced a differentiated pricing strategy, taking into consideration various
factors including percentage of down payment, product coverage, customer creditability and post-credit
performance. As a result, the asset quality of our mortgage loans improved and our residential mortgage loans
increased in value. As at 30 June 2010, our non-performing loan ratio for residential mortgage loans was 0.36%,
representing a decrease of 6 basis points from the end of 2009, demonstrating our leading asset quality among
our peers.

Residential mortgage loans

We provide residential mortgage loans to individuals to finance the purchase and construction of their
residential properties. Residential mortgage loans include new home residential mortgage loans, residential
refinancing mortgages, home equity loans to refinance residential property and fixed-rate residential mortgage
loans. As at 30 June 2010, our personal residential mortgage loans rose by 17.56% from the end of 2009 to
RMB1,002,221 million, representing 80.32% of our total personal loans. We believe that residential mortgage
loans are key to our personal housing financing services. We generally offer loans with maturities of up to 30
years and for up to 70% of the property value. In 2010, we introduced a differentiated residential mortgage loan
policy based on the latest national policy which requires families having one mortgage loan already to make not
less than 50% down payment and at least 110% of the PRC benchmarking lending rate when purchasing their
second homes. Residential mortgage loans to families purchasing their third or more homes have been
temporarily suspended.

We have also introduced the home equity loan, whereby the borrower uses his self-owned residential
property as maximum collateral to take out loans that can be revolved within the validity period and within the
loan limit. This product targets the re-financing needs of our customers. We appraise the value of the residential
property regularly and clearly express that the loan cannot be used for securities trading purpose. As at 30 June
2010, the balance of our home equity loan reached RMB 16,685 million.

Individual commercial property mortgage loans

We offer commercial property mortgage loans to individuals requiring financing for purchasing commercial
properties. These loans are generally required to be secured by the underlying property and have a maximum
maturity of ten years. As at 30 June 2010, our individual commercial property mortgage loans amounted to
RMB69,759 million, representing 5.59% of our total personal loans.

Entrusted housing financing services

We act as an agent to national housing fund management departments to collect housing provident funds,
and housing maintenance funds, and provide individual housing provident funds mortgages. We are one of the
earliest banks and the largest in China approved to engage in housing provident fund management business. We
maintain sound business cooperation with local administrative centres of housing provident fund across China,
from which we take deposits as a steady funding source. Through implementing national policies on supporting
the construction of homes and providing financing to mid and low-income households, we are able to capture
such specialised market opportunities. As at 30 June 2010, our housing provident fund loans amounted to
RMB466,780 million and our housing provident fund deposits amounted to RMB275,822 million, maintaining
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our leading position among our peers in terms of both entrusted housing provident fund loans and deposits.
Through innovative financial services, we have launched new products and services including small amount
cross-bank payment for housing provident fund, housing provident fund e-channel, housing provident fund
co-named card and entrusted housing provident fund withdrawal for repayment of loans.

Home savings services

In February 2004, we formed Sino-German Bausparkasse Corporation Limited with Bausparkasse
Schwaebisch Hall, a German home savings bank. We hold a 75.1% equity interest in Sino-German Bausparkasse
Corporation Limited. Our home savings bank products allow our customers to make scheduled deposits for the
purpose of obtaining residential mortgage loans in the future. Sino-German Bausparkasse Corporation Limited
has improved our ability to develop more personal housing financing products. In 2009 and the first half of 2010,
Sino-German Bausparkasse Corporation Limited recorded rapid growth in the home credit business, with loans
increasing by RMB2,557 million and RMB2,465 million, respectively.

Personal consumption loans

Our personal consumption loans primarily consist of personal credit lines and automobile loans which
usually have a maturity of up to five years. Personal credit lines are granted for general purposes based on the
borrowers’ credit history and the value of collateral provided. Our automobile loans are primarily secured by the
purchased automobile and residential properties. As at 30 June 2010, we had personal consumption loans of
RMB76,410 million, representing 6.12% of our total personal loans.

Other personal loans

Our other personal loan products primarily consist of personal business loans, education loans and other
personal loans. In 2009, we introduced personal business loans for private business owners in various specialised
markets. We also introduced personal rural loans to farmers on a trial basis in line with PRC government’s policy
of supporting economic development of rural areas.

Bank card business

We offer a variety of bank card products comprising credit card and debit card (including quasi-credit card)
to our customers under the registered “Long Card” (“HE ") brand. As at 30 June 2010, we had issued 309 million
bank cards, including 26.38 million credit cards and 281 million debit cards (including quasi-credit cards). For
the year ended 31 December 2009, the fee and commission income from our bank card business increased to
RMB9,186 million from RMBS5,254 million for the year ended 31 December 2007, representing a CAGR of
32.23%. For the first half of 2010, the fee and commission income from our bank card business increased by
29.07%, compared to the same period in 2009, to RMBS5,524 million.

Since we are a member of China Unionpay, our customers can complete transactions through ATMs and
point-of-sale terminals connected to the China Unionpay network. China Unionpay is responsible for establishing
and operating a nationwide, interbank bank card information exchange and transaction network for its members.
We are one of the founding members of China Unionpay and hold a 4.85% equity interest in China Unionpay.
We joined the MasterCard network in 1990 and the Visa network in 1991. Our dual-currency debit cards and
dual-currency credit cards are also accepted outside of China through our association with the MasterCard and
Visa networks. In August 2009, we further joined JCB international credit card network. As at 30 June 2010, we
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had approximately 290,700 fixed POS machines, 22,600 mobile POS machines and 189,400 bank card
merchants.

Credit cards

Through our credit card centre in Shanghai established in December 2002, which centrally manages our
credit card and quasi-credit card business, we seek to enhance our operational efficiency, improve our risk
management, and maintain a consistent level of customer service quality. We have also established credit card
departments in most of our tier-one branches to manage our operations locally. As approved by the CBRC and
accepted by the Shanghai Banking Regulatory Bureau in 2008, our credit card centre was upgraded to a branch-
level sales institution and obtained its business license in 2009. As at 30 June 2010, we had issued 26.38 million
credit cards. The total transaction volume from our credit cards was RMB292,781 million in 2009, representing a
growth of 85.41% compared to 2008, and was RMB180,266 million in the first half of 2010, representing a
growth of 43.38% compared to the same period in 2009. As at 30 June 2010, our credit card balances increased
7.34% from the end of 2009 to RMB38,999 million, and the non-performing loan ratio stood at 1.79%. As such,
we ranked as one of the top banks in respect of total number of credit card customers, transaction volume and
asset quality.

Our primary credit card product is our RMB and U.S. Dollar-denominated dual currency credit card, which
we began to issue in 2003. Our dual currency credit cards are accepted through our own network and through the
China Unionpay network which are located in the PRC and various other countries, and are also accepted
overseas through our association with the Visa and MasterCard networks. We have established five product lines
including standard cards (%), co-branded cards (=% ) (being cards co-branded with primary cities (% 35%),
well-known enterprises (%), and top-tier universities (#1%)), specialty cards (¥#{2 ), public welfare cards
(A4 F) and corporate cards (%55 ), which primarily target mid- to high-end customers and cover various
marketing channels. We also issue diamond cards, which target high-end customers. As at 30 June 2010, we had
issued approximately 1,895,300 specialised car-owner credit cards, with the average transaction volume per card
exceeding RMB 16,100 and active ratio of 83.37%.

Debit cards

A debit card is directly linked to the cardholder’s bank account. We issue different types of debit cards to
offer differentiated services to different customer groups, including Dragon Cards to ordinary customers and
wealth management cards to high net worth and high-end customers. Our wealth management cards are further
classified into, among others, gold cards and platinum cards. As at 30 June 2010, we issued 281 million debit
cards in aggregate, with 5,464,700 wealth management cards in issue. Total spending through our debit cards
increased 77.24% to RMB790,663 million in 2009, and increased 72.53% to RMB546,542 million in the first
half of 2010 compared to the same period in 2009. Fee income from our debit cards amounted to RMB4,536
million and RMB3,336 million, respectively, in 2009 and the first half of 2010, representing growths of 14.76%
and 26.03% from the same period in the previous year. Our wealth management card is developed as a multi-
currency integrated financial product which provides multi-account functions through a single card. Customers
can link multiple accounts to their wealth management cards, which would allow access to a range of wealth
management services including foreign exchange trade, certificate bonds, funds, bank and securities accounts
transfer and margin business. Our wealth management cardholders can spend and withdraw cash through
point-of-sale machines and ATMs across 200 countries and areas worldwide and purchase foreign currency using
RMB deposits. Through our strategic cooperation with Bank of America, our customers using the wealth
management cards can withdraw cash through approximately 17,000 ATMs across the United States free of
charge.
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Personal deposits

We provide our personal banking customers with a broad range of demand and time deposit services
denominated in RMB and other foreign currencies. Personal demand deposit products include demand savings
deposit and demand pledged deposit.

Personal time deposit products include time savings deposits, education savings deposits and personal
notification deposits. Personal deposits provide us with a stable funding source. As at 31 December 2009, our
personal deposits increased to RMB3,584,727 million from RMB2,316,321 million as at 31 December 2007,
representing a CAGR of 24.40%. As at 30 June 2010, our personal deposits increased further to RMB3,888,190
million, representing a growth of 8.47% compared to the end of 2009.

Commission/fee based products and services

In addition to bank card businesses, we offer a broad range of commission/fee based products and services
for our personal banking customers, including personal wealth management, personal settlement, securities
agency, insurance agency and online banking services. For the year ended 31 December 2009, the net fee and
commission income from our personal banking business decreased to RMB17,882 million from RMB20,344
million in 2007, mainly attributable to the volatility of fee income from agency sales of funds due to the financial
crisis and the volatile capital market in China. As at 30 June 2010, the net fee and commission income from our
personal banking business amounted to RMB11,325 million, representing a growth of 44.29% compared to the
same period in 2009.

Personal wealth management business

We offer our wealth management customers a number of value-added wealth management services, such as
financial advisory services, priority branch services, exclusive wealth management products, product discounts
and airport VIP lounge services. We have established personal wealth management centres and wealth centres
which are staffed with dedicated personal customer managers to serve our wealth management customers. As at
30 June 2010, we had over 11.74 million personal wealth management customers.

Personal settlement business

We provide RMB and foreign currency-denominated money transfer and remittance services. We market
our RMB-denominated remittance services under the brand, “Swift Remit” (ZHEMH). In August 2006, we
introduced RMB personal deposit full access services across China to satisfy customer needs for cross-region
payment. To meet the increasing demand for foreign currency in China, we further introduced nationwide foreign
currency full access services across China in 2009. Our personal settlement business provides convenience to our
personal banking customers and generates attractive fee income for us. In 2009 and the first half of 2010, our fee
income from personal settlement business amounted to RMB1.3 billion and RMB651 million, respectively.

Securities agency business

We act as an agent for the distribution of government bonds and securities investment fund products. In
2009, we acted as an agent for 116 new funds and comprehensive schemes in aggregate, with total sales of such
new funds of RMB76,574 million, and the income from our fund agency business amounted to RMB2.7 billion.
In the first half of 2010, we acted as an agent for 61 new funds and comprehensive schemes, with total sales of
such new funds of RMB15,797 million, and the income from our fund agency business amounted to RMB1,346
million.
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Insurance agency business

We also cooperate with insurance companies to undertake insurance agency sales business. We focus on
innovations in the insurance agency business, and have developed a bancassurance interface system and the
“Compulsory Auto Insurance” system, which improved our capability in selling insurance products. In 2009 and
the first half of 2010, our income from insurance agency business amounted to RMB2,748 million and
RMB2,202 million, respectively.

Personal electronic banking

We generate income from personal electronic banking business primarily through facilitating transactions
for our personal banking customers through electronic means. In 2009, income from our personal electronic
banking business was RMB1.16 billion, representing an increase of 90% from 2008. In the first half of 2010, our
income from personal electronic banking business was RMBS835 million, representing an increase of 63%
compared to the same period in 2009.

Customer Base

We have established an extensive personal customer base. As at 30 June 2010, we had 195 million personal
deposit customers, 6.20 million personal loan customers and 11.74 million wealth management customers. We
also have 197 million debit card customers and 22.21 million credit card customers.

To serve customers more efficiently, we classify our personal banking customers on a monthly basis by
their daily assets under management (“AUM”). Our personal banking customers are classified as mass customers
(with AUM of less than RMB50,000), mass high net worth customers (with AUM of more than RMB50,000 but
less than RMB200,000), high net worth customers (with AUM of more than RMB200,000 but less than
RMB3,000,000) and high-end customers (with AUM of more than RMB3,000,000). As at 30 June 2010, we had
110,900 high net worth customers and high-end customers including 13,500 high-end customers with AUM of
over RMB10 million. As at 30 June 2010, we had 131 wealth management centres and 5 private banking centres.
We have successfully established dedicated telephone banking services for our high-end customers, creating a
high-end customer service network with a focus on wealth management and private banking services.

Marketing

Our head office generally formulates marketing initiatives and sets marketing guidelines for our bank-wide
personal banking products. Our tier-one branches develop detailed marketing plans to implement these initiatives
based on the economic and market conditions of their respective geographical regions. We conduct our
marketing activities mainly through our branch network, which we supplement with specialised sales centres for
specific products such as personal wealth management centres and residential mortgage loan centres. As at
30 June 2010, we had 131 wealth management centres, 5 private banking centres, 575 personal loans centres,
with an aggregate of approximately 14,400 personal customer managers. We also conduct personal banking
product marketing through e-banking channels, such as online banking, telephone banking and mobile phone
banking.

We offer different products and services and adopt different marketing strategies to cater for different
customer groups’ needs. For high net worth and high-end customers, we focus on building a one-to-one customer
manager marketing relationship to develop a more focused marketing strategy for promoting our products. For
mass customers and mass high net worth customers, we adopt a mass marketing strategy focusing on our outlets,
taking initiatives in product and service marketing through introduction by our lobby managers, on-site
promotion of our products and media advertising campaigns. We also adopt an interactive marketing strategy for
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our personal banking business, whereby our personal loan department and corporate banking department
cooperate to take a proactive approach in exploring business opportunities in residential mortgage loans while
granting real estate development loans. In addition, we focus on cross-selling our personal banking products such
as promoting our credit cards and wealth management cards to our residential mortgage loan customers. We also
sell various loan products to the holders of our wealth management cards and credit cards.

TREASURY BUSINESS

Our treasury operations primarily consist of our money market activities, the management of our investment
portfolio, treasury transactions on behalf of our customers, bond underwriting and development of treasury
products. Our treasury business recorded operating income of RMB35,040 million in 2009 and RMB26,717
million in the first half of 2010, representing 13.01% and 17.38% of our total operating income, respectively.

Key products and services
Money market activities

Our money market activities primarily consist of (i) repurchase and reverse repurchase with PBOC;
(ii) borrowings from and loans to other domestic and foreign banks and non-bank financial institutions, often
referred to as the interbank money market activities; (iii) purchase of securities under resale agreements, often
referred to as repurchase and reverse repurchase transactions via the interbank market, bond repurchase pledge or
buy-out, sell-out of RMB-denominated treasury bonds, policy bank bonds and central bank notes; and (iv) money
market transactions with major international banks such as foreign currency fund lending, foreign currency
denominated bond repurchase and foreign exchange swap on international financial market.

We are an active participant in the interbank money market, one of the first market-makers in interbank
market and one of the sixteen Shanghai Interbank Offered Rate quotation banks approved by the PBOC. In 2009,
we are accredited as one of the “Top 100 of Transaction Volume in China Interbank Market 2009”. As at 30 June
2010, the net funds we had placed and loaned to the interbank money market amounted to RMB93,149 million,
representing 0.91% of our total assets. As at the same date, the total funds placed by and borrowed by us from the
interbank money market and other financial institutions amounted to RMB763,617 million, representing 7.91%
of our total liabilities.

Investment portfolio management

Our investment portfolio mainly targets bond investment. We classify our portfolio as: (i) financial assets at
fair value through profit or loss; (ii) debt securities classified as receivables; (iii) available-for-sale financial
assets; and (iv) held-to-maturity investments. Trading financial assets are primarily used in proprietary trading,
while debt securities classified as receivables, available-for-sale financial assets and held-to-maturity investments
are used in proprietary investment.

As at 30 June 2010, trading financial assets, debt securities classified as receivables, available-for-sale
financial assets and held-to-maturity investment represented 1.39%, 15.90%, 25.25% and 57.46% of our
investment portfolio, respectively.

Proprietary trading

We conduct short-term proprietary trading in order to gain short-term spread income and avoid market risk.
Proprietary trading mainly include treasury bonds, central bank notes, policy bank bonds, short-term debentures
issued by large-scale prime enterprises, mid-term notes, foreign exchange trading and precious metal trading.
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Additionally, we hedge our investment risk through financial derivative trading, which mainly includes interest
rate swap contract and foreign exchange spot, forward, swap and option contracts. Apart from the hedging of our
risks, we generally do not hold financial derivatives for short-term gain.

Proprietary investment

We manage our investment portfolio to maximise our investment return. We determine the average
investment term of our investment portfolio, duration and investment return objective based on our judgment on
risk factors such as interest rates, exchange rates and credit risks. Our RMB-denominated securities investments
primarily include government bonds, central bank notes, policy financial bonds, commercial bank bonds, short-
term debentures, corporate bonds and asset-backed securities. Our foreign currency denominated securities
investments are primarily in sovereign bonds, financial institution bonds, corporate bonds and asset-backed
securities of investment rating and above as rated by internationally recognised ratings agencies. The rating of
our foreign currency denominated securities investment is usually maintained at “A-/A3” or above.

Treasury transactions on behalf of customers

Our treasury transactions on behalf of our customers mainly include agency foreign exchange derivatives
trading, agency precious metal business, bond settlement agency business, agency sale and purchase of foreign
exchange and foreign exchange trading. In 2009 and the first half of 2010, income generated from agency sale
and purchase of foreign exchange and foreign exchange trading amounted to RMB2,345 million and RMB1,476
million, respectively. We generally hedge our risk exposure by trading risk-matched derivatives in the market.

Bond underwriting

We are an active underwriter in the domestic bond market and we are also a Class A underwriter in MOF
treasury bond underwriting syndicate. We are a primary dealer in the PBOC open market. We are also a financial
bond underwriter for financial institutions.

Innovation and development of treasury products

We have established a dedicated innovation and development team to develop our treasury products. We
have launched a wide range of treasury products which we believe closely match our customers’ needs. For
example, we offer personal gold trade services under the brand “Jian Hang Jin” (474). In 2009, a total of
919.77 tonnes of gold were traded, an increase of 98.73% from 2008, generating income of RMB382 million, an
increase of 62.54% from 2008. In the first half of 2010, a total of 510.62 tonnes of gold were traded, an increase
of 9% compared to the same period in 2009, generating income of RMB289 million, an increase of 51%
compared to the same period in 2009.

INVESTMENT BANKING BUSINESS

We conduct investment banking business through the investment banking department at our head office and
branch levels as well as our subsidiary CCB International, providing customers with financial service packages
such as short-term debentures, international bonds, trust benefit voucher, asset securitization, project financing,
outbound IPO and refinancing, equity investment, financial advisory and wealth management services. Our
substantial customer resources, extensive marketing network, strong funding capability and research and
development strength lay a foundation for the development of our investment banking business. In 2009, income
generated from our investment banking business was RMB9,799 million, an increase of 48.22%, compared to
2008. In the first half of 2010, income generated from our investment banking business was RMB7,234 million,
an increase of 35.98% from the same period in 2009.
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In 2009, we established the equity investment and strategy cooperation department to coordinate and
manage our subsidiaries.

Key products and services
Financial advisory service

Our financial advisory business refers to our provision of consultation, analysis and solution design services
to customers in respect of investment and financing, capital operation, asset management, debt management and
corporate diagnosis based on the customers’ requirements with an aim to assist them in reducing financing cost,
increasing funding utilisation efficiency, and optimising financial management. Furthermore, we focused on
providing our customers with product portfolios consisting of both investment banking and commercial banking
products. In 2009, we took the industry lead in launching FITS (Financial Total Solution), a comprehensive
financial solution also known as “Feichi” (ié#ll). Depending on different situations and financial needs, FITS
combines products and vehicles such as traditional commercial banking, new investment banking, various funds
and bank wealth management programs in order to provide comprehensive and diversified financial services
plans. The income from our financial advisory business was RMB7,046 million in 2009, representing a growth of
44.71%, compared to 2008, and RMB4,175 million in the first half of 2010, representing a growth of 3.34%
compared to the same period in 2009.

Equity financing service

Through CCB International and our overseas branches and subsidiaries, we provide enterprises with equity
financing services such as listing sponsorship and underwriting services for their overseas capital markets IPOs
and refinancing services and strategic investor introduction services in Hong Kong and Singapore. Separately we
also cooperate with our business partners, including domestic and overseas securities companies to provide
equity financing related services, such as domestic and overseas listing guidance, sponsorship, underwriting and
financial advisory services. As at 30 June 2010, we have provided equity financing services for 50 clients with
total proceeds of HK$220.63 billion.

Bond financing service

We provide composite bond financing services for clients including short-term debentures, and mid-term
notes. We are one of the first commercial banks in China qualified to underwrite corporate short-term debentures
and mid-term notes. In 2009, we underwrote 39 batches of short-term debentures and mid-term notes with an
aggregate size of RMB164.5 billion, representing an increase of RMB82.25 billion or approximately 100% over
the previous year. In the first issuance of mid-term notes on government financing platform, we successfully
obtained qualification to act as lead underwriter and joint lead underwriter for mid-term notes issuances on
governmental finance platforms in Shanghai, Guangdong and Gansu, securing a significant market share. In the
first half of 2010, our underwriting business for bond financing generated income of RMB498 million,
representing a growth of 36.07% from the same period in 2009; the total amount of debentures that we have
underwritten amounted to RMB108,512 million, representing a growth of 24.63% from the same period in 2009;
and the total amount of the 20.5 short-term debentures we had underwritten amounted to RMB80,435 million,
representing a growth of 154.62% from the same period in 2009.

Asset securitisation

We were among the first commercial banks approved to undertake asset securitisation business. In 2005, we
issued the first residential mortgage-backed securities in China with a size of RMB3.0 billion. The transaction
was named by The Banker magazine as “Transaction of the Year in China”. In 2007 and 2008, we successively
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issued the “Jianyuan 2007-1 personal residential mortgage-backed securities” with a size of RMB4.16 billion and
the “Jianyuan 2008-1 realigned asset securitization trust asset-backed securities” with a size of RMB2,765
million. We have developed specialised information system for our securitisation products and we have extensive
experience in the development of securitisation products and the execution of such transactions.

Wealth management service

We designed and launched various wealth management products according to customer needs to provide
wealth management services to customers. In the development of “Li De Ying” (FI##4#), a wealth management
product, we introduced a trust benefit voucher investment product and launched the “CCB Fortune” (217 &)
series of wealth management products for high-end customers. The investment scope of our wealth management
products includes not only new share subscriptions and trust loans, but also fund-based wealth management
products which we launched among the first in the market. In addition to serving high-end personal customers,
we also provide the “Qian Tu” (#[E) series of special wealth management products for corporate and
institutional customers. These wealth management products play an important role in securing our customers,
particularly high-end customers. In addition, we proactively adjusted the development approach of our wealth
management business, intensified product innovations and introduced treasury bond certificates, alternative
investment products, SME collective credit and other innovative wealth management products to the market in a
timely fashion. Through this, we were able to widen the geographic area and scope of our product issuance for
highly liquid wealth management products based on an open-ended asset portfolio, thereby expanding the variety
of our wealth management products. In 2009, taking into account the changing market and customer needs, we
expanded our wealth management products including new products combining domestic and foreign currencies,
and we designed and issued 546 new wealth management products. As at 30 June 2010, our outstanding balance
of wealth management products was RMB279.2 billion, representing an increase of 57.03% from the end of 2009
and we recorded income of RMB2.47 billion for the first half of 2010, representing an increase of 135%
compared to the same period in 2009.

Customer base

Our prime corporate and personal customers from our commercial banking business have formed a solid
customer base for developing our investment banking business through the years. Most domestic PRC
conglomerates and top quality corporates have established extensive and close business relationships with us. We
believe that there remains potential for our investment banking businesses in the areas of bond financing, equity
financing, asset securitisation, financial advisory, wealth management and trust services. We also proactively
strive to provide equity financing and equity investment services to SMEs that present promising growth. Our
personal banking customers, especially our high net worth and high-end clients, will also help us expand our
wealth management business and ensure the successful offering of our wealth management products.

Marketing

Our major marketing model for the investment banking business involves cooperation between the head
office, domestic and overseas offices and different business lines. A key strategy of our bank-wide marketing
efforts is to combine the marketing efforts of investment banking business and commercial banking business.

OVERSEAS BUSINESS

As at 30 June 2010, we had branches in Hong Kong, Singapore, Frankfurt, Johannesburg, Tokyo, Seoul,
New York, and Ho Chi Minh City, and two representative offices in Sydney and London. As at 30 June 2010, we
have various wholly owned subsidiaries such as China Construction Bank (Asia) Corporation Limited, CCB
International and China Construction Bank (London) Limited. We have established agency relationships with
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over 1,300 banks, covering nearly 130 countries and regions in the world. As at 30 June 2010, total assets of our
overseas operating units were RMB253,598 million, representing 2.48% of our total assets, and the total amount
of loans issued by our overseas operating units reached RMB169,692 million, representing 3.17% of our total
loans.

Subsequent to the acquisition of the entire equity interests of Bank of America (Asia) Limited, we
effectively integrated our combined entities and resources in Hong Kong and Macau. The integration was
completed in September 2007 and the combined entity was renamed as China Construction Bank (Asia)
Corporation Limited. In 2009, China Construction Bank (Asia) Corporation Limited successfully acquired AIG
Finance (Hong Kong) Limited and renamed it China Construction Bank (Asia) Finance Limited. With these
developments, we have built up a complete business platform for credit card businesses, providing a range of
financial services to our customers.

With an in-depth understanding of the outbound business needs of domestic companies and individuals, as
well as the needs for trading and investment into and involvement with China from overseas companies and
individuals, our overseas branches mainly provide deposits, commercial loans, syndicated loans, guarantees,
trade financing, investment advisory, clearance, remittance and other services. Our overseas branches also
engage in interbank lending/borrowing and bond investment.
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RISK MANAGEMENT
Overview
Our risk management objective

Our risk management objective is to actively manage our risks under standardised risk preferences and
control our risks within an acceptable range to our Shareholders; we also aim to facilitate the sound development
of our businesses and the creation of value for our Shareholders.

Features of our risk management
Advanced risk management culture and philosophy

Through objectively analysing our risk management conditions and implementing the New Basel Capital
Accord in accordance with international banking practices, we seek to advocate innovation, promote our risk
management culture and philosophies, know our customers, understand the market, emphasize employee
dedication and participation, and emphasize on key aspects of our risk management and internal control. Through
these efforts, we centralised the risk management practices and created shared values among our front, middle
and back offices.

Total risk management system

Taking into account capital-to-risk restrictions, the accommodation of business development and risk
control and the need to balance risks and financial returns, we emphasize the strengthening of our fundamental
risk management. We have established a state-of-the-art, sound and effective risk management system by
focusing on our credit, market, operation and liquidly risks. By introducing tools such as economic capital
measurement and industry cap management, we have improved our risk-oriented performance evaluation,
enhanced and ensured the achievement of our business objectives.

Sound risk management structure

Further details are set out in the section headed “Risk Management and Internal Control—Our Risk
Management Structure”.

Sound and effective risk management rules and regulations

We have established a set of sound and effective rules and regulations to govern each of our business lines
and business processes by fully and systematically incorporating the principles and requirements of risk
management and internal control into such rules and regulations.

Taking into account our principle of balancing risks and financial returns, we have standardised our risk
preferences to determine the level of risks we can undertake and further elaborated our credit structure
adjustments within our “increasing, maintaining, controlling, reducing and exiting” risk management framework.
We have formulated risk management policies including, among others, economic capital and risk limits as well
as risk management rules including, among others, credit rating, 12-grade risk classification, credit limits, credit
approval and pre-cautionary monitoring. These policies and rules cover our overall risk management process that
consists of risk identification, measurement, assessment, risk classification and pre-cautionary monitoring. We
have compiled various business risk management and internal control manuals, highlighted the prevention of
business risks and implemented basic principles and requirements of risk management and internal controls
throughout all business workflow and all operational aspects of our businesses.
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Innovative risk management techniques and tools

We have actively promoted the establishment of an innovative system of techniques and tools for risk
management, and improved the standards for specialised and refined risk management. Our ability to define asset
risks has been further enhanced by a 12-grade classification system for credit assets. We are the first in the
industry to bring in management tools such as economic capital and industry cap to enable a switch from the
management of individual risks to the management of portfolio risks. We also upgraded the original 10-grade
corporate credit rating system to a 16-grade system and completed the development of retail scorecards and small
enterprise customer ratings. We have also established a specialised and refined credit rating system that covers
various types of customers, and a collateral management system, therefore significantly enhanced our ability to
reduce risks. We have in place a customer early tracking management system, which enables us to handle
problematic customers. The launch of our credit business risk monitoring system has strengthened operations of
key aspects of our business processes, and monitoring of changes in credit risks of our corporate customers. We
have led the industry in initiating stress tests that target interest rates, housing prices and other major market
fluctuations on asset quality; we have since achieved high technical standards, and provided essential support to
our business and management decision-making.
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Our Risk Management Structure

The chart below illustrates the organisational structure of our risk management system:

Board of Directors

|
. Risk Management
Board of Directors Committee
President
Intema.l Control Management Chief Risk OFficer |
Committee
Head Office Risk Management Credit Management
Division Division
Risk Director
I |
Tier-one Risk Management Credit Approval
branches Division Division
Risk Supervisor
I
Risk Management
Division
Tier-two Risk Managers
branches

Our risk management organisational structure comprises of our Board and its special committees, our senior
management, and our head office risk management related departments as well as our branches.
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Our Board and its special committees

Our Board is our highest risk management decision-making body. Established under our Board is the Risk
Management Committee that approves and revises our risk strategies and is responsible for reviewing risk
management and internal control policies as well as monitoring and evaluating their implementation and
effectiveness. The Risk Management Committee also reviews risk and internal control reports, conducts regular
assessment of risk and internal control status, monitors and evaluates the establishment, organisational structure,
work procedures and effectiveness of our risk management divisions and assesses our senior management’s
progress on risk management.

Senior management
President

The President receives reports from the Chief Risk Officer (“CRQO”). The president has veto power over the
credit approval decisions made by the credit approval committee.

Committee under Our Senior Management

Established within the senior management level is the internal control management committee which
coordinates, considers and executes internal control and risk management. It is responsible for coordinating our
internal control and risks management. It reviews our internal control policies, target for internal control,
medium- and long-term internal control planning, risk strategies, risk management policies and risk management
planning. It is also responsible for reviewing our basic system, rules and regulations, control and management
manuals, risk assessment standards, internal control standards and standards for identifying defects as well as
organising the establishment and implementation of an internal control and risk management system that covers
all levels of our departments and branch outlets.

Chief Risk Officer

Our CRO assists the President in organising our overall risk management and reports to the President and
our Internal Control Management Committee as well as the Risk Management Committee of the Board. The
CRO is responsible for drafting our overall risk management strategies and plans, proposing risk management
policies and procedures and implementing the same upon review and approval by the Risk Management
Committee. Other duties of the CRO include supervising the implementation of risk management policies and
procedures, establishing risk management assessment standards. The CRO also plans credit business
authorization and credit business approval, customer credit rating certification within authorization limits.
Additionally, the CRO is responsible for implementing risk management and internal control measures, and
assessing the risk director and the establishment of a risk management team.

Our head office risk management related departments

Under the supervision and guidance of our senior management and its special committees, a number of our
departments implement risk management functions. The responsibilities of our risk management related
departments include:

Risk management department

The risk management division is a general management department for business risks across our Bank. It is
responsible for setting risk preferences and risk management strategies, constructing and advancing the risk
management system, formulating risk management policies and fundamental rules, developing and operating risk
measurement tools, controlling and assessing asset quality, and reporting overall risk. The division is also
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responsible for managing portfolio risk and measuring economic capital, authorizing credit, managing non-credit
asset risk, managing product risk, collateral, operational risk management, and business continuity, as well as the
implementation of the Basel Capital Agreement. A market risk management division (second-tier division) is
established under the risk management department to take the lead in formulating market risk management
policies, systems and procedures, and managing daily risks of trading markets and overseas branches.

Credit management department

In 2008, to further strengthen our risk control efficiency, we integrated the existing risk monitoring
department and credit approval department by establishing a credit management department responsible for
credit approval guidelines and other credit policies as well as relevant management and maintenance. The credit
management department is responsible for formulating credit business operating procedures across the Bank,
managing, carrying out and guiding parallel operations of systems as well as organising the review of the
finalisation of credit terms. It is also responsible for credit approval management across the Bank, including
customer credit approval as well as acceptance compliance investigation of credit rating within the authority of
the headquarters, and organising approval (verification) and information feedback. It takes responsibility for
organising credit asset risk classification, estimating credit asset impairment across the Bank, organising the
implementation of credit policy as well as the monitoring, inspection, reminding and early warning of credit asset
quality and risk profile of credit business across our Bank.

Other departments

In addition to the above risk management functional departments, our other departments also implement risk
management policies and procedures. They are the asset liability management department, financial accounting
division, financial market division, fund settlement division, operations management division, legal and
compliance and information technology management divisions etc. In addition, other business departments bear
their respective risk management functions in their respective business areas.

Risk management of branches and subsidiaries

Our management has initially established a comprehensive risk management system covering all domestic
and overseas branches and subsidiaries.

Control over domestic branches

A risk director is assigned to each tier-one branch, who is accountable and reports to the CRO. Risk
directors are responsible for organising and promoting overall risk management at each branch and their credit
approval processes. A risk supervisor is assigned to each tier-two branch and a risk manager is assigned to each
sub-branch, who are responsible for the risk management of their branches respectively. These risk management
personnel have two reporting lines: the first is to the person in charge of risk management at the higher levels; the
second being to the person in charge of the entities or business units where they are located. Risks are therefore
reported in a timely and effective manner and risk management is carried out independently and professionally.
We promote a horizontal organisational structure in central cities and implement centralised risk management of
our risk lines in cities where tier-one branches are located. Overall, we integrate our risk management resources
and further enhance the quality and efficiency of our risk management.

Control over overseas branch

In 2009, we formed a risk management team for overseas offices within the risk management department;
the team was assigned to the risk management division of overseas offices to take charge of risk management of
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overseas entities. We have strengthened the development of our risk management and internal control through
risk management structure, risk management policies, risk management tools, risk profile reporting and risk
information monitoring of our overseas entities to further improve the risk management standards of our overseas
entities.

Control over subsidiaries

We have established a multi-level consolidated risk management system under the leadership of our Board,
for which members of our senior management are jointly responsible and under which the relevant functional
departments discharge their responsibilities. This system incorporates all banking subsidiaries, non-banking
financial institutions and non-financial institutions in China, and institutions overseas into our overall risk
management system. Our overall risk management measures for subsidiaries establish clear standards on our
exposure to significant risks including, among others, liquidity risk, market risk, operational risk, financial risk,
legal risk and reputation risk of our subsidiaries. They provide clear rules and identify major risk events,
implement risk control initiatives and put in place a risk reporting procedure and system support; this is to
facilitate the monitoring and assessment of the risks our subsidiaries are exposed to and to minimise risks and
their escalation. These measures are designed to govern and strengthen risk control of our subsidiaries, increase
our subsidiaries’ risk management standards, meet external regulatory requirements, and maximise our value and
the value of shareholders of our subsidiaries. We currently have a risk supervisor at China Construction Bank
(London) Limited.

Our Risk Management Profile
Credit risk management

Credit risks refer to the risks of possible losses incurred due to the failure of debtors or counterparties to
fulfil their contractual obligations or commitments to the Bank. The Bank’s credit risks are primarily associated
with loan portfolios, investment portfolios, various forms of guarantee and other internal or external credit risk
exposures.

To manage credit risks, we have adopted extensive credit business processes and standards which are
reviewed and revised by the risk management division of our head office in conjunction with other relevant
departments on a regular basis. The processes of these credit businesses, including corporate loans and personal
loans, are roughly divided into three parts: (1) acceptance and pre-lending investigation; (2) credit approval; and
(3) draw-down of loans and post-lending management.

Credit risk management of corporate loans

Acceptance and pre-lending investigation: Initial examination is conducted on loan application letters and
application materials submitted by the borrower. A credit report is then produced. Through face-to-face
interviews, telephone interviews and site visits to the borrower, we investigate and assess the truthfulness,
legitimacy and completeness of the documents submitted by the borrower as well as its solvency and certainty of
collateral, focusing on the credit risks and the valuation of the collateral involved. In respect of secured loans, we
usually request an independent appraiser approved by us to appraise the collateral for granting new loans.

Credit rating: Under normal circumstances, we require credit ratings of corporate customers when applying
for new loans. When rating the credit risk of a loan applicant, we primarily consider a number of qualitative and
quantitative factors, including the applicant’s operating risk and financial risk. The credit risk rating of a loan
applicant is normally valid for one year. If the business or financial conditions of the customer deteriorate during
this time, we will immediately review the credit rating of the customer.
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In 2009, customers’ credit ratings have been further classified from the original 10 grades into 16 grades:
AAA, AA+, AA, AA-, A+, A, A-, BBB+, BBB, BBB-, BB, B, CCC, CC, C and D. Customers who are rated
above AA- grade or A grade as a result of changes to the rating system are usually validated by our head office
and our first-tier branches.

We grant credit loans only to customers with high ratings. For other applicants, we generally provide only
property and currency asset-backed or third party secured loans. For secured loans, we only accept priority
security interests or secondary security interests in limited cases. We generally do not provide new loans to
applicants with a credit rating of BBB- grade or below unless they have certificates of deposit in the full amount
of the loan or pledges of treasury bills.

In 2009, we completed the development of the credit rating model and a rating system catering to small
enterprises by the classification of their sales income and trade classifications. The rules to this rating system
were formulated and promoted bank-wide, to facilitate the calculation of the probability of default of small
enterprise customers and set risk limits according to the probability of default and their credit ratings.

Credit approval:

*  Approval authorization: Our credit approval authorization (delegated authorisation) is divided into two
parts, horizontal authorisation (delegated authorisation) and vertical authorization (delegated
authorisation). Vertical authorization covers four levels—head office, tier-one branches, second-tier
branches and sub-branches. In accordance with our principle of unified management system and
accountability at all levels, each level delegates and re-delegates its authorization to the office under it
within the perimeters of its authority. Horizontal delegation refers to the delegation of authorisation by
the relevant persons responsible at each office to functional departments and staff within the perimeters
of its authority. Credit authorisation is valid for one year in principle, and may be extended, if no
adjustment is necessary, to a maximum of two years. Meanwhile, during the valid period, the
authorising party may revise the authorisation limit based on our needs for business development.

*  Loan approvers: We implement a credit approval regime under which the approval process and the
lending function are separated, allowing loan approvers to make independent decisions. Taking into
account the need to balance risks and financial returns, credit approvers independently approve and
make decisions on granting credit for projects which have been negotiated and finalised by our
business department. As at 30 June 2010, we had 2,228 full-time loan approvers (including 273 full-
time lead loan approvers), of whom 19 were at our head office, 856 were from our tier-one branches
and 1,353 were from our second-tier or lower level branches.

*  Approval methods: We use four methods in our credit approval process: approval by one staff member,
approval by two staff members, approval by counter signature and approval by meeting. Our branches
at various levels determine the approval methods for their credit businesses within their authorization
limits according to our credit approval authorisation rules and appropriate approval methods imposed
by our head office. In principle, credit businesses with higher risks are approved through meeting
discussions.

In combination with the small enterprise rating system launched in 2009, we adopted the small
enterprise operation centre business with a “credit factory” in place to handle the small enterprise credit
business through a seamless professional approach. In particular, the credit rating, credit line limit and
expense approval for small enterprise customers are at the same level and can be submitted at the same
time through the corporate lending process management system (CLPM), so as to provide small
enterprises with quality, efficient and expedient credit services which we believe has increased
customer satisfaction of our small enterprise customers.
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Approval conclusions: Corporate credit applications can be consented to, reconsidered or rejected. An
appeals system is implemented for the approval of credit business. In the case of material conflict of
interest in the approval of a credit business, the relevant loan approver may be asked to explain the
conflict and apply for withdrawal. In principle, any loan approver who has previously participated in
the approval of a customer’s normal credit business may not participate in the approval of the
preservation of assets of that customer.

Draw-down of loans and post-lending management:

Draw-down of loans: Prior to draw-down, the loan needs to be approved, the loan documents
negotiated and finalised, the drawn-down conditions satisfied and the loan registered. When a loan is
approved, it will be granted by an authorised person in accordance with the conditions of grant.
Following the finalisation and signing of the loan documentation, they will be perfected in accordance
with the relevant legal procedures to ensure that they are enforceable before draw-down takes place.

Loan monitoring: Our account managers and risk managers are responsible for monitoring the loans of
customers for whom they are responsible. The account managers are directly responsible for
post-lending management to identify risks that may affect the repayment, and are expected to take
relevant preventive measures. Risk managers monitor post-lending risks and the account managers
manage risk pre-warning and tracking, identify risk classification and estimate impairment loss. During
the post-lending management stage, the risk management department is responsible for off-site
monitoring of post-lending risks and organising comprehensive and special inspections of credit assets.

Loan monitoring covers general information about customers and guarantors, details of operation,
management and finance, contractual performance, use of credit funds, mortgage (pledge) guarantee,
risk classification for credit assets, maturity management, and major risk events. We focus on
monitoring any factors of our corporate loans that are likely to create a negative impact on the
repayment capabilities of borrowers. In 2005, we compiled an internal control list of problem credit
customers. The customers included in this list are subject to stringent credit restrictions and internal
controls for the purpose of carrying out pre-warning, preventing and eliminating credit risks.

Loan classification and provisioning: Prior to 1999, we categorised risks for loans in accordance with
the four-grade categorisation scheme. Since 1999, we have a five-grade loan categorisation scheme in
compliance with the requirements of the PBOC. In the fourth quarter of 2003, we optimised and
revised the categorisation scheme under the IAS, and began to make provisions for loan loss
impairment under the requirements of IFRS. In 2008, we launched a 12-grade categorisation scheme
for credit assets in order to refine risk measurement and counter-measures. Backed by the New Basel
Capital Accord, the categorisation scheme is a method based on a mathematical statistics model that
follows expert judgments. The 12-grade categorisation scheme comes with a two-dimensional grading,
which analyses risk status in accordance with customer ratings and debt rating; this categorisation
scheme determines the initial categorisation ratings based on expected loss (EL) and forms
categorisation conclusions following expert judgments.

Management of non-performing assets: The asset preservation department is responsible for managing
our non-performing assets and special assets such as re-possessed assets and debt-equity swaps as well
as corporate loans under the third level of the special mention category. Since 2005, we have been
reforming our asset preservation business unit and promoting the management centralisation of our
non-performing assets. Our operations department transfers problem assets to the preservation
department on a regular basis. After the transfer, the asset preservation department formulates a
disposal scheme by applying various means to promptly, and rapidly and effectively collect and
dispose non-performing assets. Non-performing assets are disposed of primarily through routine
request for repayment, recovery by legal means, restructuring, disposal of mortgaged or pledged assets,
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bulk disposal (asset securitization) and write-off. Non-performing assets disposal plans are approved
after individual authorization at respective levels and collective approval; they are managed according
to hierarchy and authority. Loans written off must meet the requirements stipulated by the MOF.

Credit risk management of personal loans

Acceptance and pre-lending investigation: Initial examination is conducted on loan application letters and
application materials submitted by the borrower. A credit report is then produced. Through a face-to-face
interview, telephone interviews and site visit to the borrower, we investigate and assess the truthfulness,
legitimateness and completeness of the documents submitted by the borrower as well as its solvency and
certainty of collateral, focusing on its credit risks and the valuation of the collateral involved. In respect to
secured loans, we usually request an independent appraiser approved by us to appraise the collateral for granting
new loans. We mainly rely on the applicants’ credit evaluation as the basis for granting personal credit lines and
utilise the individual credit information system of the PBOC. According to the outcome of such evaluation, the
loan officer prepares a report, produces its investigation results and submits relevant document for further
approval.

Credit approval: Unified standards and processes are adopted for personal credit examination and approval.
The credit approval department assigns a team to personal loan centres to centralise their back offices and set up
personal credit approval centres for branch outlets that do not have such centres. In doing so, we centralise the
screening of personal credit. There are loan officers that specialise in personal credit approvals. Personal credit
approval is mainly conducted by one or two loan approvers except for large, high-risk personal credit businesses.
Currently, we have developed scorecards for application of credit cards, residential mortgage loans, personal
consumer loans and personal automobile loans which support the examination and automatic approval of our
retail customers’ credit applications. We believe this has standardised retail credit risk appetite and increased risk
control efficiency.

Draw-down of loans and post-lending management: The grant of personal loan takes place after the
inspection of the customer’s key information and verification of such information in our system, finalisation of
the loan grant terms, examination of the core grant terms and opening of loan account notices by accountants. In
terms of post-lending management, we focus on the borrowers’ repayment capability, the price of collaterals and
changes to such value. Once a loan is overdue, the account manager will, based on the reasons leading to the
non-performing loan and the risk status, collect overdue receivables through payment reminders by way of text
messages, emails and mails, collection in person, outsourced collection and legal collection, in order to have the
overdue payments settled or disposed of. We have developed a standardised collection system for personal loans.
The standardised operation process for collecting personal loans is achieved by integrating our electronic banking
channels with an external collection platform and vehicle. Conditional upon compliance with regulatory
requirements, we classify our personal loan risks into 12 grades by adopting the retail credit asset risk
classification matrix approach and according to the relevant collaterals, overdue amount of principal or interest
and the categories of products. The credit management information system (CMIS II) automatically generates
classification result of loans according to risk classification rules for retail credit assets, and if necessary, makes
individual adjustment according to individual adjustment rules. Non-performing personal loans are managed by
our asset preservation department. Depending on each case, effective claims and processing may be made by
either one or several methods including request for payment through telephone text messages, email and letters,
routine request for repayment, outsourced collection, legal action, offsetting debts with assets, restructuring and/
or write-off.

Credit risk management of credit card business

We formulate risk management policies for our credit cards under the unified bank-wide risk preference,
and monitor overall credit card business and overdraft to strengthen credit risk prevention. Our credit card centre
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at our headquarters is responsible for the management of policy formulation, collection, and authorisation; they
also monitor and control transaction risks, handle fraud cases, manage asset preservation and write off bad debts.
The branch credit card centres or corresponding offices are responsible for examining and verifying whether
credit reports and the subsequent collection and disposal regarding local credit cards comply with the policies
formulated by the headquarters.

We control the risk of issuing cards through the implementation of a unified credit granting policy and a
standardised credit reporting process, which identifies and solves fraud risks promptly by monitoring and
analysing irregular credit card transactions. The system collects and handles outstanding credit card overdraft
loans through payment reminders by phone, mail and in person, as well as taking legal actions and outsourcing
collections.

Credit risk management of treasury business

Credit risks exist in our treasury business since we engage in the investment of non-sovereign securities,
interbank borrowing and lending business. For securities investment in China including corporate bonds,
financial bonds, short-term financing bills, medium-term notes and the domestic inter-financial institution
borrowing and lending business, our credit management department will propose a credit limit for each
counterparty or investment product. Upon obtaining approval at the credit approval meeting of the headquarters,
the said credit limit will be allocated to our financial market department for investment management. Generally,
there is no restriction for investments in China’s sovereign bonds. As for foreign securities investment and
interbank borrowing and lending, we, arrange credit limits for the issuers or institutions based on the credit limits
for various nations or region. The financial markets department carries out the management and transaction of
the asset portfolio within its authorised limit.

Credit risk management information system

We collect and manage credit information through the new generation credit management information
system (CMIS II). This system is the source for most data we use while making management decisions. We have
developed, optimised and upgraded the internal rating system, corporate lending processing system (CLPM) and
personal credit management system (A+P) to rate our customers analyse our asset portfolio, manage our risk
limits and our economic capital management with a view to better manage and analyse the support we may need
and for the effective monitoring of our credit quality. We launched the Special Assets Resolution Management
System (SARM), the Credit Loss Reserve Management System (CLRMS) and a 12-grade credit asset
classification system.

Liquidity risk management

Liquidity risk means the risk of failing to realise assets at reasonable prices in time to provide funding for
liabilities due by us. We aim to maintain a reasonable level of liquidity by ensuring payment and settlement
security while complying with regulatory requirements. We strive to deploy funds in a reasonable and effective
way to enhance our returns.

Our asset and liability management committee is responsible for establishing our liquidity management
policy and process. Our asset and liability management department is responsible for managing daily liquidity,
formulating relevant policies and regulations and carrying out organisation and co-ordination tasks. The financial
market department is responsible for the comprehensive management of our liquidity position. The financial
accounting departments of all tier-one branches are responsible for daily capital dispatching, ensuring external
payment and liquidation at these branches as well as monitoring, analysing and evaluating the liquidation status
of these branches. Our head office is responsible for the overall allocation, management and utilisation of
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liquidity funds across the firm. After extra capital is collected by individual branches, the head office will
roughly estimate the liquidity position. After retaining cleared funds, we will submit the surplus funds to the
financial market department for utilisation, dispose the surplus funds by investing in central bank bills with a
high liquidity or in short-term buy-back and borrowing, and lend assets to maintain adequate liquidity reserve to
achieve a reasonable balance between liquidity and efficiency.

Primarily through the management of our daily liquidity position and reserve ratios, regular index
management and gap analysis, we have enhanced the financial management between our head office and
branches, created liquidity trading portfolios, and established a fund management contingency plan for
unexpected situations. We monitor, prevent and timely mitigate liquidity risks. The liquidity indicators we
regularly monitor include: current ratio, liquidity gap ratio, core debt dependency ratio, inventory ratio and cash
reserve ratio.

Market risk management

Market risk is the risk of loss, in respect of our on and off-balance sheet activities, arising from adverse
movements in market rates, including interest rates, foreign exchange rates, stock prices and commodity prices.
Market risk exists in both our transactional and non-transactional businesses. Our main measurement tools used
for monitoring market risk include gap analysis, stress test, and risk value. Our market risk management
objective is to ensure market risk is maintained in a tolerable range, which is independently measured, monitored
and reported by the business units.

Our risk management department leads our overall risk management and specifically manages the risks
confronted by the financial market. The assets and liabilities management department takes charge of the interest
rate risk and the exchange rate risk management of all our accounts. In particular, the risk management
department takes charge of formulating unified market risk management policies and market risk limits of our
entire financial market business, setting up the market risk measurement method and management system of our
financial market business. The department is also responsible for carrying out the measurement, monitoring
market risk and measuring market risk capital, and leading in the report on our overall market risk situation. The
assets and liabilities department takes charge of establishing the measurement method and management system
of interest rate risk and exchange rate risk of bank accounts, developing interest rate risk and exchange rate risk
measurement, conducting risk control and hedging through arrangement and adjustment of the total amount and
structure of the assets and liabilities, and submitting risk reports regularly.

Interest rate risk management

Interest rate risk means the risk affecting the financial position of a bank due to the adverse changes in the
interest rate level. Our interest rate risk is mainly caused by the mismatch of the term structure and re-pricing
period of our asset-liability portfolio. The net interest income may be affected by change in the interest rate level
on account of the mismatch of the term structure.

For non-trading business interest rate risk management, since 2004, we have adopted re-pricing gap,
scenario simulation, net interest income sensitivity and economical value to measure interest rate risk. Moreover,
duration analysis is applied to bond investment in order to compute the sensibility of bond prices to interest rate
fluctuations. We measure and calculate the portfolio risk exposure caused by potential interest rate change
through interest rate sensibility analysis, risk value analysis and stress test. In 2006, the assets and liabilities
management system Phase I we developed went on-stream bank-wide, providing partially automation of risk
measurement as well as technical support to bank-wide pricing and interest rate monitoring. From 2007, the full
capital pricing system was promoted bank-wide to centralise interest rate risk management at the headquarters;
internal and external pricing systems were timely adjusted and improved in line with macro monetary policies
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and the changing financial market. In 2009, we improved forward-looking interest rate management by
enhancing long-term fixed-rate deposit management. The assets and liabilities management system Phase II was
started to optimise the risk management module in order to meet the Pillar 2 requirements under the New Basel
Capital Accord.

We hedge our interest rate risk in connection with transactions denominated in foreign currencies and
investment portfolios through contracts of derivatives such as interest rate swaps and interest rate options. As
hedging tools in the domestic market are not fully developed, we generally do not use these tools to hedge the
interest rate risk of RMB-denominated securities.

Foreign exchange risk management

Foreign exchange rate risk means the risk affecting the financial position of a bank on account of the
adverse change in the exchange rate level. The exchange rate risk posed to us is mainly caused by holding of
loans, deposits, securities and other financial derivatives that are not RMB-denominated. In order to manage
exchange risk, we strive to match each currency and hedge against the risk of currency trading transactions for its
own account by using spot, forward, swap or option contracts. A clear quota is set for our transactional exchange
rate risk, and we ensure transactions to stay within the quota. We carry out risk management of market
transactions and non-market transactions by means of various systems such as the Reuters. In 2009, we launched
the second phase of development of our asset and liability management system to enhance foreign exchange risk
management and to comply with requirements in internal management, external supervisory and information
disclosure etc. Certain functions were already implemented to automatically measure our foreign exchange risk
exposure on a daily basis. The accuracy of the measures has significantly increased.

Operational risk management

Operational risk is the potential loss resulting from inadequate or flawed internal processes, people and
systems, or external events. Operational risks mainly include risks associated with internal fraud, external fraud,
breach of contract, product defects, other external events, system malfunction, equipment failure, execution of
transactions and process management and labour protection.

The objective of operational risk management is to reduce uncertain operational risks, control operational
risks to an acceptable and reasonable range, improve service efficiency, optimise process, reduce management
costs, improve income level, reduce the impact of emergency events, and ensure normal and sustainable business
commencement.

We established a complete operational risk management structure. Our Board is our highest policy-making
body for operational risk management. The supervisory committee is responsible for monitoring our operational
risks and internal control. Each business department and supporting department is responsible for establishing
systems, processes and measures for operational risk management of their business. The risk management
functional departments of the headquarters is in charge of designing and operating the risk management
framework, drafting policies, processes and risk assessment criteria, and coordinating, guiding, evaluating and
monitoring operational risk management activities conducted by each business department and each back office,
and monitoring and examining critical risk points. The auditing department is responsible for supervising and
evaluating the implementation of operational risk management, evaluating sufficiency and efficiency of
operational risk management and monitoring processes. The operational risk management committee is
established at first-tier branches, responsible for the implementation of policies, systems and standards for
operational risks and the coordination in resolving relevant problems.
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Compliance risk management

Compliance risk refers to the risk of legal sanction or regulatory penalty, significant financial loss or
reputation loss due to its failure to comply with the laws, regulatory stipulations, rules and regulations. Our legal
and compliance department is the functional department in charge of the legal affairs and compliance
management across the bank. The department is in charge of the provision of a legal and compliance base for the
decisions by our management and the provision of legal and compliance support and services for our operations
and management activities, to ensure compliance with legislation. The legal and compliance department is in the
charge of various tasks such as formulation and management of rules and regulations, management of legal
person authorisations, review and management of legal documents, management of legal disputes, management
of intellectual property, lead management of rectifications to problems identified in internal and external audits
and regulatory inspection, management of connected transactions, our management of anti-money laundering.

Anti-money laundering management

We have established an anti-money laundering steering working team, which is responsible for leading anti-
money laundering functions. This working team is mainly responsible for the research and preparation of anti-
money laundering plans and policies and the establishment of an anti-money laundering system. The anti-money
laundering working team takes the lead responsibilities in routine anti-money laundering issues, mainly including
the coordination, organisation and management of anti-money laundering, drafting of relevant rules and
regulations, and supervision and inspection.

We have developed a monitoring and analysis system for anti-money laundering. Block trade reports are
collected and reported to the Chinese Anti-Money Laundering Monitoring and Analysis Centre by the system,
and suspicious transactions are manually analysed, judged and screened and reported according to specified
procedures. Overseas branches carry out relevant tasks such as customer due diligence investigation and
reporting of suspicious transactions according to our anti-money laundering policies and systems and local
regulatory requirements.

Connected transaction management

Our Board and the Connected Transaction Control Committee are responsible for the management and
supervision of our connected transactions including confirmation of connected parties and identification of
connected transactions. The office of our Board is responsible for the daily routine affairs of the Connected
Transaction Control Committee. Our legal and compliance department is responsible for taking the lead in
carrying out routine management of connected transactions.

Economic capital management

In 2001, we introduced the economic capital management concept, which has positive impact on the control
of the total increment in our risk assets, establishment of a capital constraint concept and guidance to financial
resources allocation. We have used the economic capital management concept as an effective tool for guiding
business development and allocating credit resources to actively restructure credit. The measurement results of
economic capital have been applied in various fields such as business plan, product pricing, customer risk-return
analysis, and performance appraisal.

Industry cap management

Since 2007, we have implemented industry cap management. It has brought about the implementation of
risk margin management, adjustment of credit structure and control of concentration risks. The industry cap,
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based on the economic capital, measures certain constraints of the total economic capital, confirms the limit
allocation scheme of various industries in accordance with the principle of balancing risk preference, income and
risks, sets up the limit monitoring system incorporating both economic capital limit and nominal limit, and makes
use of customers’ credit rating to formulate mechanisms to handle situations where limit has been exceeded. It
plays an important role in limiting our overall credit risks during economic fluctuation as well as stabilising the
quality of assets. The credit risk monitoring system (CRMS) monitors the execution of the industry limit on
monthly basis.

Internal audit

In order to establish effective internal controls, risk management and sound corporate governance, our
internal audit evaluates the effectiveness of our internal controls and risk management, the efficiency of business
operations, the effectiveness of our corporate governance, and financial responsibilities of key managers and
where appropriate, make suggestions for necessary improvements. Our internal audit department plays a
relatively independent role which is managed vertically and reports to our Board and our audit committee; it also
reports to our supervisory committee and senior management. We also have an Audit Department at the head
office and 39 audit units at tier-one branches and Hong Kong responsible for managing and conducting audit
projects.

INTERNAL CONTROL
Key principles of our internal control
Our internal control is based on the following key principles:

Comprehensive principle. Internal control should cover each business process and each operational aspect,
all departments and positions, involving all staff members. All decisions and operations are to be recorded

properly.

Prudential principle. Internal control aims at risk prevention and prudential operation. Business operation
and management, especially in the establishment of a new office or commencement of a new business, must
place internal control as priority.

Material principle. Based on our comprehensive control, we focus on priority business matters and high risk
areas and select the appropriate factors, sub-systems, policy procedures and key control procedures for major
workflows to suit the development of such businesses.

Effective principle. Internal control must be highly authoritative. All personnel at our Bank is subject to
internal control. All feedback and rectification of internal control problems must be made on a timely basis.

Check-and-balance principle. Our internal control system functions as a check-and-balance mechanism on
governance structure, organisation structure, authorisation and responsibility allocation and business process
which can maintain operational efficiency at the same time.

Compliance principle. Internal control must comply with the laws, rules and regulations as well as the rules
and standards of supervising authorities and self-regulatory rules of China.

Moderation principle. Internal control must be compatible with our operation scale, business scope and risk
characteristics to achieve our internal control objective at reasonable costs.
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Management structure of our internal control

Our internal control management structure consists of three levels: decision-making of internal control,
establishment and implementation, and supervision and assessment. The heads of branches and departments of
all levels are held responsible. The entire staff of the Bank is involved in the internal control management
structure.

Decision-making level: The Board was established according to the Articles of Association and relevant
rules. It is the decision-making body of our internal control. The Directors are primarily responsible for
determining the strategic objectives of our risk control and risk tolerance, making decisions regarding our
internal control policies, examining and implementing our internal control system, putting in place procedures
and methods to implement an effective internal control system, ensuring the sufficiency and effectiveness of the
internal control system, reviewing its effectiveness and making recommendations for improvement. It will also
be responsible for continuously evaluating and supervising our senior management in improving and perfecting
our internal control system.

Establishment and implementation level: Our senior management and departments of all levels are
responsible for formulating and implementing the internal control policies of the Bank.

¢ Senior management

Senior management is responsible for implementing the decisions of our Board, formulating internal control
policies, setting up and perfecting the internal organisational structure to ensure that all internal control functions
are performed effectively. They are also responsible for setting up procedures for identification, measurement,
monitoring and control of risks, monitoring and evaluating the sufficiency and effectiveness of our internal
control system, as well as reporting and rectifying any problems.

¢ Management of the branches

Branch management is responsible for setting up an appropriate internal control mechanism pursuant to the
requirements of senior management and departments, which mainly consists of internal rules and regulations and
an operational risk control system in line with its business activities needs. All business management departments
organise and carry out internal control activities and internal control inspections within their functions, report and
rectify any existing problems.

¢ Business and management departments

The business departments, with direct exposure to risks, take the primary responsibility for executing our
risk management policies.

The responsibilities of our risk management related departments include: firstly, identifying risk preference,
formulating risk management strategies and unified risk management policies and standards for the Bank;
secondly, designating risk control managers to participate in the risk controlling process of the business
departments, mitigate risks and approve loans independently; and thirdly, supervising risk management activities
of separate business units independently.

Supervision and assessment level: The supervisory committee, the audit committee of our Board and our

internal audit department constitute the supervisory and assessment body of our internal control system and its
implementation.
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To the Qualifying H Shareholders and, for information purpose only, the Excluded Shareholders, other than U.S.

persons

Dear Sirs,

PROPOSED H SHARE RIGHTS ISSUE OF 15,728,235,880 H RIGHTS SHARES
ON THE BASIS OF 0.7 H RIGHTS SHARES
FOR EVERY TEN (10) EXISTING H SHARES AT HK$4.38 PER H RIGHTS SHARE
PAYABLE IN FULL ON ACCEPTANCE

A. INTRODUCTION

Reference is made to the circular issued by the Bank on 7 May 2010 and the Announcement in relation to,
among other things, the proposed Rights Issue. The resolutions to approve the proposed Rights Issue were duly
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passed at the Annual General Meeting, the A Shareholders Class Meeting and the H Shareholders Class Meeting
held on 24 June 2010. The CBRC has given its written approval dated 26 July 2010 in respect of the Rights Issue.
On 28 October 2010, the Bank received CSRC’s written approval (Zheng Jian Xu Ke [2010] no. 1490) in respect
of the A Share Rights Issue and written approval (Zheng Jian Xu Ke [2010] no. 1483) in respect of the H Share
Rights Issue.

Pursuant to the authorisation granted to the Board at the Annual General Meeting, the Board has finalised
the terms of the Rights Issue. A summary of the major terms of the H Share Rights Issue and the expected
timetable of the H Share Rights Issue are set out in this prospectus. The H Share Register was closed from
Friday, 12 November 2010 to Tuesday, 16 November 2010 (both days inclusive). The last day of dealings in the
H Shares on a cum-rights basis was Tuesday, 9 November 2010 and the H Shares have been dealt in on an ex-
rights basis since Wednesday, 10 November 2010. To qualify for the subscription of the H Rights Shares, an H
Shareholder must be a Qualifying H Shareholder at the close of business on the H Share Record Date and must
not be an Excluded Shareholder.

The H Share Rights Issue will be fully underwritten by the Underwriters on the terms and conditions set out
in the Underwriting Agreement.

The A Share Rights Issue Prospectus, which is in Chinese, containing the detailed terms of the A Share
Rights Issue, has been made available on the websites of the Hong Kong Stock Exchange (www.hkexnews.hk)
and the Shanghai Stock Exchange (www.sse.com.cn) from the date of the Announcement. The A Share Rights
Issue Prospectus is also available on the Bank’s website at (www.ccb.com). Neither the A Share Rights Issue
Prospectus nor any other information on either of the above websites is incorporated in this prospectus.
A summary of the major terms and the expected timetable of the A Share Rights Issue are set forth herein for
information purposes only.

The H Share Rights Issue is conditional upon the fulfilment of the conditions set out under the paragraph
headed “Conditions of the H Share Rights Issue” in this prospectus. If the conditions of the H Share Rights
Issue are not fulfilled, the H Share Rights Issue will not proceed. Furthermore, in the event that the
Underwriting Agreement does not become unconditional or if it is terminated in accordance with the
terms thereof, the H Share Rights Issue may not proceed. Shareholders’ and potential investors’ attention
is drawn to the paragraph headed “Warning of the Risk of Dealing in the H Rights Shares and Nil Paid
H Rights” in this prospectus. If in any doubt, investors are recommended to consult their professional
advisers.

The purpose of this prospectus is to provide you with, among other things, details of the Rights Issue as well
as certain financial and other information in respect of the Group.

B. RIGHTS ISSUE

The Rights Issue is conducted on the basis of 0.7 Rights Shares for every ten (10) existing Shares held by
the Shareholders on the A Share Record Date and H Share Record Date. The Board has determined the
Subscription Price per A Rights Share to be RMB3.77 and that per H Rights Share to be HK$4.38, both of which
are more than RMB2.39 (equivalent to approximately HK$2.78), being the latest audited net asset value per
Share as stated in the audited consolidated financial statements of the Bank as at 31 December 2009 prepared
under PRC GAAP (on the basis of the total number of Shares in issue as at 31 December 2009).

The Subscription Prices of RMB3.77 per A Rights Share and HK$4.38 per H Rights Share were determined

by the president of the Bank, who was authorised by the Board, and in consultation with the joint lead
underwriters for the A Share Rights Issue and the Joint Lead Underwriters for the H Share Rights Issue on the
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Price Determination Date, based on a discount to market trading prices having regard to the current prevailing
market conditions. The Subscription Prices of A Rights Shares and H Rights Shares shall be the same after
exchange rate adjustment.

The Rights Issue, consisting of the A Share Rights Issue and the H Share Rights Issue, will raise (i) gross
proceeds in an aggregate amount of approximately RMB61,620 million (assuming full subscription for the
A Rights Shares) or RMB60,908 million (assuming 70% subscription for the A Rights Shares); and (ii) net
proceeds (after deducting all the costs and expenses incidental to the Rights Issue) in an aggregate amount of
approximately RMB61,507 million (assuming full subscription for the A Rights Shares) or RMB60,797 million
(assuming 70% subscription for the A Rights Shares), on the basis of the Subscription Price of RMB3.77 per
A Rights Share and HK$4.38 per H Rights Share and translations of RMB into HK$ at the rate of RMB0.86 to
HK$1.00. The net price per H Rights Share upon full allotment of the 15,728,235,880 H Rights Shares will be
approximately HK$4.37 per H Rights Share.

C. HSHARE RIGHTS ISSUE

The H Share Rights Issue is subject to the fulfilment of the conditions specified in the section headed
“Conditions of the H Share Rights Issue” of this prospectus. Details of the H Share Rights Issue are as follows:
H Share Rights Issue Statistics

Basis of H Share Rights Issue: 0.7 H Rights Shares for every 10 existing H Shares
held on the H Share Record Date by the
H Shareholders

Number of H Shares in issue: 224.,689,084,000 H Shares as at the Latest Practicable
Date

Number of H Rights Shares proposed to be issued: 15,728,235,880 H Shares

Subscription Price for the H Rights Share: HK$4.38

Joint Global Coordinators:

(H Share Rights Issue) CCB International Capital Limited

China International Capital Corporation Hong Kong
Securities Limited

Morgan Stanley & Co. International plc
Joint Bookrunners and Joint Lead Underwriters: CCB International Capital Limited

China International Capital Corporation Hong Kong
Securities Limited

Morgan Stanley & Co. International plcNote 1
CITIC Securities Corporate Finance (HK) Limited
Merrill Lynch Far East Limited

Credit Suisse (Hong Kong) Limited

BOCT Asia Limited

The Bank has no outstanding convertible securities or warrants in issue which confer any right to subscribe
for, convert or exchange into the H Shares as at the Latest Practicable Date.

Note 1: In so far as Morgan Stanley & Co. International plc, in performing its functions under the Underwriting Agreement, is “dealing
in securities” as defined in Part 2 of Schedule 5 of the SFO, it shall only do so through its agent Morgan Stanley Asia Limited
and only in circumstances such that none of the sub-provisos (I), (I), (III), (IV) and (V) in sub-paragraph (iv) to the definition
of “dealing in securities” in Part 2 of Schedule 5 of the SFO is applicable.
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Basis of Entitlement

Subject to fulfilment of the conditions set out below in the paragraph headed “Conditions of the H Share
Rights Issue”, Qualifying H Shareholders will be allotted 0.7 H Rights Shares for every 10 existing H Shares
held on the H Share Record Date at the Subscription Price, being HK$4.38, for each H Rights Share payable in
full on acceptance. The Bank will issue a total number of 15,728,235,880 H Shares in the H Share Rights Issue,
representing 7% of the Bank’s existing issued H Shares capital as at the Latest Practicable Date and
approximately 6.54% of the enlarged issued H Share capital of the Bank immediately after the H Share Rights
Issue. Immediately after the Rights Issue, the percentage of the H Rights Shares relative to the Bank’s total
enlarged issued share capital is approximately 6.29%, assuming all the Rights Shares are fully taken up.

Qualifying H Shareholders

The Bank will send the Prospectus Documents to the Qualifying H Shareholders only. To qualify for the
H Share Rights Issue, a Shareholder must:

(i) be registered as an H Shareholder of the Bank on the H Share Record Date; and
(i) not be an Excluded Shareholder (see the paragraph headed “Excluded Shareholder” below).

Distribution of this prospectus and the other Prospectus Documents

The Bank will only send this prospectus accompanied by the other Prospectus Documents to the Qualifying
H Shareholders. However, to the extent reasonably practicable and legally permitted, the Bank will send this
prospectus to the Excluded Shareholders for information purposes only, provided that this prospectus shall not be
sent to the Excluded Shareholders who are known by the Bank to be residents in the United States and Canada.
The Bank will not send any Provisional Allotment Letter or Excess Application Form to the Excluded
Shareholders.

Distribution of this prospectus and the other Prospectus Documents into jurisdiction other than Hong Kong
may be restricted by law. Persons who are in possession of the Prospectus Documents (including, without
limitation, agents, custodians, nominees and trustees) should inform themselves of and observe any such
restriction. Any failure to comply with such restriction may constitute a violation of the securities laws of any
such jurisdiction. Any H Shareholder or Beneficial H Shareholder who is in any doubt as of his/her/its position
should consult an appropriate professional adviser without delay. In particular, subject to certain exceptions as
determined by the Bank, this prospectus should not be distributed, forwarded to or transmitted in, into or from
any of the Specified Territories with or without the Provisional Allotment Letter or the Excess Application Form.

It is the responsibility of any person (including but not limited to agent, custodian, nominee and trustee)
outside Hong Kong, who wishes to make an application for the H Rights Shares, to satisfy himself/herself/itself
as to the full observance of the laws and regulations of the relevant territory or jurisdiction, including obtaining
of any governmental or other consents and to pay any taxes, duties and other amounts required to be paid in such
territory or jurisdiction in connection therewith. Any acceptance of the offer of the Rights Shares by any person
will be deemed to constitute a representation and warranty from such person to the Bank that these local laws and
requirements have been fully complied with. Shareholders should consult their professional advisers if in doubt.

The Prospectus Documents will not be registered under the applicable securities legislation of any
jurisdiction other than Hong Kong.

H Shareholders with registered address in any of the Specified Territories and the Beneficial H Shareholders
who are residents of the Specified Territories are referred to the important information set out in the sections
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headed “Notices”, “Excluded Shareholders” and “Limited categories of persons in the Specified Territories who
may be able to take up their Nil Paid H Rights to subscribe for the H Rights Shares under the H Share Rights
Issue” in this prospectus.

Excluded Shareholders

Pursuant to Rule 13.36(2) of the Hong Kong Listing Rules, the Directors have made enquiries regarding the
legal restrictions under the applicable securities legislation of the Specified Territories and the requirements of
the relevant regulatory bodies or stock exchanges with respect to the offer of the H Rights Shares to the H
Shareholders or Beneficial H Shareholders in those territories. Having considered the circumstances, the
Directors have formed the view that, other than subject to certain limited exceptions as described below, it is
necessary or expedient to restrict the ability of H Shareholders or Beneficial H Shareholders in the Specified
Territories to take up their rights under the H Share Rights Issue due to the time and costs involved in the
registration or filing of this prospectus and/or approval required by the relevant authorities in those territories
and/or additional steps the Bank and H Shareholders or Beneficial H Shareholders need to take to comply with
the local legal requirements and/or other requirements to be satisfied in order to comply with relevant local legal
or regulatory requirements in those territories and/or legal or regulatory restrictions imposed in those territories.

Accordingly, for the purposes of the H Share Rights Issue, the Excluded Shareholders are:

(a) H Shareholders whose name(s) appeared in the H Share Register at the close of business on the H Share
Record Date and whose address(es) as shown in such register is/are in any of the Specified Territories,
except for those H Shareholders with addresses in the PRC or the U.S. who fulfil the relevant requirements
to the satisfaction of the Bank; and

(b) any H Shareholders or Beneficial H Shareholders at that time who are otherwise known by the Bank to be
resident in any of the Specified Territories, except for those H Shareholders or Beneficial H Shareholders
resident in the PRC or the U.S. who fulfil the relevant requirements to the satisfaction of the Bank.

Notwithstanding any other provision in this prospectus or the Provisional Allotment Letter or the Excess
Application Form, the Bank reserves the right to permit any H Shareholder or Beneficial H Shareholder to take
up his/her/its rights, if the Bank, in its absolute discretion, is satisfied that the transaction in question is exempt
from or not subject to the legislation or regulations giving rise to the restrictions in question.

Receipt of this prospectus and/or a Provisional Allotment Letter and/or an Excess Application Form or the
crediting of Nil Paid H Rights to a stock account in CCASS does not and will not constitute an offer in those
jurisdictions in which it would be illegal to make an offer and, in those circumstances, this prospectus and/or a
Provisional Allotment Letter and/or an Excess Application Form must be treated as sent for information only and
should not be copied or redistributed. Persons (including, without limitation, agents, custodians, nominees and
trustees) who receive a copy of this prospectus and/or a Provisional Allotment Letter and/or an Excess
Application Form or whose stock account in CCASS is credited with Nil Paid H Rights should not, in connection
with the H Share Rights Issue, distribute or send the same in, into or from, or transfer Nil Paid H Rights to any
person in, into or from, any of the Specified Territories. If a Provisional Allotment Letter or an Excess
Application Form or a credit of Nil Paid H Rights in CCASS is received by any person in any such territory, or
by his/her/its agent or nominee, he/she/it should not seek to take up the rights referred to in the Provisional
Allotment Letter or transfer the Provisional Allotment Letter (or apply for any excess H Rights Shares under the
Excess Application Form) or transfer the Nil Paid H Rights in CCASS unless the Bank determines that such
actions would not violate applicable legal or regulatory requirements. Any person (including, without limitation,
agents, custodians, nominees and trustees) who does forward this prospectus or a Provisional Allotment Letter or
an Excess Application Form in, into or from any Specified Territory (whether under a contractual or legal
obligation or otherwise) should draw the recipient’s attention to the contents of this section.
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Arrangements will be made for the Nil Paid H Rights of Excluded Shareholders who hold their existing H
Shares in certificated form to be provisionally allotted to a nominee or nominees appointed by the Bank for the
benefit of the Excluded Shareholders and, if a premium (net of expenses) can be obtained, to be sold by the
nominee on such Excluded Shareholders’ behalf on the Hong Kong Stock Exchange as soon as practicable after
the commencement of the dealings in the Nil Paid H Rights. The proceeds of such sale, less expenses, will be
divided on a pro rata basis and paid to the Excluded Shareholders, provided that individual amounts of HK$100
or less will be paid to the Bank for its own benefit. With respect to Excluded Shareholders who hold interests in
H Shares through CCASS, their nominees, custodians or other intermediaries may sell, on such Excluded
Shareholders’ behalf, their entitlements to the Nil Paid H Rights in compliance with the “General Rules of
CCASS” and the “CCASS Operational Procedures” in effect from time to time and applicable securities laws and
distribute the proceeds thereof as appropriate. Any H Rights Shares in respect of unsold fractional entitlements,
unsold entitlements of Excluded Shareholders, together with any H Rights Shares in respect of Nil Paid H Rights
not taken up by the Qualifying H Shareholders or otherwise not subscribed for by transferees of Nil Paid H
Rights, will be made available for excess application on Excess Application Forms by Qualifying
H Shareholders.

Limited categories of persons in the Specified Territories who may be able to take up their Nil Paid H
Rights to subscribe for the H Rights Shares under the H Share Rights Issue

Notwithstanding what is said in the section headed “Excluded Shareholders” above, the following limited
categories of persons in the Specified Territories may be able to take up their rights under the H Share Rights
Issue:

(1) H Shareholders or Beneficial H Shareholders in the U.S. are generally Excluded Shareholders; however, a
limited number of H Shareholders and Beneficial H Shareholders in the U.S. whom the Bank reasonably
believes are QIBs may be able to take up their Nil Paid Rights to subscribe for H Rights Shares being
offered in the H Share Rights Issue in transactions exempt from registration requirements under the U.S.
Securities Act, provided that they fulfil relevant requirements to the satisfaction of the Bank, including
confirming to the Bank in writing that they satisfy the requirements to be a QIB as defined under Rule 144A
of the U.S. Securities Act and representing to the Bank that their financial status satisfies the relevant
exemption requirements in the U.S. and stating in writing to the Bank their intentions in subscribing for the
H Rights Shares.

(2) Huijin, the Minority Promoters, QDIIs and other qualifying PRC investors in the PRC may be able to take
up their Nil Paid H Rights to subscribe for H Rights Shares being offered in the H Share Rights Issue,
provided that they fulfil the relevant requirements under PRC laws and regulations.

In each case, the Bank reserves the absolute discretion in determining whether to allow such participation as
well as the identity of the persons who may be allowed to do so.

Subscription Price for the H Rights Shares

The Subscription Price of HK$4.38 per H Rights Share is payable in full when a Qualifying H Shareholder
accepts the relevant provisional allotment of H Rights Shares or applies for excess H Rights Shares or when a
transferee of Nil Paid H Rights accepts the H Rights Shares.
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The Subscription Price of HK$4.38 per H Rights Share represents:

(1) a discount of approximately 42.7% to the closing price of HK$7.64 per H Share as quoted on the Hong
Kong Stock Exchange on 1 November 2010 (being the Price Determination Date);

(2) a discount of approximately 41.0% to the average closing price of HK$7.43 per H Share as quoted on the
Hong Kong Stock Exchange for the 5 consecutive trading days up to and including 1 November 2010 (being
the Price Determination Date);

(3) a discount of approximately 41.0% to the average closing price of HK$7.43 per H Share as quoted on the
Hong Kong Stock Exchange for the 10 consecutive trading days up to and including 1 November 2010
(being the Price Determination Date);

(4) a discount of approximately 39.6% to the average closing price of HK$7.25 per H Share as quoted on the
Hong Kong Stock Exchange for the 20 consecutive trading days up to and including 1 November 2010
(being the Price Determination Date);

(5) a discount of approximately 41.0% to the theoretical ex-right price of HK$7.43 per H Share based on the
closing price of HK$7.64 per H Share as quoted on the Hong Kong Stock Exchange on 1 November 2010
(being the Price Determination Date); and

(6) a discount of approximately 41.0% to the closing price of HK$7.43 per H Share as quoted on the Hong
Kong Stock Exchange on the Latest Practicable Date.

Status of the H Rights Shares

The H Rights Shares, when allotted and fully paid, will rank pari passu in all respects with the H Shares
then in issue. Holders of fully-paid H Rights Shares will be entitled to all future dividends and distributions
which are declared, made or paid after the date of allotment and issue of the H Rights Shares.

Fractional Entitlements

Fractional entitlements to H Rights Shares will not be provisionally allotted to the H Shareholders and
Qualifying H Shareholders’ entitlements will be rounded down to the nearest whole number. The Nil Paid H
Rights representing the aggregate of fractions of H Rights Shares (rounded down to the nearest whole number)
will be provisionally allotted to a nominee appointed by the Bank and, if a premium (net of expenses) can be
obtained, will be sold by the Bank or its appointed nominee in the market in their nil-paid form after dealing in
the Nil Paid H Rights commences and the net proceeds of sale (if any, after deduction of expenses) will be
retained by the Bank for its own benefit. Any unsold fractions of H Rights Shares will be available for excess
application by Qualifying H Shareholders.

Application for Excess H Rights Shares

Qualifying H Shareholders may apply, by way of excess application, unsold fractional entitlements, unsold
entitlements of the Excluded Shareholders and any H Rights Shares provisionally allotted but not accepted by
Qualifying H Shareholders or otherwise subscribed for, by transferees of Nil Paid H Rights.
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Application for excess H Rights Shares can be made by completing the Excess Application Form and
lodging the same with a separate remittance for such excess H Rights Shares at any one of the branches of the
Receiving Bank as mentioned below by no later than 4:00 p.m. on 8 December 2010. Unless otherwise agreed by
the Bank, all remittances must be made in Hong Kong dollars. Cheques must be drawn on an account with, and
cashier’s orders must be issued by, a licensed bank in Hong Kong and made payable to “CCB Nominees
Limited-CCB-EAF” and must be crossed.

Branch Name Address
Hong Kong Island ............... 1. Central Branch 6 Des Voeux Road Central,
Central
2. Sai Ying Pun Branch 73 Des Voeux Road West, Sai
Ying Pun
3. Wanchai Hennessy Road Branch 139 Hennessy Road, Wanchai
4. Causeway Bay Plaza Branch G/F, Causeway Bay Plaza 1,
Causeway Bay
5. Shau Kei Wan Branch 2 Po Man Street, Shaukeiwan
Kowloon ...................... 6. Yaumati Branch 556 Nathan Road, Yaumati
7. Mongkok Nathan Road Branch ~ 788 Nathan Road, Mongkok
8. Kwun Tong Branch 56 Hoi Yuen Road, Kwun Tong
New Territories ................. 9. Tsuen Wan Branch 282 Sha Tsui Road, Tsuen Wan
10. Shatin Plaza Branch Shop 5, Level 1, Shatin Plaza,
Shatin

An Excess Application Form can be lodged from 19 November 2010 to 8 December 2010 (both days
inclusive) at the following times:

Monday to Friday: 9:00 a.m. to 5:00 p.m.;
Saturday: 9:00 a.m. to 1:00 p.m.; and
Last Acceptance Date (8 December 2010): 9:00 a.m. to 4:00 p.m.

All cheques and cashier’s orders will be presented for payment immediately following receipt and all
interest earned on such monies will not be given to the applicant. Completion and lodgement of an Excess
Application Form together with a cheque or cashier’s order in payment for the excess H Rights Shares applied
for will constitute a warranty by the applicant that the cheque or cashier’s order will be honoured on first
presentation. Any Excess Application Form in respect of which the accompanying cheque or cashier’s order is
dishonoured on first presentation is liable to be rejected. The applicant must pay the exact amount payable upon
application for the H Rights Shares, underpaid application will be rejected. In event of overpaid application, a
refund cheque will be made out to you only if the overpaid amount is HK$100 or above.

If no excess H Rights Shares are allotted to you, the amount tendered on application by you is expected to
be refunded in full without interest by means of cheque(s) despatched by ordinary post at your own risk on or
about 15 December 2010. If the number of excess H Rights Shares allotted to you is less than the number applied
for, the surplus application monies are also expected to be returned to you without interest by means of cheque(s)
despatched by ordinary post at your own risk on or about 15 December 2010.

The Excess Application Form is for use only by the person(s) to whom it is addressed and is not

transferable. All enquiries in connection with the Excess Application Form should be addressed to the H Share
Registrar at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.
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If the Underwriters exercise the rights to terminate their obligations or if the conditions precedent under the
Underwriting Agreement are not fulfilled before the Latest Time for Termination, and in each case, the H Share
Rights Issue does not proceed, the monies received in respect of relevant applications for excess H Rights Shares
will be returned to the relevant persons without interest, by means of cheque(s) to be despatched by ordinary post
at the risk of such persons on or about 15 December 2010.

Any excess H Rights Shares will, at the sole discretion of the Directors, be allocated and allotted on a fair
and reasonable basis and as far as practicable, (i) preference will be given to those applications that will top up
odd lots into whole board lots, unless the total number of excess H Rights Shares are not sufficient to top up all
odd lots into whole board lots or the Directors are satisfied that such applications are made with the intent to
abuse this mechanism, and (ii) after applying the principle in (i) above, the remaining excess H Rights Shares (if
preference will be given) or all excess H Rights Shares (if no preference will be given) will be allocated to
Qualifying H Shareholders who have applied for excess H Rights Shares on a pro rata basis with reference to
their number of excess H Rights Shares applied for.

Important Notice for Beneficial H Shareholders

Beneficial H Shareholders with their H Shares held by a registered H Shareholder, or which are held
in CCASS, should note that the registered H Shareholder (including HKSCC Nominees Limited) is
regarded as a single H Shareholder according to the H Share Register. Accordingly, beneficial
H Shareholders whose H Shares are registered in the name of a registered H Shareholder, or which are
held in CCASS, should note that the aforesaid top up arrangement in relation to the allocation of the
excess H Rights Shares will not be extended to beneficial owners individually.

Receiving bank arrangement and contingency plan

In order to ensure that large volume of applications for the H Rights Shares and application for excess
H Rights Shares can be processed within a short period of time, the Receiving Bank will make available 10 of its
branches initially to collect the applications and the subscription money. The details and opening hours of these
10 branches are set out in the section headed “Procedures for Acceptance or Transfer of H Rights Shares by
Qualifying H Shareholders” in this prospectus.

In the event that subscription level of the H Share Rights Issue is substantially higher than expected, the
Receiving Bank will:

e extend the opening hours on certain Business Days in the week prior to the end of the offer period for
the H Share Rights Issue;

e extend the opening hours on the weekend prior to the end of the offer period for the H Share Rights
Issue; or

e open up to 6 additional branches to collect and process the applications and subscription money.
The Bank will make a separate announcement if such arrangement is made.

H Shareholders are encouraged to call the H Shareholder hotline maintained by the H Share Registrar on
(852) 2862 8646 during business hours from 9:00 a.m. to 6:00 p.m., Monday to Friday (other than public
holidays) if they have any questions in relation to the H Share Rights Issue.

H Shareholders are also encouraged to call the Receiving Bank’s hotline on (852) 2779 5533 during

business hours from 8:30 a.m. to 8 p.m., Monday to Friday (other than public holidays) and from 8:30 a.m. to
5:00 p.m. on Saturday if they have any questions in relation to the H Share Rights Issue.
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H Shareholders and investors should note that the H Shareholder hotline and the Receiving Bank hotline are
the key channels of communications between the Bank and its H Shareholders, brokers and custodians. The
telephone hotline maintained by the H Share Registrar is dedicated to answering questions of H Shareholders and
their brokers or custodians, whereas the hotline maintained by the Receiving Bank is dedicated to answering
questions of H Shareholders. Accordingly, H Shareholders, brokers and custodians are strongly encouraged to
call these hotlines if they have any questions in relation to the H Share Rights Issue. The Bank also has in place
internal communication processes to ensure any difficult issues arising from the implementation of the H Share
Rights Issue are dealt with in an appropriate manner.

Shareholders should note that the dates specified in the expected timetable for the H Share Rights
Issue as set out below, and in other parts of this prospectus, are indicative only. In the event any special
circumstances arise, the Board or the authorised person by the Board may extend or make adjustments to
the timetable if it considers appropriate. Any such extension or adjustment to the expected timetable will
be announced and notified to the Shareholders as and when appropriate. The Bank, with the assistance of
the H Share Registrar, will monitor the process of the H Share Rights Issue to ensure that the H Share
Rights Issue will be conducted in a fair and orderly manner.

If necessary, the H Share Registrar and the Receiving Bank will assign additional trained staff at the
designated branches of the Receiving Bank to assist the H Shareholders to fill in the applications for the H Rights
Shares or the excess H Rights Shares and to answer their enquiries.

Effect of bad weather on latest time for acceptance of and payment for H Rights Shares and application
for excess H Rights Shares

The latest time for acceptance of and payment for H Rights Shares and application for excess H Rights
Shares will not take place if there is:

* atropical cyclone warning signal number 8 or above, or
e a “black” rainstorm warning

(i) in force in Hong Kong at any local time before 12:00 noon and no longer in force after 12:00 noon
on 8 December 2010. Instead the latest time of acceptance of and payment for the H Rights Shares
and application for excess H Rights Shares will be extended to 5:00 p.m. on the same Business
Day;

(i1) in force in Hong Kong at any local time between 12:00 noon and 4:00 p.m. on 8§ December 2010.
Instead the latest time for acceptance of and payment for the H Rights Shares and application for
excess H Rights Shares will be rescheduled to 4:00 p.m. on the following Business Day which
does not have either of those warnings in force at any time between 9:00 a.m. and 4:00 p.m.

If the latest time for acceptance of and payment for the H Rights Shares and application for excess H Rights
Shares does not take place on 8 December 2010, the dates mentioned in the section headed “Expected H Share
Rights Issue Timetable” in this prospectus may be affected. An announcement will be made by the Bank in such
event.

Conditions of the H Share Rights Issue
The H Share Rights Issue is conditional upon the fulfilment of the following matters:
(i) the approval of the Rights Issue by the Shareholders at the Annual General Meeting;
(ii) the approval of the Rights Issue at the H Shareholders Class Meeting and the A Shareholders Class Meeting,

respectively;

76



LETTER FROM THE BOARD

(iii) the approval of the Rights Issue by the CBRC;
(iv) the approval of the Rights Issue by the CSRC;

(v) the Listing Committee of the Hong Kong Stock Exchange agreeing to grant the listing of, and permission to
deal in, the H Rights Shares in their nil-paid and fully-paid forms, either unconditionally or subject to such
conditions which the Bank accepts and the satisfaction of such conditions (if any) by no later than the date
of posting of this prospectus; and

(vi) the delivery to the Hong Kong Stock Exchange and filing and registration of all documents in relation to the
H Share Rights Issue as required by law to be filed by and registered with the Registrar of Companies in
Hong Kong.

None of the above conditions for completion of the H Share Rights Issue may be waived by the Bank. As at
the Latest Practicable Date, conditions (i) to (iv) above have been satisfied. If any of the conditions is not
satisfied, the H Share Rights Issue will not proceed.

Furthermore, it should be noted that the H Share Rights Issue will proceed on a fully underwritten basis in
accordance with Rule 7.19 of the Hong Kong Listing Rules. Please refer to the section headed “H Share Rights
Issue Underwriting Arrangement” below for details of the underwriting arrangement. In the event that the
Underwriting Agreement does not become unconditional or if it is terminated in accordance with the
terms thereof, the H Share Rights Issue may not proceed.

Procedures for Acceptance or Transfer of H Rights Shares by Qualifying H Shareholders

For each Qualifying H Shareholder, a Provisional Allotment Letter is enclosed with this prospectus which
entitles the Qualifying H Shareholder to subscribe for the number of H Rights Shares shown therein. If you are a
Qualifying H Shareholder and wish to exercise your right to take up the H Rights Shares specified in the enclosed
Provisional Allotment Letter, you must lodge the Provisional Allotment Letter in accordance with the
instructions printed thereon, together with a remittance for the full amount payable on acceptance, at any one of
the branches of the Receiving Bank as mentioned below by no later than 4:00 p.m. on 8 December 2010. It
should be noted that Hong Kong stamp duty is payable in connection with the transfer of your rights to subscribe
for the H Rights Shares to the transferee(s) by both you and the transferee(s). Unless otherwise agreed by the
Bank, all remittances must be made in Hong Kong dollars. Cheques must be drawn on an account with, and
cashier’s orders must be issued by, a licensed bank in Hong Kong and made payable to “CCB Nominees
Limited-CCB-PAL” and must be crossed.

Branch Name Address
Hong KongIsland .............. 1. Central Branch 6 Des Voeux Road Central, Central
2. Sai Ying Pun Branch 73 Des Voeux Road West, Sai Ying
Pun
3. Wanchai Hennessy Road Branch 139 Hennessy Road, Wanchai
4. Causeway Bay Plaza Branch G/F, Causeway Bay Plaza 1,
Causeway Bay
5. Shau Kei Wan Branch 2 Po Man Street, Shaukeiwan
Kowloon ..................... 6. Yaumati Branch 556 Nathan Road, Yaumati
7. Mongkok Nathan Road Branch 788 Nathan Road, Mongkok
8. Kwun Tong Branch 56 Hoi Yuen Road, Kwun Tong
New Territories ................ 9. Tsuen Wan Branch 282 Sha Tsui Road, Tsuen Wan
10. Shatin Plaza Branch Shop 5, Level 1, Shatin Plaza,
Shatin
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A Provisional Allotment Letter can be lodged from 19 November 2010 to 8 December 2010 (both days
inclusive) at these times:

Monday to Friday: 9:00 am to 5:00 pm;
Saturday: 9:00 am to 1:00 pm; and
Last Acceptance Date (8 December 2010): 9:00 am to 4:00 pm

It should be noted that unless the Provisional Allotment Letter, together with the appropriate remittance, has
been lodged at any one of the branches of the Receiving Bank as mentioned above by 4:00 p.m. on 8§ December
2010 whether by the original allottee or any person to whom the rights have been validly transferred, the relevant
provisional allotment and all rights thereunder will be deemed to have been declined and will be cancelled. The
Bank may, at its discretion, treat a Provisional Allotment Letter as valid and binding on the person(s) by whom
or on whose behalf it is lodged even if not completed in accordance with the relevant instructions.

If you wish to transfer all of your rights to subscribe for the H Rights Shares provisionally allotted to you,
you must complete and sign the form of transfer and nomination in the Provisional Allotment Letter, and hand
the Provisional Allotment Letter to the transferee(s) or through whom you are transferring such rights of yours to
subscribe for the H Rights Shares. The transferee(s) must then complete and sign the registration application
form in the Provisional Allotment Letter, and lodge the Provisional Allotment Letter intact together with a
remittance for the full amount payable on acceptance at any one of the branches of the Receiving Bank as
mentioned above not later than 4:00 p.m. on 8 December 2010.

If you wish to accept only part of your provisional allotment or if you wish to transfer all or part of your
provisional allotment to more than one person, the Provisional Allotment Letter must be surrendered by not later
than 4:30 p.m. on 30 November 2010 to the H Share Registrar at Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong which will cancel the original Provisional Allotment Letter and
issue new Provisional Allotment Letters in the denominations required.

All enquiries in connection with the Provisional Allotment Letter should be addressed to the H Share
Registrar at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

The Bank reserves the right to refuse to register any transfer in favour of any person in respect of which the
Bank believes such transfer may violate applicable legal or regulatory requirements.

All cheques and cashier’s orders will be presented for payment immediately following receipt and all
interest earned on such monies will not be given to the applicant. Any Provisional Allotment Letter in respect of
which the accompanying cheque or cashier’s order is not honoured on first presentation is liable to be rejected,
and in that event the relevant provisional allotment and all rights thereunder will be deemed to have been
declined and will be cancelled. If the Underwriters exercise their right to terminate the Underwriting Agreement
before the Latest Time for Termination and the H Share Rights Issue does not proceed, the monies received in
respect of the relevant provisional allotments will be returned to the relevant persons without interest and by
means of cheques despatched by ordinary post at the risk of such persons on or about 15 December 2010.

You must pay the exact amount payable upon application for the H Rights Shares by cheque or cashier order
or any method agreed by the Bank, underpaid application will be rejected.

In the event of overpaid application, a refund cheque will be made out to you only if the overpaid amount is
HKS$100 or above.
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Application for Listing

Application has been made to the Hong Kong Stock Exchange for the listing of, and permission to deal in,
the H Rights Shares and the Nil Paid H Rights. Dealings in the H Rights Shares and the Nil Paid H Rights will be
subject to the payment of stamp duty, Hong Kong Stock Exchange trading fee, SFC transaction levy or any other
applicable fees and charges in Hong Kong. The board lot size of Nil Paid H Rights is the same as that of the
fully-paid H Rights Shares of 1,000 Shares.

Subject to the granting of listing of, and permission to deal in, the H Rights Shares and the Nil Paid
H Rights on the Hong Kong Stock Exchange, the H Rights Shares and the Nil Paid H Rights will be accepted as
eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the
commencement date of dealings in the H Rights Shares and the Nil Paid H Rights on the Hong Kong Stock
Exchange or such other date as determined by HKSCC. Settlement of transactions between participants of the
Hong Kong Stock Exchange on any trading day is required to take place in CCASS on the second trading day
thereafter. All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

Please note that without approval from the relevant regulatory authorities, the H Rights Shares and the
A Rights Shares are neither interchangeable nor fungible, and there is no trading or settlement between the
A share and the H share markets.

Proceeds of the H Share Rights Issue

The H Share Rights Issue will raise (i) gross proceeds in an aggregate amount of approximately HK$68,890
million (equivalent to approximately RMB59,245 million); and (ii) net proceeds (after deducting all the costs and
expenses incidental to the Rights Issue) in an aggregate amount of approximately HK$68,774 million (equivalent
to approximately RMB59,145 million).
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H Share Rights Issue Underwriting Arrangement

The H Share Rights Issue will proceed on a fully underwritten basis in accordance with Rule 7.19 of the
Hong Kong Listing Rules. Details on the underwriting arrangement relating to the H Share Rights Issue are set

out below:

The H Share Underwriting Arrangement

Date:

Joint Lead Underwriters:

Co-Lead Underwriters:

Total number of H Rights Shares underwritten:

1 November 2010

CCB International Capital Limited

China International Capital Corporation Hong Kong
Securities Limited

Morgan Stanley & Co. International plc

CITIC Securities Corporate Finance (HK) Limited
Merrill Lynch Far East Limited

Credit Suisse (Hong Kong) Limited

BOCI Asia Limited

CCB International Capital Limited is a wholly owned
subsidiary of the Bank.

Bank of America is a substantial Shareholder of the
Bank. Merrill Lynch Far East Limited, being a
wholly-owned subsidiary of Bank of America, is
therefore a connected person of the Bank for the
purpose of Chapter 14A of the Hong Kong Listing
Rules. The transaction of Merrill Lynch Far East
Limited acting as one of the Underwriters of the
H Share Rights Issue is exempted from the
requirements of reporting, announcement and
independent Shareholders’ approval pursuant to Rule
14A.31(3)(c) of the Hong Kong Listing Rules.

DBS Asia Capital Limited

UBS AG, Hong Kong Branch

Pursuant to the Underwriting Agreement, the
Underwriters have agreed to fully underwrite up to
15,728,235,880 H Rights Shares not taken up in
proportion to their respective purchase obligations
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Conditions of the Underwriting Agreement

The several obligations of the Underwriters under the Underwriting Agreement are conditional upon the

following conditions:

(a)

(b)

(c)

(d)

(e)

®

(@

(h)

®

@

(k)

the H Rights Shares being duly issued and provisionally allotted by the authorised representatives of the
Board on the terms set out in the Prospectus Documents to the Qualifying H Shareholders;

the Bank having delivered to the Joint Global Coordinators (on behalf of the Underwriters) the documents
listed therein by the times and dates specified in the Underwriting Agreement;

the approval of the H Share Rights Issue granted by the CBRC being valid and not having been withdrawn,
amended or revoked;

the approval of the H Share Rights Issue granted by the CSRC being valid and not having been withdrawn,
amended or revoked;

the delivery of the Prospectus Documents and all the documents required by section 342C of the Companies
Ordinance to be delivered to the Registrar of Companies to the Hong Kong Stock Exchange and the issue by
the Hong Kong Stock Exchange of a certificate of authorization of registration before 3:00 p.m. or such later
time as agreed by the Hong Kong Stock Exchange on the Business Day before the date of this prospectus;

the Registrar of Companies registering the Prospectus Documents and all the documents required by the
provisions of section 342C of the Companies Ordinance on or before the despatch of the prospectus;

the grant of listing of and permission to deal in the Nil Paid H Rights and the H Rights Shares (either
unconditional or subject only to allotment and despatch of the share certificates in respect thereof) by the
Hong Kong Stock Exchange and dealings in the Nil Paid H Rights and the H Rights Shares being allowed
by the Hong Kong Stock Exchange (and such listing and permission not subsequently being withdrawn or
revoked);

posting of the Prospectus Documents to the Qualifying H Shareholders on or before the date of this
prospectus or such later date to be agreed with the Joint Global Coordinators and the posting, to the extent
reasonably practicable and legally permitted, of this prospectus for information purposes only to the
Excluded Shareholders; provided that this prospectus shall not be posted to Excluded Shareholders who are
known by the Bank to be resident in the United States;

the A Share Joint Sponsors shall have confirmed to the Joint Global Coordinators the substantial completion
of the A Share Rights Issue at or prior to the Prospectus Date (with at least 70% of the A Rights Shares
being validly subscribed);

the Joint Global Coordinators (on behalf of the Underwriters) having received from the Bank the
Undertaking; and

no matter having arisen prior to the Latest Time for Termination which might reasonably be expected to
give rise to an indemnification claim under the Underwriting Agreement and which, in any such case, the
Joint Global Coordinators (on behalf of the Underwriters) might consider, in their absolute discretion
(acting in good faith), to be material in the context of the H Share Rights Issue or the underwriting of the H
Share Rights Issue.

If the conditions of the Underwriting Agreement are not duly satisfied, when and as required by the

Underwriting Agreement to be satisfied (unless otherwise waived or modified by the Joint Global Coordinators
(on behalf of the Underwriters)), or if the Underwriting Agreement shall be terminated as described below, save
in respect of certain rights and obligations under the Underwriting Agreement, all liabilities of the parties under
the Underwriting Agreement will cease. In such circumstances, the Bank shall, pursuant to the Underwriting
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Agreement and subject to certain deduction or limitation specified thereunder, remain liable to pay certain
expenses incurred by the Bank or on behalf of the Bank but shall not be liable to pay to any of the Underwriters
the underwriting commissions thereunder.

Any of the conditions set out above (except conditions a, c, d, e, f, g, h) may be waived at any time by the
Joint Global Coordinators (on behalf of the Underwriters), in their sole discretion, subject to such terms and
conditions as are determined by the Joint Global Coordinators (on behalf of the Underwriters).

If the Underwriting Agreement does not become unconditional or is terminated according to the
terms thereof, the H Share Rights Issue may not proceed.

Termination of the Underwriting Agreement

The obligations of the several Underwriters under the Underwriting Agreement may be terminated with
immediate effect if prior to the Latest Time for Termination and in the sole and unanimous opinion of a two-
thirds majority of the Joint Global Coordinators and Joint Bookrunners (excluding any subsidiaries of the Bank)
(on behalf of the Underwriters) and after consultation with the Bank by the Joint Global Coordinators and Joint
Bookrunners:

(A) there shall have developed, occurred, happened or come into effect any change (whether permanent or not)
in the assets, liabilities, conditions, business, general affairs, management, prospects, profits, losses or
financial or trading position or performance of the Group taken as a whole, in the aggregate, in the sole and
absolute judgment of a two-thirds majority of the Joint Global Coordinators and Joint Bookrunners
(excluding any subsidiaries of the Bank) (on behalf of the Underwriters), so material and adverse as to make
it impracticable to proceed with the H Share Rights Issue or the delivery of the H Rights Shares on the terms
and in the manner contemplated in the prospectus or is likely to have a material adverse effect on the
success of the H Share Rights Issue or the level of the H Rights Shares taken up;

(B) there has been any breach of any of the representations, warranties or undertakings contained in the
Underwriting Agreement, or there has been a breach on the part of the Bank of any other provision of the
Underwriting Agreement; or

(C) there shall have developed, occurred, happened or come into effect any of the following:

(i) a suspension or limitation (including, without limitation, any minimum or maximum price limit or
range) in or on trading in securities generally on the Hong Kong Stock Exchange, the New York Stock
Exchange, or the Shanghai Stock Exchange;

(i) a suspension or limitation (including, without limitation, any minimum or maximum price limit or
range) in or on trading in any securities of the Bank listed or quoted on a stock exchange;

(iii) a general moratorium on commercial banking activities declared by relevant authorities in Hong Kong,
the PRC, the United States or a disruption in commercial banking or foreign exchange trading or
securities settlement or clearance services, procedures or matters in Hong Kong, the PRC and the
United States;

(iv) a change or development in taxation or exchange control, currency exchange rates or foreign
investment regulations (or the implementation of any exchange control) in Hong Kong, the PRC or the
United States;

(v) any new laws likely to result in a change or affecting existing laws or the interpretation or application
of existing laws by any court or other competent authority in Hong Kong, the PRC or the United States
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or any other jurisdiction relevant to any member of the Bank which will have an adverse effect on the
investment in the H Rights Shares;

(vi) any event or circumstance in the nature of force majeure (including, without limitation, any act of
government, economic sanctions, riot, fire, explosion, flooding, earthquake, civil commotion, act or
declaration of war, outbreak or escalation of hostilities (whether or not war is or has been declared), act
of terrorism (whether or not responsibility has been claimed), act of God, pandemic, epidemic,
outbreak of infectious disease, declaration of a state of emergency or calamity or crisis, in each case,
involving or affecting Hong Kong or the PRC; or

(vii) there shall have occurred any outbreak or escalation of hostilities, or any change in any financial,
political, economic, legal, military, industrial, fiscal, regulatory, currency or market conditions
(including, without limitation, conditions in the stock and bond markets, money and foreign exchange
markets, interbank markets and credit markets) in or affecting Hong Kong, the PRC or the United
States,

if the effect of any such event or circumstance specified above, individually or in the aggregate, in the
judgment of a two-thirds majority of Joint Global Coordinators and Joint Bookrunners (excluding any
subsidiaries of the Bank) (on behalf of the Underwriters) is so material and adverse as to make it
impracticable or inadvisable to proceed with the H Share Rights Issue or the delivery of the H Rights Shares
on the terms and in the manner contemplated in this prospectus.

If a two-thirds majority of Joint Global Coordinators and Joint Bookrunners (excluding any subsidiaries of
the Bank) elect to terminate the Underwriting Agreement in accordance with the termination provisions therein,
the Bank shall be notified promptly in writing. In such event, a further announcement will be made by the Bank
at the relevant time.

Lock-up Undertakings
Pursuant to the Underwriting Agreement, the Bank has undertaken to the Underwriters that:

(i) except for the H Rights Shares and A Rights Shares to be allotted and issued pursuant to the H Share Rights
Issue and the A Share Rights Issue respectively; or

(i) with the prior written consent of the Joint Global Coordinators (and which may be given or withheld at the
absolute discretion of the Joint Global Coordinators),

from the date of the Underwriting Agreement up to 90 days after the first day of trading of the H Rights Shares
on the Hong Kong Stock Exchange, the Bank will not (A) allot or issue or sell, or offer to allot or issue or sell,
accept subscription for, pledge, lend, mortgage, assign, charge, purchase any option or contract to sell, or grant
any option, right or warrant to subscribe for or purchase or lend or otherwise dispose of (either conditionally or
unconditionally, or directly or indirectly, or otherwise) any Shares or other equity securities of the Bank or any
interests therein (including but not limited to any securities convertible into or exercisable or exchangeable for
any Shares or which carry rights to subscribe for or purchase or receive Shares), or deposit Shares with a
depositary in connection with the issue of depositary receipts, or (B) enter into a transaction (including, without
limitation, a swap or other derivative transaction) that transfers, in whole or in part, any of the economic
consequences of ownership of any Shares or such securities of the Bank or any interest therein or has an effect on
the market in the Shares similar to that of a sale of interest in Shares or repurchase any Shares, or (C) enter into
any transaction with the same economic effect as any transaction described in (A) or (B) above, or (D) offer or
agree or contract or announce any intention to enter into or effect any such transaction described in (A), (B) or
(C) above whether any of the foregoing transactions described in (A), (B) or (C) above is to be settled by delivery
of Shares or such other securities, in cash or otherwise; provided, however, that the foregoing restrictions shall
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not apply to (1) any issuance of stock dividends, (2) the application of any capital reserve to issue Shares, or
(3) the execution of customer orders to trade any Shares.

Shareholder Undertaking

Pursuant to the Undertaking, Huijin has undertaken to subscribe in cash all the offered rights shares, which
will be allotted to Huijin according to the rights issue plan approved by the third meeting of the Board in 2010 in
proportion to its shareholding ratio in the Bank. On 3 September 2010, Huijin has also undertaken to the Bank
that, Huijin shall not dispose its shareholdings in the Bank within 6 months from the date of listing of the H
Rights Shares, and if so, the gains derived therefrom shall be retained by the Bank.

Huijin is a promoter and a substantial Shareholder of the Bank. At the time of the Bank’s listing on the
Hong Kong Stock Exchange, according to Rule 19A.19 of the Hong Kong Listing Rules, the Bank has made
written representations to satisfy the Hong Kong Stock Exchange that Huijin should be treated as a PRC
Governmental Body as defined under the Hong Kong Listing Rules and as a result, Huijin would not be treated
as a connected person of the Bank. As such, the above Undertaking are exempt from the requirements of
reporting, announcement and independent shareholders’ approval.

As agreed by the Bank and as approved by the SAFE, the subscription monies to be paid by Huijin to the
Bank will be paid in RMB at the central parity rate set by the PBOC prevailing on the payment date. Such
subscription monies will be paid by Huijin into the Bank’s bank account in the PRC.

Save for the Undertaking, the Bank has not obtained undertakings from any other H Shareholders that they
will subscribe for any or all of the H Rights Shares to be provisionally allotted to them as at the date of this
prospectus.

Warning of the Risks of Dealing in the H Shares and the Nil Paid H Rights

Existing H Shares are expected to be dealt in on an ex-rights basis from 10 November 2010. Dealings in the
Nil Paid H Rights are expected to take place from 23 November 2010 to 3 December 2010 (both days inclusive).
If the conditions of the H Share Rights Issue (see the section headed ‘“Conditions of the H Share Rights
Issue” above) are not fulfilled, the H Share Rights Issue will not proceed.

Furthermore, in the event that the Underwriting Agreement does not become unconditional or if it is
terminated in accordance with the terms thereof, the H Share Rights Issue may not proceed.

Any dealing in the H Shares or the Nil Paid H Rights is at the investor’s own risk. If in any doubt,
investors are recommended to consult their professional advisers.

Despatch of H Share Certificates and the Refund Cheques for the H Rights Shares

Subject to the fulfilment of the conditions of the H Share Rights Issue, it is expected that the certificates for
the H Rights Shares and the refund cheque(s) in respect of wholly or partly unsuccessful applications for excess
H Rights Shares (if any) will be despatched by ordinary post to the allottees and those entitled thereto, at their
own risk, to their registered addresses by the H Share Registrar on or about 15 December 2010.

Taxation

Qualifying H Shareholders are recommended to consult their professional advisers if they are in any doubt
as to the taxation implications of holding, disposing of or dealing in the H Rights Shares and/or the Nil Paid
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H Rights and, as regards the Excluded Shareholders, their receipt of the net proceeds of the Nil Paid H Rights
otherwise falling to be issued to them under the H Share Rights Issue. It is emphasised that neither the Bank, the
Directors nor any other party involved in the H Share Rights Issue accept responsibility for any tax effects or
liabilities of holders of the H Rights Shares resulting from the purchase, holding, disposal of, or dealing in the
H Rights Shares and/or the Nil Paid H Rights or receipt of such net proceeds.

D. A SHARE RIGHTS ISSUE
Details of the A Share Rights Issue are as follows:
A Share Rights Issue Statistics

Basis of A Share Rights Issue:

Number of A Shares in issue:

Number of A Rights Shares proposed to be issued:
Subscription Price for the A Rights Share:

A Share Joint Sponsors:

Basis of Entitlement

0.7 A Rights Shares for every 10 existing A Shares
held on the A Share Record Date by the
A Shareholders

9,000,000,000 A Shares as at the Latest Practicable
Date

630,000,000 A Shares
RMB3.77
China International Capital Corporation Limited

Haitong Securities Company Limited

Subject to fulfilment of the conditions set out below in the paragraph headed “Conditions of the A Share
Rights Issue”, Qualifying A Shareholders will be allotted 0.7 A Rights Shares for every 10 existing A Shares
held on the A Share Record Date at the Subscription Price, being RMB3.77, for each A Rights Share payable in

full on acceptance.

Qualifying A Shareholders

To qualify for the A Share Rights Issue, an A Shareholder must be registered as a Shareholder on the

A Share Record Date.
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Expected Timetable of A Share Rights Issue

CBRC granting approval for the A Share Rights Issue ... ........ ... ... ... ... ..... 26 July 2010
CSRC granting approval for the A Share RightsIssue ............. .. ... ... ... ..... 28 October 2010
Publication of A Share Rights Issue Prospectus on the website of the Shanghai Stock
EXchange . ... ... 2 November 2010
Road Show onthe Internet . ......... ... . .. .. . . . . . 3 November 2010
A Share Record Date .. ... ... . . 4 November 2010
Commencement of the A Share Rights Issue ........... .. .. .. .. .. ... .. .. ... ..... 5 November 2010
Suspension of trading inthe A Shares ......... ... .. .. .. . . . 5 November to
12 November 2010
First day for acceptance of and payment for the A Rights Shares ..................... 5 November 2010
Close of the A Share Rights Issue ... ... ... . i 11 November 2010
Last day for payment for the A Rights Shares ........... ... .. .. .. .. ... .. ... ..... 11 November 2010
Verification of payment for subscription for the A Rights Shares ..................... 12 November 2010
Announcement of results of the A Share Rights Issue ........... ... ... ... ... ..... 15 November 2010
Ex-rights date and resumption of trading in the A Shares ........................... 15 November 2010

Shareholders should note that the dates specified in the expected timetable of the A Share Rights Issue as
set out above, and in other parts of this prospectus, are indicative only and may be changed by the Board. Any
such change to the expected timetable will be announced and notified to the Shareholders as and when
appropriate.

The listing of, and the commencement date of dealing in, the A Rights Shares will be subject to
further determination by the relevant PRC regulatory authorities. A further announcement will be made
by the Bank when such details are available.

Conditions of the A Share Rights Issue
The A Share Rights Issue is conditional upon each of the following events being fulfilled:
(i) the approval of the Rights Issue by the Shareholders at the Annual General Meeting;

(ii) the approval of the Rights Issue at the A Shareholders Class Meeting and the H Shareholders Class Meeting,
respectively;

(iii) the approval of the Rights Issue by the CBRC;
(iv) the approval of the Rights Issue by the CSRC;

(v) the fulfilment by the controlling Shareholder of the Bank of its public undertaking to be made prior to the
convening of the Shareholders’ general meeting with respect to the number of Shares it will subscribe; and

(vi) the subscription of the A Rights Shares by the A Shareholders being at least 70% of the A Share Rights
Issue.

None of the above conditions for the completion of the A Share Rights Issue may be waived by the Bank.

As at the Latest Practicable Date, conditions (i) to (v) above have been satisfied. If any of the conditions is not
satisfied, the A Share Rights Issue will not proceed.
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A Share Rights Issue to Proceed on a Non-underwritten Basis

The A Share Rights Issue will proceed on a non-underwritten basis as required under the applicable PRC
laws and regulations. Under the applicable PRC laws and regulations and as classified by the CSRC, the A Share
Rights Issue may only proceed if the subscription level of the A Rights Shares is at least 70% of the A Share

Rights Issue.

The rights to subscribe for the A Shares which are not taken up will lapse and no new A Shares will be
issued or allotted pursuant to such rights.

Application for Listing
Application has been made to the Shanghai Stock Exchange for the listing of the A Rights Shares.

Proceeds of the A Share Rights Issue

The A Share Rights Issue will raise (i) gross proceeds in an aggregate amount of approximately RMB2,375
million (assuming full subscription for the A Rights Shares) or RMB 1,663 million (assuming 70% subscription
for the A Rights Shares); and (ii) net proceeds (after deducting all the costs and expenses incidental to the
A Share Rights Issue) in an aggregate amount of approximately RMB?2,362 million (assuming all subscription for
the A Rights Shares) or RMB1,652 million (assuming 70% subscription for the A Rights Shares), on the basis of
the Subscription Price of RMB3.77.

A Share Rights Issue Prospectus

The A Share Rights Issue Prospectus, which is in Chinese, is available for public inspection on the website
of Hong Kong Stock Exchange (www.hkexnews.hk) and Shanghai Stock Exchange (www.sse.com.cn) from the
date of the Announcement. The A Share Rights Issue Prospectus is also available on the Bank’s website at
(www.ccb.com). Neither the A Share Rights Issue Prospectus nor any other information on either of the above
websites is incorporated in this prospectus.

E. CHANGES OF THE SHAREHOLDING OF THE BANK AS A RESULT OF THE RIGHTS ISSUE

The following table sets out the Bank’s current shareholding structure and its proposed shareholding
structure upon completion of the Rights Issue (assuming the Rights Issue is conducted on the basis of 0.7 Rights
Shares for every 10 existing Shares with full subscription for the A Rights Shares and the H Rights Shares and
assuming no change in the issued share capital of the Bank between the Latest Practicable Date and the H Share

Record Date):

Percentage of

the total
Total number of Total number nurflbzraof
issued Shares Percentage of Number of of issued issued Shares
before the Rights the total Shares to be Shares immediately
Issue as at the number of issued under immediately after the
Latest issued Shares the Rights after the Rights Rights Issue
Share class Practicable Date (%) Issue Issue (%)
HShares ............... 224,689,084,000 96.15%  15,728,235,880 240,417,319,880 96.15%
A Shares ............... 9,000,000,000 3.85% 630,000,000 9,630,000,000 3.85%
Total .................. 233,689,084,000 100%  16,358,235,880 250,047,319,880 100%
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The following table sets out the Bank’s current shareholding structure and its proposed shareholding
structure upon completion of the Rights Issue (assuming the Rights Issue is conducted on the basis of 0.7 Rights
Shares for every 10 existing Shares with 70% subscription level for the A Rights Shares and full subscription of
the H Rights Shares and assuming no change in the issued share capital of the Bank between the Latest
Practicable Date and the H Share Record Date):

Percentage of

the total
Total number of Total number nurflbzraof
issued Shares Percentage of Number of of issued issued Shares
before the Rights the total Shares to be Shares immediately
Issue as at the number of issued under immediately after the
Latest issued Shares the Rights after the Rights Rights Issue
Share class Practicable Date (%) Issue Issue (%)
HShares ............... 224,689,084,000 96.15%  15,728,235,880 240,417,319,880 96.22%
A Shares ............... 9,000,000,000 3.85% 441,000,000 9,441,000,000 3.78%
Total .................. 233,689,084,000 100%  16,169,235,880 249,858,319,880 100%

As of the Latest Practicable Date, the public shareholding of the Bank was approximately 31.5%
(approximately 27.7% of the total issued shares was held by public H Shareholders and approximately 3.8% of
the total issued shares was held by public A Shareholders). Pursuant to the public float waiver granted by the
Hong Kong Stock Exchange, the minimum public float percentage that the Bank has to meet after 26 December
2007 is approximately 20.8%. Upon completion of the Rights Issue, the Bank will continue to comply with such
minimum public float percentage.

The Bank has not engaged in any equity fund raising activity in the past 12 months from the date of this
prospectus.

F. REASONS FOR THE RIGHTS ISSUE AND USE OF PROCEEDS

In order to satisfy the regulatory requirements, increase risk management capabilities and achieve a long-
term, steady and healthy development of its businesses, the Bank has launched a refinancing plan by means of
rights issue of A Shares and H Shares.

The purpose of the Rights Issue is to strengthen the capital base of the Bank, which in turn will improve the
Bank’s core capital adequacy ratio. The Directors consider that the Rights Issue is in the interests of the Bank and
the Shareholders as a whole and the Rights Issue is an appropriate means of raising capital to strengthen the
capital base of the Bank, which in turn will improve the Bank’s core capital adequacy ratio.

G. ADDITIONAL INFORMATION

Your attention is also drawn to the additional information set out in the appendices to this prospectus, in the
2009 annual report, the 2010 interim report and the 2010 third quarter report of the Bank.

Yours faithfully,
By Order of the Board
China Construction Bank Corporation
Zhang Jianguo
Vice Chairman, Executive Director and President
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(1) SUMMARY OF FINANCIAL INFORMATION

An unqualified audited opinion in respect of the financial statements of the Group has been issued for each
of the years ended 31 December 2007, 2008 and 2009. A summary of the results of the Group prepared under
IFRS as extracted from the annual reports of the Group for the years ended 31 December 2007, 2008 and 2009
and as extracted from the interim reports for the six months ended 30 June 2009 and 2010 are set out below.

Statement of Comprehensive Income Data

Net interest income .. .....................
Profitbeforetax ............. ... ... .. ....
Netprofit ....... ... ...,
Basic and diluted earnings per share (in RMB) ..

Statement of Financial Position Data

Total assets ........... ...,

Include: loans and advances to customers

Total liabilities ..........................
Include: deposits from customers ........

Totalequity ............cooiinineninnn...

Net assets per share inRMB) ...............

Major Financial Ratios (%)

Return on average total assets! ..............
Return on average equity? . .................
Netinterest spread . .......................
Net interest margin . ......................

Net fee and commission income to operating

INCOME . ot vttt et e
Costtoincomeratiod .. ....................

Capital Adequacy Ratio (%)

Core capital adequacy ratio* ................
Capital adequacy ratio* ....................
Total equity to total assets . .................

Asset quality indicators (%)

Non-performing loanratio .................
Allowances to non-performing loans .........
Allowances to total loans . .................

Year ended 31 December Six months ended 30 June

2007 2008 2009 2009 2010

(Expressed in millions of RMB)

192,775 224,920 211,885 102,468 117,799
100,816 119,741 138,725 72,469 92,194
69,142 92,642 106,836 55,841 70,779
0.30 0.40 0.46 0.24 0.30
Year ended 31 December Six months ended 30 June

2007 2008 2009 2009 2010

(Expressed in millions of RMB, except percentages)

6,598,177 7,555,452 9,623,355 9,110,171 10,235,981
3,183,229 3,683,575 4,692,947 4,409,152 5,215,973
6,175,896 7,087,890 9,064,335 8,603,637 9,655,783
5,329,507 6,375,915 8,001,323 7,610,022 8,591,701
422,281 467,562 559,020 506,534 580,198
1.81 2.00 2.39 2.17 2.48
1.15 1.31 1.24 1.34 1.43
19.50 20.68 20.87 22.54 24.00
3.07 3.10 2.30 2.34 2.32
3.18 3.24 2.41 2.46 2.41
14.19 14.25 17.84 17.82 21.88
41.83 36.77 39.04 35.13 33.64
10.37 10.17 9.31 9.30 9.27
12.58 12.16 11.70 11.97 11.68
6.40 6.19 5.81 5.56 5.67
2.60 2.21 1.50 1.71 1.22
104.41 131.58 175.77 150.51 204.72
2.72 291 2.63 2.57 2.49

1. Calculated by dividing net profit by the average of total assets at the beginning and end of the year. Ratios for the six months ended 2009
and 2010 are annualised return on average assets, calculated by dividing net profit by the average of total assets at the beginning and end

of the period and then multiplying by two.

2. Calculated in accordance with CSRC’s No. 9 Guideline on Contents and Format for Information Disclosure of Companies That Make
Public Offering of Securities—Calculation and Disclosure of Return on Net Assets Ratio and Earnings per Share.

w

4. Calculated in accordance with the guidelines issued by the CBRC.

I-1

Calculated by dividing operating cost (including business tax and surcharges) by operating income.



APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

(2) AUDITED CONSOLIDATED FINANCIAL STATEMENTS
Consolidated Statement of Comprehensive Income

For the year ended 31 December 2009
(Expressed in millions of RMB unless otherwise stated)

Note 2009 2008
INtereSt iNCOME . . . . .ottt e e e e 339,463 356,500
INEETESt EXPENSE . . o v vt ettt ettt e e e e (127,578) (131,580)
Netinterest inCome . . .. ... ... . . . . 6 211,885 224,920
Fee and commission iNCOME . .. ... ... ittt e e e e 49,839 40,056
Fee and commiSSiOn @XPENSE . . .. oottt ettt e e e e (1,780) (1,610)
Net fee and commissionincome . . . ........ ... ... ... .. ... ... 7 48,059 38,446
Net trading GaIN . . ..o e 8 2,233 3,213
Dividend iINCOME . .. ..ot e 9 100 150
Net gain/(loss) arising from investment SECUrities .. ... .......c..ouiuntuninnen e 10 4,471 (2,252)
Other operating INCOME, NEL . . . . o\ vttt ettt ettt et e e e e e e 11 2,566 5,270
Operating inCome . . .. ... ... ... 269,314 269,747
OPperating €XPenSes . . . . .. ...ttt e 12 (105,146) (99,193)
164,168 170,554
Impairment losses on:
—Loans and advances tO CUSTOMET'S . . . . ..ottt ettt e e et et e e et (24,256)  (36,246)
OIS . ot (1,204) (14,583)
Impairment 1oSses . . . . ... ... . e 13 (25,460)  (50,829)
Share of profits less losses of associates and jointly controlled entities . .. ............... 17 16
Profit before tax .. ......... . ... 138,725 119,741
INCOME taX EXPEISE . . oo vttt ettt e 16 (31,889)  (27,099)
Net Profit . ... .. 106,836 92,642
Other comprehensive income:
Gain/(loss) of available-for-sale financial assets arising during theyear.................... 2,174 (18,998)
Less: Income tax relating to available-for-sale financial assets . .......................... (544) 4,744
Reclassification adjustments for losses included in profitorloss ............... ... ... .. 386 9,000
2,016 (5,254)
Exchange difference on translating foreign operations . .................c.ouiuiinenaan.. 281 (1,345)
O NeTS . ottt 25 —
Other comprehensive income for the year,netoftax ................................ 2,322 (6,599)
Total comprehensive income for theyear .............. ... .. ... .. ... ... .......... 109,158 86,043
Net profit attributable to:
Equity shareholders of the Bank . . ..... ... .. 106,756 92,599
MINOTILY INEETESES .« v v v vt ettt et e e e e e e e e e e e e e e 80 43
106,836 92,642
Total comprehensive income attributable to:
Equity shareholders of the Bank . .. ........ ... ... . ... ... ... 109,069 86,002
MINOTILY INEETESES . o v ettt et et et e e e e e e e e e e e e e 89 41
109,158 86,043
Basic and diluted earnings per share in RMB) .......... ... ... ... ... ... ...... 17 0.46 0.40
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Consolidated Statement of Financial Position

As at 31 December 2009
(Expressed in millions of RMB unless otherwise stated)

Note 2009 2008
Assets:
Cash and deposits with central banks . . ... ... . 18 1,458,648 1,247,450
Deposits with banks and non-bank financial institutions .................. ... ... ... .......... 19 101,163 33,096
Precious MEtals . . . ..ot e 9,229 5,160
Placements with banks and non-bank financial inStitutions . ..................iiiiitirenenan.n. 20 22,217 16,836
Financial assets at fair value through profitorloss ........... ... . i 21 18,871 50,309
Positive fair value of derivatives . . ... ... ...t e 22 9,456 21,299
Financial assets held under resale agreements . . ... .........ouu ittt ittt 23 589,606 208,548
Interest receivable . . . . oo 24 40,345 38,317
Loans and advances tO CUSTOMETS . . . ..o v vt vttt e et e e et e e e e e e e e e 25 4,692,947 3,683,575
Available-for-sale financial aSsets . . ... ... ..ttt e 26 651,480 550,838
Held-to-maturity iInVESIMENtS . . . .. ..ottt ettt et e e e e 27 1,408,873 1,041,783
Debt securities classified as receivables . . .. .. ... . e 28 499,575 551,818
Interests in associates and jointly controlled entities . ......... ... ...t 30 1,791 1,728
FIXed @SSELS . . o vttt 31 74,693 63,957
Land use rights . ... ..o 32 17,122 17,295
INtangible SSES . . ..ottt e e 33 1,270 1,253
GOOAWILL . .o 34 1,590 1,527
Deferred tax aSSELS . . . ..ottt 35 10,790 7,855
OFNET ASSLS . . . o ittt 36 13,689 12,808
Total ASSetS . . ... ... 9,623,355 7,555,452
Liabilities:
Borrowings from central banks .......... ... 6 6
Deposits from banks and non-bank financial institutions . ............. ... ... . 39 774,785 447,464
Placements from banks and non-bank financial inStitutions . ................ ... 40 38,120 43,108
Financial liabilities at fair value through profitorloss ............ ... ... .. ... 41 7,992 3,975
Negative fair value of derivatives ... ... .. ... ... i 22 8,575 18,565
Financial assets sold under repurchase agreements . ................ouuniinneeinennnennnennn . 42 — 864
Deposits fTOm CUSLOMETS . . . .. oottt et e et e e e e e e e e e e e e e e e e 43 8,001,323 6,375,915
Accrued Staff COSES . ... o 44 27,425 25,153
Taxes PAYable . . . . ..ot 45 25,840 35,538
Interest payable . . .. ..o 46 59,487 59,695
ProvVISIONS . ..ottt e 47 1,344 1,806
Debt SeCUTrities 1SSUCA . . . oottt ettt e e e e e e 48 98,644 53,810
Deferred tax Habilities . ... ... ..ot 35 216 5
Other Habilities . . .. ... e e e e e e 49 20,578 21,986
Total liabilities ... ... .. ... . ... 9,064,335 7,087,890
Equity:
Share capital . . .. ...t 50 233,689 233,689
Capital TESEIVE . . . oottt ettt et e e e 51 90,266 90,241
Investment revaluation TESEIVE . . . . . . oottt et et e e e e e e 52 13,163 11,156
SUIPIUS TESEIVE . . . oottt ettt et e et e e e e e e e e e e e e e e 53 37,421 26,922
GENETAL TESETVE . . . o oottt e e e e e e e e e e e e e 54 46,806 46,628
Retained earnings . ... ....... . .. 55 136,112 59,593
EXChange IeSeIVEe . . .. ...ttt e e e e (1,982) (2,263)
Total equity attributable to equity shareholders of the Bank ............ ... ... ... ........ 555,475 465,966
MINOTIty INEETESES . . ..o\ttt ettt e e e e 3,545 1,596
Total eqUItY . ... ... e 559,020 467,562
Total liabilities and equity . . ... ... ... .. 9,623,355 7,555,452
Approved and authorised for issue by the board of directors on 26 March 2010.
Zhang Jianguo Tse Hau Yin, Aloysius Li Xiaoling
Vice chairman, executive director and president Independent non-executive director Non-executive director
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Statement of Financial Position

As at 31 December 2009
(Expressed in millions of RMB unless otherwise stated)

Note 2009 2008
Assets:
Cash and deposits with central banks ... ........... . . i 18 1,455,370 1,247,053
Deposits with banks and non-bank financial institutions . ............ ... ... ... .. ...... 19 100,679 28,425
Precious metals . ... ... ... e 9,229 5,160
Placements with banks and non-bank financial institutions .............. ... .. ........ 20 23,143 28,426
Financial assets at fair value through profitorloss....... ... .. ... .. .. .. . . ... 21 10,251 44,491
Positive fair value of derivatives . . ... ...t 22 7,730 20,335
Financial assets held under resale agreements . ...............c.oouiiniuninnennenn... 23 588,706 208,548
Interestreceivable . ... ... ... 24 40,129 38,297
Loans and advances t0 CUSTOIMIETS . . . . oottt t e e et e e e et et e e 25 4,626,024 3,639,940
Available-for-sale financial assets ... ........... ... 26 649,979 551,156
Held-to-maturity iNVESIMENES . . ... ..ttt ettt et e e et 27 1,408,465 1,041,783
Debt securities classified as receivables .. .............. ... 28 499,575 551,818
Investments in subSIAIaries .. ... ...... ... . it e 29 8,816 4,670
FIXed @SSEtS . . vttt 31 74,098 63,723
Land use rights . . ... 32 17,062 17,229
Intangible assets . .. ... ..ot 33 1,242 1,233
Deferred tax assets . ... ...ttt 35 11,323 8,059
OthEr @SSELS . . o vttt e e e e 36 33,310 26,222
Total assets . .. ... .. 9,565,131 7,526,568
Liabilities:
Borrowings from central banks .. ... .. 6 6
Deposits from banks and non-bank financial institutions . ............... ... ... ... ..... 39 776,582 448,461
Placements from banks and non-bank financial institutions .. .......................... 40 31,968 53,191
Financial liabilities at fair value through profitorloss ............ ... ... . ... ... ... 41 7,992 3,975
Negative fair value of derivatives .. ...... ...t e 22 7,894 18,103
Financial assets sold under repurchase agreements . ..............c.ovuenenenenenen... 42 2,625 864
Deposits from CUSIOMETS . . . . .. oottt e et e e e e e e e e e 43 7,955,240 6,342,985
Accrued staff CoStS .. ... .. e 44 26,708 24,807
Taxes payable . ... ... 45 25,549 35,310
Interest payable . .. ... ... 46 59,442 59,652
PrOVISIONS ..ot 47 1,344 1,806
Debt securities iSSUSd . . .. ..ottt e 48 98,383 52,531
Deferred tax liabilities . . ... ... .. e 35 22 —
Other Habilities . ... .. .. it 49 20,057 21,321
Total liabilities . .. ....... ... ... . . 9,013,812 7,063,012
Equity:
Share capital . ... ... 50 233,689 233,689
Capital TESEIVE . . . ottt ettt e e et e e e e 51 90,266 90,241
Investment revaluation TESEIVE . .. ...ttt t et et e et e e e 52 13,213 11,138
SUIPIUS TESEIVE . . et ittt e e e et e e e e e e e e e e e 53 37,421 26,922
GeNETAl TESEIVE . . ottt et ettt e e e e e e e e e 54 46,209 46,200
Retained arnings . .. ... ...ttt 55 130,785 55,867
EXChange reserve . . ... ..ttt (264) (501)
Total equity ... ... . e 551,319 463,556
Total liabilities and equity ........... ... ... ... . .. . . . . 9,565,131 7,526,568
Approved and authorised for issue by the board of directors on 26 March 2010.
Zhang Jianguo Tse Hau Yin, Aloysius Li Xiaoling
Vice chairman, executive director and president Independent non-executive director Non-executive director
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2009
(Expressed in millions of RMB unless otherwise stated)

Attributable to equity shareholders of the Bank

Investment
Share Capital revaluation Surplus General Retained Exchange Minority Total
capital reserve reserve reserve reserve earnings reserve interests equity
As at1 January 2009 ............ 233,689 90,241 11,156 26,922 46,628 59,593 (2,263) 1,596 467,562
Movements during the year .. ..... — 25 2,007 10,499 178 76,519 281 1,949 91,458
(1) Total comprehensive income
fortheyear ................ — 25 2,007 — — 106,756 281 89 109,158
(2) Changes in share capital . . . . .. — — — — — — — 1,878 1,878
i Disposal of shares of
subsidiaries to minority
Interests . ................ — — — — — — — 100 100
ii Minority interests of new
subsidiaries .............. — — — — — — — 130 130
iii Minority interest of
acquisition of a subsidiary .. — — — — — — — 1,648 1,648
(3) Profit distribution ........... — — — 10,499 178 (30,237) — (18) (19,578)
1 Appropriation to surplus
TESCIVE . oo vev e e — — — 10,499 — (10,499) — — —
ii Appropriation to general
TESEIVE . o v v ee e — — — — 178 (178) — — —
iii Appropriation to equity
shareholders ............. — — — — — (19,560) — (18) (19,578)
As at 31 December 2009 .......... 233,689 90,266 13,163 37,421 46,806 136,112 (1,982) 3,545 559,020
As at1 January 2008 ............ 233,689 90,241 16,408 17,845 31,548 32,164 (918) 1,304 422,281
Movements during the year ....... — — (5,252 9,077 15,080 27,429 (1,345) 292 45,281
(1) Total comprehensive income
fortheyear ................ — — (5,252 — — 92,599 (1,345) 41 86,043
(2) Changes in share capital . . . . .. — — — — — — — 274 274
1 Capital injection by minority
interests . ................ — — — — — — — 212 212
ii Disposal of shares of a
subsidiary to minority
interests . ................ — — — — — — — 38 38
iii Minority interests of a new
subsidiary ............... — — — — — — — 24 24
(3) Profit distribution ........... — — — 9,077 15,080 (65,170) — (23) (41,036)
i Appropriation to surplus
TESEIVE . oo veveeee e — — — 9,077 — (9,077) — — —
ii Appropriation to general
TESEIVE . v v oot ee e — — — — 15,080 (15,080) — — —
iii Appropriation to equity
shareholders ............. — — — — — (41,013) — (23) (41,036)
As at 31 December 2008 .......... 233,689 90,241 11,156 26,922 46,628 59,593 (2,263) 1,596 467,562
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Statement of Changes in Equity

For the year ended 31 December 2009
(Expressed in millions of RMB unless otherwise stated)

Investment
Share  Capital revaluation Surplus General Retained Exchange Total
capital reserve  reserve reserve reserve earnings reserve equity

As at 1 January 2009 .............. 233,689 90,241 11,138 26,922 46,200 55,867 (501) 463,556
Movements during the year ......... — 25 2,075 10,499 9 74918 237 87,763
(1) Total comprehensive income for

theyear ..................... — 25 2,075 — — 104,986 237 107,323
(2) Profit distribution . ............ — — — 10,499 9 (30,068) —  (19,560)

i Appropriation to surplus reserve . . . — — — 10,499 — (10,499) — _

ii Appropriation to general reserve . . . — — — — 9 9) _ —

iii Appropriation to equity

shareholders ................... — — — — — (19,560) —  (19,560)

As at 31 December 2009 ... ......... 233,689 90,266 13,213 37,421 46,209 130,785 (264) 551,319
As at 1 January 2008 .............. 233,689 90,241 16,388 17,845 31,200 30,190 (36) 419,517
Movements during the year .. ....... — —  (5,250) 9,077 15,000 25,677 (465) 44,039
(1) Total comprehensive income for

theyear ..................... — —  (5,250) — — 90,767 (465) 85,052
(2) Profit distribution . ............ — — — 9,077 15,000 (65,090) —  (41,013)

i Appropriation to surplus reserve . .. _ _ — 9,077 — (9,077) _ _

ii Appropriation to general reserve . . . _ _ _ — 15,000 (15,000) _ _
iii Appropriation to equity

shareholders . .................. — — — — — (41,013) —  (41,013)
As at 31 December 2008 . ........... 233,689 90,241 11,138 26,922 46,200 55,867 (501) 463,556
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Consolidated Statement of Cash Flows

For the year ended 31 December 2009
(Expressed in millions of RMB unless otherwise stated)

Note

Cash flows from operating activities

Profitbefore tax . ... ...

Adjustments for:
—Impairment 10SSes . .. ..... ..t 13
—Depreciation and amortisation . .............. ... 12
—Unwinding of discount . ............. . ... i
—Revaluation gain on financial instruments at fair value through profit or

0SS . e et

—Share of profit less losses of associates and jointly controlled entities . . ..
—Dividend income . . ... ... 9
—Unrealised foreign exchange (gain)/loss ... ............ ... ...
—Interest expense on bonds issued . ........... ...
—Net (gain)/loss on disposal of investment securities . .................. 10
—Net gain on disposal of fixed assets and other long-term assets ..........

Changes in operating assets:

Net increase in deposits with central banks and with banks and non-bank financial
INSHIULIONS .« . ottt e et e e e e e e e e e e e e

Net (increase)/decrease in placements with banks and non-bank financial
INSHIULIONS « . ottt et ettt e e e e e e e e e e e

Net increase in loans and advances to CUStOMErS ... ..........couvuenenenn...

Net increase in financial assets held under resale agreements .................

Decrease/(increase) in other operating assets .. ............c.ocvuirenenenn ..

Changes in operating liabilities:
Net (decrease)/increase in placements from banks and non-bank financial
INSHEULIONS . ..ot
Net increase in deposits from customers and from banks and non-bank financial
INSHIULIONS . ..ot
Net decrease in financial assets sold under repurchase agreements .............
Net increase in certificates of depositissued ............ ... .. .. ... .. ... ..
Income tax paid . .. ... ..o
Increase in other operating liabilities . .......... .. .. .. .. .. .. .. . ...

Net cash from operating activities .....................................
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2009 2008
138,725 119,741
25,460 50,829
10,876 9,351
(1,270)  (1,564)
924)  (1,977)
17) (16)
(100) (150)
(3,628) 10,454
3,211 2,030
(4,471) 2,252
(110) (99)
167,752 190,851
(258,955) (198,447)
(1,243) 7,770
(1,030,197) (551,987)
(381,058) (71,322)
18,705  (89,651)
(1,652,748) (903,637)
(6,947) 15,084
1,948,273 989,418
(864) (107,171)
4,107 2,435
(44,567) (32,187)
8,573 25,853
1,908,575 893,432
423,579 180,646
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Consolidated Statement of Cash Flows

For the year ended 31 December 2009
(Expressed in millions of RMB unless otherwise stated)

Note 2009 2008
Cash flows from investing activities
Proceeds from disposal and redemption of investment . .................... 1,168,724 968,424
Dividend received .. ... ..o 106 150
Proceeds from disposal of fixed assets and other long-term assets ............ 727 655
Proceeds from acquisition of subsidiaries ............... ... .. ... ... ... 56(2) 3,862 24
Proceeds from capital contribution by minority interests ... ................. 56(4) — 212
Proceeds from disposal of shares of subsidiaries .......................... 56(5) 100 38
Payments on acquisition of investment . .............. .. .. .. .. ..., (1,568,911) (912,363)
Payments on acquisition of fixed assets and other long-term assets ........... (22,045)  (17,699)
Payments on acquisition of associates and jointly controlled entities .......... 56(3) 54) (682)
Net cash (used in)/from investing activities ............................ (417,491) 38,759
Cash flows from financing activities
Proceeds frombondsissued . ........... ... 79,880 2,852
Dividend paid . ... ... . (19,576)  (40,960)
Interest paid on bonds issued . .......... ... (1,972) (2,005)
Repayments of debt securities issued . ............coiiiiii . (40,000) —
Net cash from/(used in) financing activities ............................ 18,332  (40,113)
Effect of exchange rate changes on cash and cash equivalents . . ........... 18 (3,989)
Net increase in cash and cash equivalents ............................. 24,438 175,303
Cash and cash equivalentsasat 1 January ............................ 56(1) 355,811 180,508
Cash and cash equivalents as at 31 December .......................... 56(1) 380,249 355,811
Cash flows from operating activities include:
Interest received . ... ... 327,930 283,299
Interest paid, excluding interest expense on bonds issued ................... (125,785) (108,771)
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Notes to the Financial Statements

(Expressed in millions of RMB unless otherwise stated)

1 COMPANY INFORMATION

China Construction Bank Corporation (the “Bank™) is a joint-stock company with limited liability
incorporated in the People’s Republic of China (the “PRC”) on 17 September 2004, as a result of a separation
procedure undertaken by the predecessor of the Bank, China Construction Bank (“CCB”). Under the terms of the
separation, the Bank succeeded to the commercial banking business and related assets and liabilities of CCB as at
31 December 2003.

The registered office of the Bank is located at No. 25, Finance Street, Xicheng District, Beijing, the PRC.
The Bank obtained the financial service certificate on 15 September 2004, as approved by the China Banking
Regulatory Commission (the “CBRC”) and the business license on 17 September 2004, as approved by the State
Administration for Industry and Commerce of the PRC.

In October 2005 and September 2007, the Bank publicly offered H shares on the Main Board of the Stock
Exchange of Hong Kong Limited and A shares on the Shanghai Stock Exchange respectively. All H and A shares
rank pari passu with the same rights and benefits.

For the purpose of these financial statements, Mainland China refers to the PRC excluding the Hong Kong
Special Administrative Region of the PRC (“Hong Kong”), the Macau Special Administrative Region of the PRC
and Taiwan. Overseas refers to countries and regions other than Mainland China.

The principal activities of the Bank and its subsidiaries (collectively the “Group”) are the provision of
corporate and personal banking services, conducting treasury business, the provision of asset management,
trustee, finance leasing and other financial services. The Group mainly operates in Mainland China and also has
several overseas branches and subsidiaries.

The Bank is under the supervision of the banking regulatory bodies empowered by the State Council of the
PRC (the “State Council”). The overseas financial operations of the Bank are under the supervision of their
respective local jurisdictions. Central Huijin Investments Limited (“Huijin”), a wholly owned subsidiary of
China Investment Corporation (“CIC”), exercises the rights and obligations as an investor on behalf of the PRC
Government.

These financial statements were authorised for issue by the board of directors of the Bank on 26 March
2010.

2 BASIS OF PREPARATION

These financial statements for the year ended 31 December 2009 comprise the Bank and its subsidiaries and
the Group’s interests in associates and jointly controlled entities.

(1) Basis of measurement

These financial statements have been prepared on the historical cost basis except that: (i) financial
instruments designated at fair value through profit or loss are measured at fair value; (ii) derivative financial
instruments are measured at fair value; (iii) available-for-sale financial assets are measured at fair value; and
(iv) certain non-financial assets are measured at deemed cost. The measurement basis of major assets and
liabilities are further explained in Note 4.
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(2) Functional and presentation currency

These financial statements are presented in RMB, unless otherwise stated, rounded to the nearest million,
which is the functional currency of domestic branches and subsidiaries of the Group. The functional currencies of
overseas branches and subsidiaries are determined in accordance with the primary economic environment in
which they operate, and are translated into RMB for the preparation of these financial statements according to
Note 4(2)(b).

(3) Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities,
income and expenses. Actual results may differ from these estimates.

The estimates and associated assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods affected.

Judgements that have a significant effect on the financial statements and estimates with a significant risk of
material adjustments in the subsequent period are discussed in Note 4(22).

3 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) as issued by the International Accounting Standards Board (“IASB”) and the disclosure
requirements of the Hong Kong Companies Ordinance. These financial statements also comply with the
applicable disclosure provisions of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.

During 2009, the Group adopted the following amendments to standards and interpretations: (i) IAS 1
(revised 2007) Presentation of financial statements; (ii)) Amendments to IAS 27, Consolidated and separate
financial statements—cost of an investment in a subsidiary, jointly controlled entity or associate;
(iii) Improvements to IFRSs (2008); (iv) Amendments to IFRS 7, Financial instruments: Disclosures-improving
disclosures about financial instruments; and (v) IFRS 8, Operating segments.

IAS 1 (revised 2007) Presentation of financial statements requires to present, in a statement of changes in
equity, all changes in equity arising from transactions with shareholders in their capacity as shareholders (ie
shareholder changes in equity). All non-shareholder changes in equity (ie comprehensive income) are required to
be presented in one statement of comprehensive income or in two statements (a separate income statement and a
statement of comprehensive income). Reclassification adjustments and income tax relating to each component of
other comprehensive income shall be disclosed. Components of comprehensive income are not permitted to be
presented in the statement of changes in equity. Dividends recognised and related amounts per share are not
permitted to be presented in the statement of comprehensive income.

Amendments to cost of an investment in a subsidiary, jointly controlled entity or associate of IAS 27 and 35
amendments across 20 different standards of Improvements to IFRSs (2008) largely clarify relevant accounting
treatments.

As a result of the adoption of the amendments to IFRS 7, the financial statements include expanded
disclosures in note 62(6) about the fair value measurement of the Group’s financial instruments, categorising

these fair value measurements into a three-level fair value hierarchy according to the extent to which they are
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based on observable market data. The Group has taken advantage of the transitional provisions set out in the
amendments to IFRS 7, under which comparative information for the newly required disclosures about the fair
value measurements of financial instruments has not been provided.

IFRS 8, Operating segments requires identification of operating segments on the basis of internal reports
that are regularly reviewed by the entity’s chief operating decision maker in order to allocate resources to the
segment and assess its performance. IFRS 8 clarifies the amount reported for each operating segment item to be
the measure reported to the chief operating decision maker for the purposes of allocating resources to the
segment and assessing its performance.

The accounting policies set out below have been applied consistently by the Group to all periods presented
in these financial statements.

4 SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES
(1) Consolidated financial statements
(a) Business combinations

The Group, at the acquisition date, allocates the cost of a business combination by recognising the
acquiree’s identifiable assets, liabilities and contingent liabilities at their fair value at that day. Where the cost of
a business combination exceeds the Group’s interest in the fair value of the acquiree’s identifiable net assets, the
difference is recognised as goodwill in accordance with the accounting policies set out in Note 4(9); where the
cost of a business combination is less than the Group’s interest in the fair value of the acquiree’s identifiable net
assets, the difference is recognised in profit or loss.

Acquisition date mentioned above is the date that the Group effectively obtains control of the acquiree.

(b) Subsidiaries and minority interests

Subsidiaries are those enterprises controlled by the Bank. Control exists when the Bank has the power,
directly or indirectly, to govern the financial and operating policies of an enterprise so as to obtain benefits from
its operating activities. In assessing control, potential voting rights that presently are exercisable are taken into
account.

For the separate financial statements of the Bank, investments in subsidiaries are accounted for at cost. At
initial recognition, investment in subsidiaries is measured at: the cost of acquisition determined at the acquisition
date when the subsidiaries are acquired through business combination; or the cost of capital injected into the
subsidiaries set up by the Group. Impairment losses on investments in subsidiaries are accounted for in
accordance with the accounting policies as set out in Note 4(11).

The results and affairs of subsidiaries are included in the consolidated financial statements from the date that
control commences until the date that control ceases. When preparing the consolidated financial statements, the
Bank shall make necessary adjustments on the accounting period and accounting policies of subsidiaries to
comply with those of the Bank.

Intragroup balances and transactions, and any profits or losses arising from intragroup transactions are
eliminated in full in preparing the consolidated financial statements.

The portion of a subsidiary’s net assets that is attributable to equity interests that are not owned by the Bank,
whether directly or indirectly through subsidiaries, is treated as minority interests and presented as “minority
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interests” in the consolidated statement of financial position within total equity. The portion of net profit or loss
and other comprehensive income of subsidiaries for the year attributable to minority interests is separately
presented in the consolidated statement of comprehensive income as a component of the Group’s net profit.

Where losses applicable to the minority exceed the minority’s interest in the equity of a subsidiary, the
excess, and any further losses applicable to the minority, are charged against the Group’s interest except to the
extent that the minority has a binding obligation (such as the articles of association or agreement stipulate) to,
and is able to, make additional investment to cover the losses. If the subsidiary subsequently reports profits, the
Group’s interest is allocated all such profits until the minority’s share of losses previously absorbed by the Group
has been recovered.

(c) Special purpose entities

The Group has established a number of Special Purpose Entities (“SPEs”) for investment and securitisation
purposes. The Group evaluates the substance of its relationship with the SPEs as well as the SPEs’ risks and
rewards to determine whether the Group controls the SPEs. The following circumstances, which may indicate a
relationship in which the Group controls a SPE are taken into account: (i) in substance, the activities of the SPE
are being conducted on behalf of the Group according to its specific business needs so that the Group obtains
benefits from the SPE’s operations; (ii) in substance, the Group has the decision-making powers to obtain the
majority of the benefits of the activities of the SPE; (iii) in substance, the Group has rights to obtain the majority
of the benefits of the SPE and therefore may be exposed to risks incident to the activities of the SPE; or (iv) in
substance, the Group retains the majority of the residual or ownership risks related to the SPE or its assets in
order to obtain benefits from its activities. Where the evaluation result indicates that control exists, the Group
will consolidate the SPE.

(d) Associates and jointly controlled entities

An associate is an enterprise in which the Group has significant influence. Significant influence is the power
to participate in the financial and operating policy decisions of the investee but is not control or joint control over
those policy decisions.

A jointly controlled entity is an enterprise which operates under joint control between the Group and other
parties. Joint control is the contractually agreed sharing of control over an economic activity, and exists only
when the strategic financial and operating decisions relating to the activity require the unanimous consent of the
parties sharing the control.

Investments in associate or jointly controlled entity are accounted for using the equity method in the
consolidated financial statements and are initially recorded at acquisition cost, and adjusted thereafter for the post
acquisition change in the Group’s share of net assets of the associate or jointly controlled entity. The Group’s
share of the post-acquisition, post-tax results of the associate or jointly controlled entity for the year is recognised
in the consolidated statement of comprehensive income. The Group’s interest in associate or jointly controlled
entity is included from the date that significant influence or joint control commences until the date that
significant influence or joint control ceases.

Profits and losses resulting from transactions between the Group and its associate or jointly controlled entity
are eliminated to the extent of the Group’s interest in the associate or jointly controlled entity.

The Group discontinues recognising its share of net losses of the associate or jointly controlled entity after
the carrying amount of investments in associate and jointly controlled entity together with any long-term interests

that in substance form part of the Group’s net investment in the associate or jointly controlled entity are reduced
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to zero, except to the extent that the Group has incurred legal or constructive obligations to assume additional
losses. Where the associate or jointly controlled entity makes net profits subsequently, the Group resumes
recognising its share of those profits only after its share of the profits equals the share of losses not recognised.

(2) Translation of foreign currencies
(a) Translation of foreign currency transactions

Foreign currency transactions are, on initial recognition, translated into the functional currency at the spot
exchange rates at the dates of the transactions. At the end of each reporting period, monetary items denominated
in foreign currencies are translated into the functional currency at the spot exchange rates at that date. The
resulting exchange differences are recognised in profit or loss. Non-monetary items denominated in foreign
currencies that are measured at historical cost are translated into functional currency using the spot exchange
rates at the transaction dates. Non-monetary items denominated in foreign currencies that are measured at fair
value are translated using the spot exchange rates at the dates the fair values are determined; exchange
differences are recognised in profit or loss, except for the differences arising from the translation of
available-for-sale equity instruments, which are recognised in other comprehensive income.

(b) Translation of financial statements denominated in foreign currencies

Foreign currency financial statements of overseas branches and subsidiaries are translated into RMB for the
preparation of consolidated financial statements. At the end of each reporting period, the assets and liabilities in
the financial statements denominated in foreign currencies are translated into RMB at the spot exchange rates
ruling at that date. The income and expenses of foreign operations are translated into RMB at the spot exchange
rates or the rates that approximate the spot exchange rates on the transaction dates. Foreign exchange differences
arising from foreign operations are recognised as “exchange reserve” in the shareholder’s equity in the statement
of financial position.

(3) Financial instruments
(a) Categorisation

The Group classifies financial instruments into different categories at inception, depending on the purposes
for which the assets were acquired or the liabilities were incurred. The categories are: financial assets and
financial liabilities at fair value through profit or loss, held-to-maturity investments, loans and receivables,
available-for-sale financial assets and other financial liabilities.

Financial assets and financial liabilities at fair value through profit or loss

Financial assets and financial liabilities at fair value through profit or loss include those classified as held
for trading, and those designated as at fair value through profit or loss.

A financial asset or financial liability is classified as held for trading if it is: (i) acquired or incurred
principally for the purpose of selling or repurchasing it in the near term; (ii) part of a portfolio of identified
financial instruments that are managed together and for which there is evidence of a recent actual pattern of
short-term profit-taking; or (iii) a derivative (except for a derivative that is a designated and effective hedging
instrument or a financial guarantee contract).

Financial assets or financial liabilities are designated at fair value through profit or loss upon initial
recognition when: (i) the financial assets or financial liabilities are managed, evaluated and reported internally on

a fair value basis; (ii) the designation eliminates or significantly reduces an accounting mismatch in the gain and
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loss recognition arising from the difference in measurement basis of the financial assets or financial liabilities; or
(iii) if a contract contains one or more embedded derivatives, an entity may designate the entire hybrid
(combined) contract as a financial asset or financial liability at fair value through profit or loss unless: the
embedded derivative(s) does not significantly modify the cash flows that otherwise would be required by the
contract; or it is clear with little or no analysis when a similar hybrid (combined) instrument is first considered
that separation of the embedded derivative(s) is prohibited.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and
fixed maturity that the Group has the positive intention and ability to hold to maturity, other than: (i) those that
the Group, upon initial recognition, designates as at fair value through profit or loss or as available-for-sale; or
(ii) those that meet the definition of loans and receivables.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market, other than: (i) those that the Group intends to sell immediately or in the near term,
which will be classified as held for trading; (ii) those that the Group, upon initial recognition, designates as at fair
value through profit or loss or as available-for-sale; or (iii) those where the Group may not recover substantially
all of its initial investment, other than because of credit deterioration, which will be classified as
available-for-sale. Loans and receivables mainly comprise deposits with central banks, deposits and placements
with banks and non-bank financial institutions, financial assets held under resale agreements, loans and advances
to customers, and debt securities classified as receivables.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as
available-for-sale or are not classified as: (i) financial assets at fair value through profit or loss;
(ii) held-to-maturity investments; or (iii) loans and receivables.

Other financial liabilities

Other financial liabilities are financial liabilities other than those designated as at fair value through profit or
loss and mainly comprise borrowings from central banks, deposits and placements from banks and non-bank
financial institutions, financial assets sold under repurchase agreements, deposits from customers and debt
securities issued.

Investment securities in the financial statements comprise the securities classified as held-to-maturity
investments, available-for-sale financial assets and debt securities classified as receivables.

(b) Derivatives and embedded derivatives

The Group uses derivatives to hedge its exposure to foreign exchange and interest rate risks. Derivatives are
recognised at fair value upon initial recognition. The positive fair value is recognised as an asset while the
negative fair value is recognised as a liability. The gain or loss on re-measurement to fair value is recognised in
profit or loss.

Certain derivatives are embedded into non-derivative hybrid instruments (the host contracts). The embedded
derivatives are separated from the host contract and accounted for as a separate derivative when (i) the economic
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characteristics and risks of the embedded derivative are not closely related to the host contract; (ii) a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative; and (iii) the
hybrid (combined) instrument is not measured at fair value with changes in fair value recognised in profit or loss.
When the embedded derivative is separated, the host contract is accounted for as a financial instrument in
accordance with the accounting policies as set out in Note 4(3).

(c) Recognition and derecognition

All financial assets and financial liabilities are recognised in the statement of financial position, when and
only when, the Group becomes a party to the contractual provisions of the instrument.

The Group derecognises a financial asset if the part being considered for derecognition meets one of the
following conditions: (i) the contractual rights to receive the cash flows from the financial asset expire; or (ii) the
contractual rights to receive the cash flows of the financial asset have been transferred and the Group transfers
substantially all the risks and rewards of ownership of the financial asset; or (iii) the Group retains the contractual
rights to receive the cash flows of the financial asset, but assumes a contractual obligation to pay the cash flows
to the eventual recipient in an agreement that meets all the conditions of transfer of cash flows and transfers
substantially all the risks and rewards of ownership of the financial asset.

If the Group neither transfers nor retains substantially all the risks and rewards of ownership of the financial
asset, but retains control, the Group continues to recognise the financial asset to the extent of its continuing
involvement in the financial asset. If the Group has not retained control, it derecognises the financial asset and
recognises separately as assets or liabilities any rights and obligations created or retained in the transfer.

The financial liability is derecognised only when: (i) the underlying present obligation specified in the
contracts is discharged, cancelled or expired, or (ii) an agreement between the Group and an existing lender to
replace the original financial liability with a new financial liability with substantially different terms, or a
substantial modification of the terms of an existing financial liability is accounted for as an extinguishment of the
original financial liability and recognition of a new financial liability. The difference between the carrying
amount of the financial liability derecognised and the consideration paid is recognised in profit or loss.

(d) Measurement

Financial instruments are measured initially at fair value plus, in the case of a financial instrument not at fair
value through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the
instrument. Transaction costs for financial instruments at fair value through profit or loss are expensed
immediately.

Subsequent to initial recognition, held-to-maturity investments, loans and receivables and other financial
liabilities are measured at amortised cost, while other categories of financial instruments are measured at fair
value, without any deduction for transaction costs that may occur on sale or other disposal. Investments in
available-for-sale equity instruments that do not have a quoted market price in an active market and whose fair
value cannot be reliably measured, and derivatives that are linked to and must be settled by delivery of such
unquoted equity instruments are measured at cost less impairment losses, if any.

Gains and losses from changes in the fair value of financial instruments at fair value through profit or loss
are recognised in profit or loss.

Unrealised gains and losses arising from changes in the fair value of available-for-sale financial assets are

recognised in other comprehensive income and accumulated separately in equity, except for impairment losses and
foreign exchange gains and losses on monetary items such as debt securities which are recognised in profit or loss.
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When the available-for-sale financial assets are sold, gains or losses on disposal are recognised in profit or
loss. Gains or losses on disposal include those previously recognised in other comprehensive income and
reclassified into the profit or loss.

For financial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in profit or
loss when the financial asset or financial liability is derecognised, impaired, or through the amortisation process.

(e) Impairment

At the end of each reporting period, the Group assesses the carrying amount of financial assets (except for
those at fair value through profit or loss). If there is any objective evidence that a financial asset is impaired, the
Group will recognise the impairment loss in profit or loss. Losses expected as a result of future events, no matter
how likely, are not recognised as impairment losses.

Objective evidence that a financial asset is impaired includes one or more events that occurred after the
initial recognition of the asset where the event (or events) has an impact on the estimated future cash flows of the
financial asset that can be reliably estimated. Objective evidence includes the following loss event:

»  significant financial difficulty of the borrower or issuer;
e abreach of contract, such as a default or delinquency in interest or principal payments;

*  the Group, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the
borrower a concession that the Group would not otherwise consider;

* it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
e disappearance of an active market for financial assets because of financial difficulties;

e observable data indicating that there is a measurable decrease in the estimated future cash flows from a
group of financial assets since the initial recognition of those assets, although the decrease cannot yet
be identified with the individual financial assets in the group, including: adverse changes in the
payment status of borrowers in the group, an increase in the unemployment rate in the geographical
area of the borrowers, a decrease in property prices for mortgages in the relevant area, or adverse
changes in industry conditions that affect the borrowers in the group;

*  significant changes in the technological, market, economic or legal environment that have an adverse
effect on the issuer of an equity instrument;

e a significant or prolonged decline in the fair value of an investment in an equity instrument below its
cost; and

»  other objective evidence indicating there is an impairment of the financial asset.

Loans and receivables and held-to-maturity investments
Individual assessment

Loans and receivables and held-to-maturity investments, which are considered individually significant, are
assessed individually for impairment. If there is objective evidence that an impairment loss on loans and
receivables or held-to-maturity investments carried at amortised cost has been incurred on an individual basis, 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 asset’s original effective interest rate, and recognised in profit or
loss.
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Cash flows relating to short-term loans and receivables and held-to-maturity investments are not discounted
if the effect of discounting is immaterial. The calculation of the present value of the estimated future cash flows
of a collateralised loan or receivable reflects the cash flows that may result from foreclosure less costs for
obtaining and selling the collateral, whether or not foreclosure is probable.

Collective assessment

Homogeneous groups of loans and advances to customers not considered individually significant and
individually assessed loans and receivables and held-to-maturity investments with no objective evidence of
impairment on an individual basis are assessed for impairment losses on a collective basis. If there is observable
data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial assets
since the initial recognition of those financial assets, the impairment is recognised and recorded in profit or loss.

For homogeneous groups of loans and advances that are not considered individually significant, the Group
adopts a flow rate methodology to assess impairment losses on a collective basis. This methodology utilises a
statistical analysis of historical trends of probability of default and amount of consequential loss, as well as an
adjustment of observable data that reflects the current economic conditions.

Loans and receivables and held-to-maturity investments which are individually significant and therefore
have been individually assessed but for which no impairment can be identified, are grouped together in portfolios
of similar credit risk characteristics for the purpose of assessing a collective impairment loss. The collective
impairment loss is assessed after taking into account: (i) historical loss experience in portfolios of similar risk
characteristics; (i) the emergence period between a loss occurring and that loss being identified; and (iii) the
current economic and credit environments and whether in management’s experience these indicate that the actual
level of inherent losses is likely to be greater or less than that suggested by historical experience.

The emergence period between a loss occurring and its identification is determined by management based
on the historical experience of the markets where the Group operates.

Impairment losses recognised on a collective basis represent an interim step pending the identification of
impairment losses on individual assets (which are subject to individual assessment) in the pool of financial assets
that are collectively assessed for impairment.

At the end of each reporting period, collective assessment covers those loans and receivables and
held-to-maturity investments that were impaired but was not individually identified as such until some time in the
future. As soon as information is available to specifically identify objective evidence of impairment on individual
assets in a pool, those assets are removed from the pool of collectively assessed financial assets.

Impairment reversal and loan write-off

If, in a subsequent period, the amount of the impairment loss on loans and receivables and held-to-maturity
investments decreases and the decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed. The amount of the reversal is recognised in
profit or loss. The reversal shall not result in a carrying amount of the financial asset that exceeds the amortised
cost at the date of the reversal had the impairment not been recognised.

When the Group determines that a loan has no reasonable prospect of recovery after the Group has
completed all the necessary legal or other proceedings, the loan is written off against its allowance for
impairment losses. If in a subsequent period the loan written off is recovered, the amount recovered will be
recognised in profit or loss through impairment losses.
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Rescheduled loans

Rescheduled loans are loans that have been restructured due to deterioration in the borrower’s financial
position to the extent that the borrower is unable to repay according to the original terms and where the Group has
made concessions that it would not otherwise consider under normal circumstances. Rescheduled loans are assessed
individually and classified as impaired loans and advances upon restructuring. Rescheduled loans are subject to
ongoing monitoring. Once a rescheduled loan has met specific conditions by the end of the observation period of
normally 6 months, with the approval from management, they would no longer be considered as impaired.

Available-for-sale financial assets

When an available-for-sale financial asset is impaired, the cumulative loss arising from decline in fair value
that had been recognised in other comprehensive income is reclassified to the profit or loss even though the
financial asset has not been derecognised. The amount of the cumulative loss that is removed from equity is the
difference between the acquisition cost (net of any principal repayment and amortisation) and current fair value,
less any impairment loss on that financial asset previously recognised in profit or loss. For available-for-sale
investments in equity instruments measured at cost, the amount of any impairment loss is measured as the
difference between the carrying amount of the financial asset and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset and recognised in profit or loss.

If, in a subsequent period, the fair value of available-for-sale financial assets increases and the increase can
be objectively related to an event occurring after the impairment loss was recognised, the impairment loss shall
be treated in accordance with the following principles: (i) the impairment loss on debt instruments classified as
available-for-sale shall be reversed, with the amount of the reversal recognised in profit or loss; (ii) the
impairment loss on equity instruments classified as available-for-sale shall not be reversed through the profit or
loss. Any subsequent increase in the fair value of such assets is recognised in other comprehensive income; or
(iii) the impairment loss in respect of available-for-sale equity investments carried at cost shall not be reversed.

(f) Fair value measurement

If there is an active market for financial instruments, the fair value of financial instruments is based on
quoted market prices without any deduction for transaction costs that may occur on sales or disposals. The
appropriate quoted price in an active market for financial assets held or liabilities to be issued is usually the
current bid price and for financial assets to be acquired or liabilities held, the asking price. A quoted price is from
an active market where price information is readily and regularly available from an exchange, dealer, industry
group or pricing service agency and that price information represents actual and regularly occurring market
transactions on an arm’s length basis.

If a quoted market price is not available, the fair value of the financial instruments is estimated using
valuation techniques. Valuation techniques applied include recent arm’s length market transactions between
knowledgeable and willing parties, reference to the fair value of another instrument that is substantially the same,
discounted cash flow analysis and option pricing models. The Group selects valuation techniques that are
commonly accepted by market participants for pricing the instruments and these techniques have been
demonstrated to provide reliable estimates of prices obtained in actual market transactions. Periodically, the
Group reviews the valuation techniques and tests them for validity.

(g) Offsetting

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial
position when the Group has a legally enforceable right to offset the recognised amounts and the transactions are
intended to be settled on a net basis, or by realising the asset and settling the liability simultaneously.
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(h) Securitisations

The Group securitises certain loans, which generally involves the sale of these assets to SPEs, which in turn
issue securities to investors. Interests in the securitised financial assets may be retained in the form of credit
enhancement or subordinated tranches, or other residual interests (“retained interests”). Retained interests are
carried at fair value on inception date on the Group’s statement of financial position. Gains or losses on
securitisation are the difference between the carrying amount of the transferred financial assets and the
consideration received (including retained interest) which is recognised in profit or loss.

(i) Financial assets held under resale agreements and financial assets sold under repurchase agreements

Financial assets held under resale agreements are transactions where the Group acquires financial assets
which will be resold at a predetermined price at a future date under resale agreements. Financial assets sold under
repurchase agreements are transactions where the Group sells financial assets which will be repurchased at a
predetermined price at a future date under repurchase agreements.

The cash advanced or received is recognised as amounts held under resale or sold under repurchase
agreements in the statement of financial position. Assets held under resale agreements are not recognised. Assets
sold under repurchase agreements continue to be recognised in the statement of financial position.

The difference between the purchase and resale consideration, and that between the sale and repurchase
consideration, is amortised over the period of the respective transaction using the effective interest method and is
included in interest income and interest expenses respectively.

(4) Precious metals

Precious metals comprise gold and other precious metals. Precious metals that are acquired by the Group
principally for trading purpose are initially recognised at fair value and re-measured at fair value less cost to sell
with changes in fair value less cost to sell included in “net trading gain” in the statement of comprehensive
income. Precious metals that are not acquired by the Group principally for trading purpose are carried at lower of
cost and net realisable value.

(5) Fixed assets

Fixed assets are assets held by the Group for the conduct of business and are expected to be used for more
than one year. Construction in progress is the property and equipment under construction, which is transferred to
fixed assets when ready for its intended use.

(a) Cost

Fixed assets are initially recognised at cost, except for the fixed assets and construction in progress obtained
from CCB by the Bank which were recognised at the revalued amount as deemed cost on the Restructuring Date.
The cost of a purchased fixed asset comprises the purchase price, related taxes, and any directly attributable
expenditures for bringing the asset to working condition for its intended use. The cost of a self-constructed fixed
asset comprises the construction materials, direct labour costs and those expenditures necessarily incurred for
bringing the asset to working condition for its intended use.

Where the individual components of an item of fixed asset have different useful lives or provide benefits to
the Group in different patterns thus necessitating use of different depreciation rates or methods, they are

recognised as separate fixed assets.
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Subsequent costs, including the cost of replacing part of an item of fixed assets, are recognised in the
carrying amount of the item if the recognition criteria are satisfied, and the carrying amount of the replaced part
is derecognised. Expenditures relating to ordinary maintenance of fixed assets are recognised in profit or loss.

(b) Depreciation and impairment

Depreciation is calculated to write off to the profit or loss the cost of items of fixed assets, less their
estimated residual value, if any, using the straight line method over their estimated useful lives. Impaired fixed
assets are depreciated net of accumulated impairment losses. No depreciation is provided on construction in
progress.

The estimated useful lives, residual values and depreciation rates of respective fixed assets are as follows:

Estimated Estimated net Depreciation
Tprfassets useful lives residual values rates
Bank premises . ... ..ot 30-35 years 3% 2.8%-3.2%
Equipment . . ... ... 3-8 years 3% 12.1%-32.3%
Others ... 4-11 years 3% 8.8%—-24.3%

The Group reviews the estimated useful life and estimated residual value of a fixed asset and the
depreciation method applied at least once a financial year.

Impairment losses on fixed assets are accounted for in accordance with the accounting policies as set out in
Note 4(11).

(c) Disposal

Gains or losses arising from the retirement or disposal of a fixed asset are determined as the difference
between the net disposal proceeds and the carrying amount of the fixed asset and are recognised in profit or loss
on the date of retirement or disposal.

(6) Lease

A finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership of an
asset to the lessee, irrespective of whether the legal title to the asset is eventually transferred or not. An operating
lease is a lease other than a finance lease.

(a) Finance lease

Where the Group is a lessor under finance leases, an amount representing the sum of the minimum lease
payments and initial direct costs at the commencement of the lease term, is included in “loans and advances to
customers” on statement of financial position as a lease receivable. Unrecognised finance income under finance
leases is amortised using the effective interest rate method over the lease term. Finance income implicit in the
lease payment is recognised as “interest income” over the period of the leases in proportion to the funds invested.
Hire purchase contracts having the characteristics of finance leases are accounted for in the same manner as
finance leases.

Impairment losses on lease receivables are accounted for in accordance with the accounting policies as set
out in Note 4(3)(e).

1-20



APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

(b) Operating lease

Where the Group has the use of assets held under operating leases, payments made under the leases are
charged to the profit or loss, using the straight-line method, over the accounting periods covered by the lease
term, except where an alternative basis is more representative of the pattern of benefits to be derived from the
leased assets. Lease incentives received are recognised in profit or loss as an integral part of the aggregate net
lease payments made. Contingent rentals are charged to the profit or loss in the accounting period in which they
are incurred.

(7) Land use rights

The Group acquires land use rights by long-term lease prepayments. Land use rights are initially recognised
at cost. The land use rights obtained from CCB by the Bank on the date of Restructuring were recorded at the
revalued amount. The cost of the land use rights is amortised on a straight-line basis over their authorised useful
lives which range from 30 to 50 years, and charged to the profit or loss. Impaired land use rights are amortised
net of accumulated impairment losses.

Impairment losses on land use rights are accounted for in accordance with the accounting policies as set out
in Note 4(11).

(8) Intangible assets

Software and other intangible assets are initially recognised at cost. The cost less estimated residual values
(if any) of the intangible assets is amortised on a straight-line basis over their useful lives, and charged to the
profit or loss. Impaired intangible assets are amortised net of accumulated impairment losses.

Impairment losses on intangible assets are accounted for in accordance with the accounting policies as set
out in Note 4(11).

(9) Goodwill

Goodwill represents the excess of the cost of a business combination over the Group’s interest in the fair
value of the acquiree’s identifiable net assets. Goodwill is not amortised. Goodwill arising on a business
combination is allocated to each cash-generating unit (“CGU”) or group of CGUs, that is expected to benefit
from the synergies of the combination. The Group performs impairment test on goodwill semi-annually.

Any excess of the Group’s interest in the net fair value of the acquiree’s identifiable net assets over the cost
of a business combination is recognised immediately in profit or loss.

On disposal of the related CGU or group of CGUs, any attributable amount of goodwill net of allowances
for impairment losses, if any, is included in the calculation of the profit or loss on disposal.

Impairment loss on goodwill is accounted for in accordance with the accounting policies as set out in Note 4(11).

(10) Repossessed assets

In the recovery of impaired loans and advances, the Group may take possession of assets held as collateral
through court proceedings or voluntary delivery of possession by the borrowers. Repossessed assets are
recognised and reported in “other assets” in the statement of financial position when the Group intends to achieve
an orderly realisation of the impaired assets and the Group is no longer seeking repayment from the borrower.
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When the Group seizes assets to compensate for the losses of loans and advances and interest receivable, the
repossessed assets are initially recognised at fair value, plus any taxes paid for the seizure of the assets, litigation
fees and other expenses incurred for collecting the repossessed assets are included in the carrying value of
repossessed assets. Repossessed assets are recognised at the carrying value, net of allowances for impairment
losses (Note 4(11)).

(11) Allowances for impairment losses on non-financial assets

At the end of each reporting period, the Group assesses whether there is any indication that a non-financial
asset may be impaired. If any indication exists that an asset may be impaired, the Group estimates the
recoverable amount of the asset.

If there is any indication that an asset may be impaired and it is not possible to estimate the recoverable amount
of an individual asset, the Group determines the recoverable amount of the CGU to which the asset belongs.

CGU is the smallest identifiable group of assets that generates cash inflows that are largely independent of
the cash flows from other assets or groups of assets.

The recoverable amount of an asset (or CGU, group of CGUs) is the higher of its fair value less costs to sell
and the present value of the expected future cash flows. The Group considers all relevant factors in estimating the
present value of future cash flows, such as the expected future cash flows, the useful life and the discount rate.

(a) Testing CGU with goodwill for impairment

For the purpose of impairment testing, goodwill acquired in a business combination is allocated to the CGU
or group of CGUs that is expected to benefit from the synergies of the combination.

A CGU or group of CGUs to which goodwill has been allocated is tested for impairment by the Group semi-
annually, or whenever there is an indication that the CGU or group of CGUs are impaired, by comparing the
carrying amount of the CGU or group of CGUs, including the goodwill, with the recoverable amount of the CGU
or group of CGUs. The recoverable amount of the CGU or group of CGUs are the estimated future cash flows,
which are discounted to their present value using a discount rate that reflects current market assessments of the
time value of money and the risks specific to the CGU or group of CGUs with allocated goodwill.

At the time of impairment testing of a CGU or group of CGUs to which goodwill has been allocated, there
may be an indication of an impairment of an asset within the CGU containing the goodwill. In such
circumstances, the Group tests the asset for impairment first, and recognises any impairment loss for that asset
before testing for impairment on the CGU or group of CGUs containing the goodwill. Similarly, there may be an
indication of an impairment of a CGU within a group of CGUs containing the goodwill. In such circumstances,
the entity tests the CGU for impairment first, and recognises any impairment loss for that CGU, before testing for
impairment the group of CGUs to which the goodwill is allocated.

(b) Impairment loss

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. That reduction is recognised as an impairment loss and charged to the profit
or loss.

For a CGU or a group of CGUs, the amount of impairment loss firstly reduces the carrying amount of any

goodwill allocated to the CGU or group of CGUs, and then reduces the carrying amount of other assets (other
than goodwill) within the CGU or group of CGUs, pro rata on the basis of the carrying amount of each asset.
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(c) Reversing an impairment loss

If, in a subsequent period, the amount of impairment loss of the non-financial asset except for goodwill
decreases and the decrease can be linked objectively to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed through the profit or loss. A reversal of impairment loss is
limited to the asset’s carrying amount that would have been determined had no impairment loss been recognised
in prior periods.

An impairment loss in respect of goodwill is not reversed.

(12) Employee benefits

Employee benefits are all forms of consideration given and other relevant expenditures incurred by the
Group in exchange for services rendered by employees. Except for termination benefits, employee benefits are
recognised as a liability in the period in which the associated services are rendered by its employees, with a
corresponding increase in cost of relevant assets or the expenses in profit or loss. Where payment or settlement is
deferred and the effect of discount would be material, these amounts are stated at their present values in the
statement of financial position.

(a) Staff incentive plan

As approved by the board of directors, for the purposes of providing incentives and rewards to eligible
employees for their past services, the Group awards a specified amount of staff compensation to the staff
incentive plan independently managed by a designated staff committee for those eligible participating employees.
The Group recognises its contribution to the plan when it has a present legal or constructive obligation to make
such payment and a reliable estimate of the obligation can be made.

(b) Defined contribution retirement schemes

Pursuant to the relevant laws and regulations in the PRC, the Group has joined defined contribution
retirement schemes for the employees arranged by local government labour and security authorities. The Group
makes contributions to the retirement schemes at the applicable rates based on the amounts stipulated by the local
government organisations. The contributions are charged to the profit or loss on an accrual basis. When
employees retire, the local government labour and security authorities are responsible for the payment of the
basic retirement benefits to the retired employees.

In addition to the statutory provision schemes, the Bank’s employees have joined the annuity scheme set up
by the Bank under “CCBC Annuity Scheme” (the “scheme”) in accordance with state enterprise annuity
regulations. The Bank has made annuity contributions in proportion to its employees’ gross wages, which are
expensed in profit or loss when the contributions are made.

(c) Supplementary retirement benefits

The Group pays supplementary retirement benefits for its employees in Mainland China who retired on or
before 31 December 2003 in addition to the contributions made to statutory insurance schemes. The Group’s
obligations in respect of supplementary retirement benefits are calculated by estimating the amount of future
obligations that the Group is committed to pay to the employees after their retirement using actuarial techniques.
At the end of each reporting period, such obligations are discounted with interest yield of government bonds with
similar duration. In calculating the Group’s obligations, to the extent that any cumulative unrecognised gains or
losses exceed 10% of the present value of the obligation at the end of each reporting period, that portion is
recognised in profit or loss. Otherwise, the gain or loss is not recognised.
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(d) Housing fund and other social insurance

In accordance with the related laws, regulations and policies of the PRC, the Group participates in
mandatory social insurance programmes, including housing fund, basic medical insurance, unemployment
insurance, work injury insurance and maternity insurance etc. The Group makes housing fund and social
insurance contributions to government agencies in proportion to each employees’ salary and expenses and
recognises them in profit or loss on an accrual basis.

(e) Termination benefits

Where the Group terminates the employment relationship with employees before the end of the employment
contracts or provides compensation as an offer to encourage employees to accept voluntary redundancy, a
provision is recognised for the compensation arising from termination of employment relationship, with a
corresponding charge to the profit or loss for the current period, when both of the following conditions are
satisfied: (i) the Group has a formal plan for termination of employment relationship or has made an offer for
voluntary redundancy, which will be implemented immediately; (ii) the Group cannot unilaterally withdraw from
the termination plan or the redundancy offer.

Early retirement expenses

The Group recognises the present value of all its liabilities to employees who agreed to retire early in return
for certain future payments as expenses in profit or loss when the relevant staff accepts the early retirement
arrangement and ceases to provide any services to the Group. Differences arising from changes in assumptions
and estimates of the present value of the liabilities are recognised in profit or loss when incurred.

(13) Provisions and contingent liabilities

A provision is recognised in the statement of financial position if, as the result of a past event, the Group has
a present legal or constructive obligation that can be reliably estimated and it is probable that an outflow of
economic benefits will be required to settle the obligation. A provision is initially measured at the best estimate
of the expenditure required to settle the related present obligation. Factors pertaining to a contingency such as the
risks, uncertainties and time value of money are taken into account as a whole in reaching the best estimate.
Where the effect of the time value of money is material, the best estimate is determined by discounting the
related future cash outflows.

A potential obligation arising from a past transaction or event whose existence can only be confirmed by the
occurrence or non-occurrence of future uncertain events; or a present obligation that arises from past transactions
or events where it is not probable that an outflow of economic benefits is required to settle the obligation or the
amount of the obligation cannot be measured reliably, is disclosed as a contingent liability unless the probability
of outflow of economic benefit is remote.

(14) Financial guarantees

Financial guarantees are contracts that require the guarantor (the “issuer”) to make specified payments to
reimburse the beneficiary of the guarantee (the “holder”) for a loss the holder incurs when a specified debtor fails
to make payment when due in accordance with the terms of a debt instrument. The fair value of the guarantee
(being the guarantee fees received) is initially recognised as deferred income in “other liabilities”. The deferred
income is amortised in profit or loss over the term of the guarantee as income from financial guarantees issued.
Provisions are recognised in the statement of financial position if and when it becomes probable that the holder
of the guarantee will call upon the Group under the guarantee, and the amount of that claim on the Group is
expected to exceed the carrying amount of the deferred income.
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(15) Fiduciary activities

The Group’s fiduciary business refers to the management of assets for customers in accordance with custody
agreements signed by the Group and securities investment funds, insurance companies, annuity plans and other
organisations. The Group fulfils its fiduciary duty and receives relevant fees in accordance with these
agreements, and does not take up any risks and rewards related to the assets under custody, which are recorded as
off-balance sheet items.

The Group conducts entrusted lending business, whereby it enters into entrusted loan agreements with
customers. Under the terms of these agreements, the customers provide funding (the “entrusted funds”) to the
Group, and the Group grants loans to third parties (the “entrusted loans”) according to the instructions of the
customers. As the Group does not assume the risks and rewards of the entrusted loans and the corresponding
entrusted funds, entrusted loans and funds are recorded as off-balance sheet items at their principal amounts and
no impairment assessments are made for these entrusted loans.

(16) Income recognition

Provided it is probable that economic benefits will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised in profit or loss as follows:

(a) Interest income

Interest income for interest bearing financial instruments is recognised in profit or loss based on effective
interest method. Interest income includes the amortisation of any discount or premium or other differences
between the initial carrying amount of an interest-bearing instrument and its amount at maturity calculated on an
effective interest basis.

The effective interest basis is a method of calculating the amortised cost of financial assets and liabilities
and of allocating the interest income and interest expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial instrument.
When calculating the effective interest rate, the Group estimates cash flows considering all contractual terms of
the financial instrument (for example, prepayment, call and similar options) but does not consider future credit
losses. The calculation includes all fees and points paid or received between parties to the contract that are an
integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Interest on the impaired financial assets is recognised using the rate of interest used to discount future cash
flows for the purpose of measuring the related impairment loss.

(b) Fee and commission income

Fee and commission income is recognised in profit or loss when the corresponding service is provided.
Origination or commitment fees received by the Group which result in the creation or acquisition of a financial
asset are deferred and recognised as an adjustment to the effective interest rate. If the commitment expires
without the Group making a loan, the fee is recognised as revenue on expiry.

(c) Finance income from finance leases and hire purchase contracts

Finance income implicit in finance lease and hire purchase payments is recognised as interest income over
the period of the leases so as to produce an approximately constant periodic rate of return on the outstanding net
investment in the leases for each accounting period. Contingent rentals receivable are recognised as income in
the accounting period in which they are earned.
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(d) Dividend income

Dividend income from unlisted equity investments is recognised in profit or loss on the date when the
Group’s right to receive payment is established. Dividend income from a listed equity investment is recognised
when the share price of the investment goes ex-dividend.

(17) Income tax

Current income tax is the expected tax payable on the taxable income for the period, using tax rates enacted or
substantially enacted at the end of each reporting period, and any adjustment to tax payable in respect of previous
periods. Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively,
being the differences between the carrying amounts of assets and liabilities for financial reporting purposes and their
tax bases. Deferred tax also arises from unused tax losses and unused tax credits. A deferred tax asset is recognised
to the extent that it is probable that future taxable profits will be available against which the asset can be utilised.

Current income tax and movements in deferred tax balances are recognised in profit or loss except to the
extent that it relates to items recognised in other comprehensive income or directly in equity, in which case the
relevant amounts of tax are recognised in other comprehensive income or directly in equity, respectively.

At the end of each reporting period, deferred tax assets and deferred tax liabilities are measured at the tax
rates that are expected to apply to the period when the asset is realised or the liability is settled according to the
requirements of tax laws. The Group also considers the possibility of realisation and the settlement of deferred
tax assets and deferred tax liabilities in the calculation.

Current tax assets are offset against current tax liabilities, and deferred tax assets against deferred tax
liabilities if the Group has the legally enforceable right to offset current tax assets against current tax liabilities
and the deferred tax assets and liabilities relate to income taxes levied by the same taxation authority on the same
taxable entity. Otherwise, the balances of deferred tax assets and deferred tax liabilities, and movements therein,
are presented separately from each other and are not offset.

(18) Cash equivalents

Cash equivalents are short-term, highly liquid investments that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of changes in value, having been within three months of
maturity at acquisition.

(19) Profit distribution

Proposed dividends which are declared and approved after the end of each reporting period are not
recognised as a liability in the statement of financial position and are instead disclosed as a subsequent event
after the end of each reporting period in the note to the financial statements. Dividends payable are recognised as
liabilities in the period in which they are approved.

(20) Related parties

If the Group has the power, directly or indirectly, to control, jointly control or exercise significant influence
over another party, or vice versa, or where the Group and one or more parties are subject to common control,
joint control or significant influence from another party, they are considered to be related parties. Related parties
may be individuals or enterprises. The Group’s related parties include but are not limited to the following:

(a) the Bank’s parents;
(b) the Bank’s subsidiaries;
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(c) other entities which are controlled by the Bank’s parents;

(d) an investor who has joint control over the Group;

(e) an investor who can exercise significant influence over the Group;
(f) an associate of the Group;

(g) ajointly controlled entity of the Group;

(h) principal individual investors of the Group, and close family members of such individuals (principal
individual investors are the individual investors who have the power, directly or indirectly, to control,
jointly control or exercise significant influence over another party);

(1) key management personnel of the Group and close family members of such individuals (key
management personnel represent those persons having authority and responsibility for planning,
directing and controlling the activities of the entity, directly or indirectly, including any director of that
entity);

() key management personnel of the Bank’s parents and close family members of such individuals;

(k) other entities that are controlled, jointly controlled, or significantly influenced by the Group’s principal
individual investors, key management personnel, or close family members of such individuals; and

(1) a post-employment benefit plan for the benefit of employees of the Group, or of any entity that is a
related party of the Group.

(21) Operating segments

The identification of operating segments of the Group is on the basis of internal reports that are regularly
reviewed by the Group’s chief operating decision maker in order to allocate resources to the segment and assess
its performance. On the basis of the operating segments, the Group identifies the reportable segments, using a
combination of factors including products and services, geographical areas, regulatory environments and etc.,
which the management has chosen for organisation. The operating segments that meet the specified criteria have
been aggregated, and the operating segments that meet quantitative thresholds have been reported separately.

The amount reported for each operating segment item is the measure reported to the chief operating decision
maker for the purposes of allocating resources to the segment and assessing its performance. Segment
information is prepared in conformity with the accounting policies adopted for preparing and presenting the
financial statements of the Group.

(22) Significant accounting estimates and judgements

(a) Impairment losses on loans and advances, and available-for-sale and held-to-maturity debt
investments

The Group reviews the portfolios of loans and advances, and available-for-sale and held-to-maturity debt
investments periodically to assess whether impairment losses exist and if they exist, the amounts of impairment
losses. Objective evidence for impairment includes observable data indicating that there is a measurable decrease
in the estimated future cash flows identified with an individual loan and advance, an available-for-sale or a
held-to-maturity debt investment. It also includes observable data indicating adverse changes in the repayment
status of borrowers or issuers in the assets portfolio or national or local economic conditions that correlate with
defaults on the assets in the portfolio.
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The impairment loss for a loan that is individually assessed for impairment is the decrease in the estimated
discounted future cash flows. Same principle is adopted for impairment loss on a held-to-maturity debt
investment which is individually assessed, except that as a practical expedient, the Group may measure the
impairment loss on the basis of the instrument’s fair value using an observable market price at the measurement
date. The impairment loss for an available-for-sale debt investment is the difference between the acquisition cost
(net of any principal repayments and amortisation) and the fair value, less any impairment loss previously
recognised in profit or loss at the measurement date.

When loans and advances and held-to-maturity debt investments are collectively assessed for impairment,
the estimate is based on historical loss experience for assets with credit risk characteristics similar to the loans
and advances and held-to-maturity debt investments that are being assessed. Historical loss experience is
adjusted on the basis of the relevant observable data that reflect current economic conditions. Management
reviews the methodology and assumptions used in estimating future cash flows regularly to reduce any difference
between loss estimates and actual losses.

(b) Impairment of available-for-sale equity instruments

For available-for-sale equity instruments, a significant or prolonged decline in fair value below cost is
considered to be objective evidence of impairment. Judgement is required when determining whether a decline in
fair value has been significant or prolonged. In making this judgement, the Group considers historical market
volatility and share price data of the specific equity instrument as well as other factors, such as sector
performance, and financial information regarding the investee.

(c¢) Fair value of financial instruments

The fair value of financial instruments that are traded in an active market is based on their quoted market
prices in an active market at the valuation date. A quoted market price is a price from an active market where
price information is readily and regularly available from an exchange or from a dealer quotation and where this
price information represents actual and recurring market transactions on an arm’s length basis.

For all other financial instruments, the Group determines fair values using valuation techniques which
include discounted cash flow models, as well as other types of valuation model. Assumptions and inputs used in
valuation techniques include risk-free and benchmark interest rates, credit spreads and foreign currency exchange
rates. Where discounted cash flow techniques are used, estimated cash flows are based on management’s best
estimates and the discount rate used is a market rate at the end of each reporting period applicable for an
instrument with similar terms and conditions. Where other pricing models are used, inputs are based on
observable market data at the end of each reporting period.

The objective of valuation techniques is to arrive at a fair value determination that reflects the price of the
financial instrument at the reporting date that would have been determined by market participants acting at arm’s
length.

(d) Classification of held-to-maturity investments

In evaluating whether the requirements to classify a financial asset as held-to-maturity are met, management
makes significant judgements. Change of the Group in sustaining the intention and ability to hold specific
investments until maturity may result in reclassification of the whole portfolio as available-for-sale.
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(e) Income taxes

Determining income tax provisions involves judgement on the future tax treatment of certain transactions.
The Group carefully evaluates the tax implications of transactions and tax provisions are set up accordingly. The
tax treatment of such transactions is reconsidered periodically to take into account all changes in tax legislations.
Deferred tax assets are recognised for tax losses not yet used and temporary deductible differences. As those
deferred tax assets can only be recognised to the extent that it is probable that future taxable profits will be
available against which the unused tax credits can be utilised, management’s judgement is required to assess the
probability of future taxable profits. Management’s assessment is constantly reviewed and additional deferred tax
assets are recognised if it becomes probable that future taxable profits will allow the deferred tax assets to be
recovered.

(f) Employee retirement benefit obligations

The Group has established liabilities in connection with benefits paid to certain retired and early retired
employees. The amounts of employee benefit expense and these liabilities are dependent on assumptions used in
calculating such amounts. These assumptions include discount rates, pension benefit inflation rates, medical
benefit inflation rates, and other factors. Actual results that differ from the assumptions are recognised to the
extent that any cumulative unrecognised gains or losses exceed 10% of the present value of the obligation at the
end of each reporting period. While management believes that its assumptions are appropriate, differences in
actual experience or changes in assumptions may affect the Group’s expense related to its employee retirement
benefit obligations.

5 TAXATION

The Group’s main applicable taxes and tax rates are as follows:

Business tax

Business tax is charged at 5% on taxable income.

City construction tax

City construction tax is calculated as 1%—7% of business tax.

Education surcharge

Education surcharge is calculated as 3% of business tax.

Income tax

The income tax rate that is applicable to the Bank and its subsidiaries in Mainland China is 25%. Taxation
on overseas operations is charged at the relevant local rates. Tax paid on overseas operations is set off to the
extent it is allowed under the relevant income tax laws of the PRC. All tax exemptions are determined upon
approval from the relevant tax authorities.

Current liabilities arising from the above taxes are presented as “taxes payable” in the statement of financial
position.
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6 NET INTEREST INCOME

2009 2008

Interest income arising from:
Deposits with central banks .. ... ... .. . 18,511 17,960
Deposits with banks and non-bank financial institutions . ........................... 430 548
Placements with banks and non-bank financial institutions . . ........................ 310 1,423
Financial assets at fair value through profitorloss ............ .. .. ... .. ... ...... 1,178 2,383
Financial assets held under resale agreements . .................couuiunenenenann.. 8,493 4,749
Investment SECUTILIES . . . ...ttt e e e e e e 70,488 77,494
Loans and advances to customers

—Corporate loans and advances . ................ . 186,649 189,568

—Personal loans and advances . . . . ... 48,255 54,785

—Discounted billS .. ... ... 5,149 7,590
Total .. 339,463 356,500
Interest expense arising from:
Deposits from banks and non-bank financial institutions .............. .. ... .. .. .... (12,737) (9,764)
Placements from banks and non-bank financial institutions ......................... (386) (1,360)
Financial liabilities at fair value through profitorloss ........... ... ... ... .. ... ... 27 (299)
Financial assets sold under repurchase agreements ..................ouiuieenan.n. (11) 571)
Debt securities 1SSUSd . . . ... ot it e (3,441) (2,426)
Deposits from customers

—Corporate dePOSILS . . . oot v et e (50,651) (55,494)

—Personal deposits . .. ... ... e (60,325) (61,666)
Total .. e (127,578) (131,580)
Net INteresSt INCOMIE . . . o oottt ettt e e e e e e e e e e e e e e e e e 211,885 224,920
Notes:
(1) Interest income from impaired financial assets is listed as follows:

2009 2008

Impaired 10ans . . ... ..o 1,270 1,652

Other impaired financial assets . . ... ... .. .ttt e 1,022 1,852

TOtal .ottt 2,292 3,504

(2) Interest expense on financial liabilities with maturity over five years mainly represented the interest expense on debt securities issued.
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7 NET FEE AND COMMISSION INCOME

2009 2008
Fee and commission income:
Consultancy and advisory fees . ...........o .ttt 10,962 6,998
AZeNCY SEIVICE TEES . . ..ot 9,840 10,289
Bank card fees ... ... 9,186 7,153
Commission on trust and fiduciary activities . ................ouiiiinennenenenan... 6,672 4,759
Settlement and clearing fees . ........... ... 6,308 4,797
GUArantee fEES . . ..ttt 1,519 1,311
Credit commitment fEES . . . . . . ottt 1,256 1,791
OUNETS .« . oot 4,096 2,958
TOtal . . 49,839 40,056
Fee and commission expense:
Bank card transaction f€€S . . . . ... ... (963) (888)
Interbank transaction fe€S . .. ... ... e (347) (327)
OtReTS . . o (470) (395)
TOtal . ..o (1,780) (1,610)
Net fee and commISSION INCOME . . . ..ttt ittt e e e et e e e e e e 48,059 38,446
8 NET TRADING GAIN

2009 2008
Debt SECUTILIES . . . ..ottt e e (518) 846
DEIIVALIVES . . .ttt e 1,043 1,795
Equity InVESIMENS . . .« .ottt e 1,495 385
OUNETS .« . oot 213 187
TOtal . . 2,233 3,213

For the year ended 31 December 2009, net trading gain related to financial assets designated at fair value
through profit or loss of the Group amounted to RMB1,013 million (2008: RMB812 million). Net trading loss
related to financial liabilities designated at fair value through profit or loss of the Group amounted to

RMB70 million (2008: RMB46 million).

9 DIVIDEND INCOME

2009 2008

Dividend income from listed trading equity investments .................. .. ......... 6 15
Dividend income from available-for-sale equity investments

LISt L. 38 95

—Unlisted .. ... 56 40

Total . o 100 150
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10 NET GAIN/(LOSS) ARISING FROM INVESTMENT SECURITIES

Net gain on sale of available-for-sale financial assets . .. ........... .. .. .. .. .. ... ....
Net revaluation gain/(loss) reclassified from other comprehensive income on disposal .. ...
Net gain/(loss) on sale of held-to-maturity investments ....................o.oueno...
Net gain on sale of debt securities classified as receivables ...........................

11 OTHER OPERATING INCOME, NET

Net foreign exchange (10SS)/ain . . ... ..ottt e
Net gain on disposal of fixed assets . . ... ...
Net gain on disposal of repossessed assets . ... .........iuitiini e,
Gain on acquisition (N0t S6(2)(C)) -« v vttt et e e e e e
Others . . oo

2009 2008
1,960 1,898
925 (247)
1,575 (3,905)
11 2
4471 (2,252)
2009 2008
(250) 2,642
110 99
356 197
473 —
1,877 2,332
2,566 5,270

Net foreign exchange gains or losses includes gains and losses in connection with the translation of foreign
currency denominated monetary assets and liabilities, and net realised and unrealised gains and losses on foreign
exchange derivatives (including those foreign exchange swaps, foreign exchange options and cross currency

swaps entered into in order to economically hedge long positions in foreign currency assets).

12 OPERATING EXPENSES

Staff costs
—Salaries, bonuses and allowances . ............. ... ..
—Defined contribution retirement schemes ............ ... .. .. ... ... ...
—Other social insurance and welfare .......... ... .. .. .. .. .. i ..,
—Housing funds . ... ..
—Union running costs and employee education Costs .. ...t
—Supplementary retirement benefits .. ......... .. .
—Early retirement XPpenses . . .. .. ..ttt
—Compensation to employees for termination of employment relationship ...........

Premises and equipment expenses
—Depreciation Charges . .. .......o .t
—Rent and property management eXPenses . . . .. ... ...ttt
—MaiINteNANCEe ... ...ttt
—UHHHES ...
OIS ..

AMOTtISALION EXPEISES .« v o v ettt et ettt et e e et e e e e
Business tax and SUrCharges . ... ... .......o.iuioit et
AUdit fees . ..o
Other general and adminiStrative eXpenses . . . .. ..o vt vttt et

Total ..

2009

9,005
4,048
1,480
1,423

799

16,755

1,871
15,972

19,253
105,146

2008

32,252
4,294
5,813
2,612
1,073

568

45

46,657

7,671
3,581
1,627
1,342

736

14,957

1,680
15,793
167
19,939

99,193
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13 IMPAIRMENT LOSSES

2009 2008

Loans and advances to customers

—AddILONS . . ... 40,415 44,869

—REIASES . . . (16,159) (8,623)
Available-for-sale debt SECUTIILIES . .. . ..ottt e 999 10,622
Available-for-sale equity inVEStMENtS . . .. ... ...ttt 5 134
Held-to-maturity inVeStMEeNtS . ... .. ...ttt ettt ettt et 76 3,126
Debt securities classified as receivables ... ........... ... . . 32 (645)
Fixed assets . ... .. e 2 28
OUNETS . o o e 90 1,318
Total . . 25,460 50,829
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14 DIRECTORS’ AND SUPERVISORS’ EMOLUMENTS

The aggregate of the emoluments before individual income tax in respect of the directors and supervisors
who held office during the year is as follows:

2009

Contributions to
defined contribution Other benefits in
Fees Remuneration paid retirement schemes kind (note (vi)) Total (note (i))

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors
Guo Shugqing (note (vii)) .......... — 600 26 280 906
Zhang Jianguo (note (vii)) ......... — 576 26 280 882
Xin Shusen (note (ii)&(vii)) ........ — 492 26 238 756
Chen Zuofu (note (ii)&(vii)) ....... — 492 26 239 757
Non-executive directors
Wang Yonggang (note (iii)) ........ — — — — —
Wang Yong (note (iii)) ............ — — — — —
Wang Shumin (note (iii)) .......... — — — — —
Liu Xianghui (note (iii)) ........... — — — — —
Zhang Xiangdong (note (iii)) ....... — — — — —
Li Xiaoling (note (iii)) ............ — — — — —
Gregory L. Curl (note (iv)) ......... 390 — — — 390
Independent non-executive directors
Lord Peter Levene ............... 360 — — — 360
Song Fengming . ................. 440 — — — 440
Dame Jenny Shipley .............. 360 — — — 360
Elaine LaRoche ................. 410 — — — 410
Wong Kai-Man .................. 390 — — — 390
Tse Hau Yin, Aloysius ............ 440 — — — 440
Supervisors
Xie Duyang (note (vii)) ........... — 564 26 278 868
Liu Jin (note (vii)) ............... — 354 26 198 578
Jin Panshi (note (vii)) ............. — 354 26 198 578
Cheng Meifen (note (v)) ........... 26 — — — 26
Sun Zhixin (note (V)) ............. 26 — — — 26
Shuai Jinkun (note (i1))&(Vv)) ........ 26 — 26
GuoFeng ...................... 250 — — — 250
DaiDeming .................... 270 — — — 270

3,388 3,432 182 1,711 8,713
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2008
Contributions
to defined Other
contribution  benefits
Salariesand  Variable retirement in kind Total
Fees allowance compensation Sub-total schemes (note (vi)) (note (i))

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive directors

Guo Shuqing ................... — 898 566 1,464 23 82 1,569
Zhang Jianguo .................. — 873 584 1,457 23 81 1,561
Xin Shusen (note (i1)) ............ — 741 570 1,311 23 75 1,409

Non-executive directors

Wang Yonggang (note (iii)) ....... — — — — — — _
Wang Yong (note (iii)) ........... — — — — — — _
Wang Shumin (note (iii)) ......... — — — — _ _ _
Liu Xianghui (note (iii)) .......... — — — — — — _
Zhang Xiangdong (note (iii)) ...... — — — — — — _
Li Xiaoling (note (iii)) . ........... — — — — _ — _

Gregory L. Curl (note (iv)) ........ 390 — — 390 — — 390
Independent non-executive
directors

Lord Peter Levene . .............. 360 — — 360 — — 360

Song Fengming ................. 440 — — 440 — — 440

Dame Jenny Shipley ............. 360 — — 360 — — 360

Elaine LaRoche ................ 410 — — 410 — — 410

Wong Kai-Man ................. 388 — — 388 — — 388

Tse Hau Yin, Aloysius ........... 440 — — 440 — — 440

Supervisors

XieDuyang .................... — 860 557 1,417 23 78 1,518

LiuJin ........................ — 548 369 917 23 61 1,001

JinPanshi ..................... — 548 369 917 23 61 1,001

Cheng Meifen (note (v)) .......... 26 — — 26 — — 26

Sun Zhixin (note (V)) . ............ 26 — — 26 — — 26

Shuai Jinkun (note (i1))&(Vv)) ....... 2 — — 2 — — 2

GuoFeng ...................... 250 — — 250 — — 250

DaiDeming .................... 270 — — 270 — — 270
3,362 4,468 3,015 10,845 138 438 11,421

Former executive directors retired

in 2008

Zhao Lin (note (ii)) .............. — 309 237 546 9 32 587

Luo Zhefu (note (ii)) ............. — 741 569 1,310 23 76 1,409

Former supervisors retired in 2008

Ning Liming (note (i))&(V)) ....... 19 — — 19 — 19
3,381 5,518 3,821 12,720 170 546 13,436

Notes:

(i) The amounts of emoluments for the year ended 31 December 2009 in respect of the services rendered by the directors and supervisors
are subject to approval of the Bank’s shareholders in 2009 Annual General Meeting.

(i) 2008 Annual General Meeting of the Bank elected Mr. Chen Zuofu as executive director of the Bank. CBRC has approved of Mr. Chen
Zuofu qualifying for the position. Mr. Chen Zuofu has become executive director of the Bank since July 2009.
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2007 Annual General Meeting of the Bank held on 12 June 2008 elected Ms. Xin Shusen as executive director of the Bank. CBRC has
approved of Ms. Xin Shusen qualifying for the position. Ms. Xin Shusen has become executive director of the Bank since 21 July 2008.
The amounts of emoluments for Ms. Xin Shusen represent the emoluments for the whole year of 2008 for her services as executive
director and vice president.

At the staff representative conference of the Bank held on 10 November 2008 elected Mr. Shuai Jinkun as the employee representative
supervisor, until 2009 Annual General Meeting of the Bank.

Mr. Zhao Lin is no longer director, vice president of the Bank since 6 May 2008.

Mr. Luo Zhefu is no longer director, vice president of the Bank since 26 December 2008.

Ms. Ning Liming is no longer supervisor of the Bank since 12 September 2008.

(iii) The Bank does not need to pay the emoluments of non-executive directors appointed by Huijin for the services rendered in 2009 and
2008.

(iv) The amount will be payable to Bank of America Corporation (“BOA”) for his services as director after the approval of the Bank’s
shareholders as mentioned in note (i).

(v) The amounts only included fees for their services as supervisors.

(vi) Other benefits in kind included the Bank’s contributions to medical fund, housing fund and other social insurances, which are payable to
labour and security authorities based on the lower of certain percentage of the salaries and allowance or the prescribed upper limits as
required by the relevant regulations issued by the government authorities. Other benefits also included the Bank’s contribution to its own
corporate annuity plan (which was set up in accordance with the relevant policies issued by the government authorities) and
supplementary medical insurance.

None of the directors and supervisors received any inducements or compensation for loss of office, or waived any emoluments during the
years ended 31 December 2009 and 2008.

(vii) The total compensation package for these directors and supervisors for the year ended 31 December 2009 has not yet been finalised in
accordance with regulations of the PRC relevant authorities. The amount of the compensation not provided for is not expected to have
significant impact to the Group’s and the Bank’s financial statements for the year ended 31 December 2009. The final compensation will
be disclosed in a separate announcement when determined.

15 INDIVIDUALS WITH HIGHEST EMOLUMENTS

None of the five individuals with the highest emoluments are directors or supervisors whose emoluments
are disclosed in Note 14. The aggregate of the emoluments before individual income tax in respect of the five
highest paid individuals during the year is as follows:

2009 2008
RMB’000 RMB’000
Salaries and alloWanCe . .. ....... ...t 11,176 9,387
Variable COMPenSation . .. ... ... ...ttt e 22,639 14,127
Contributions to defined contribution retirement schemes . .......................... 540 794
Other benefits inkind . . ... ... ... . . . . 96 136

34,451 24,444

The number of these individuals whose emoluments before individual income tax are within the following
bands is set out below.

2009 2008
RMB4,000,001-RMB4,500,000 . .. ... — 3
RMB5,000,001-RMBS5,500,000 . .. ..ot — 1
RMB5,500,001-RMB6,000,000 . .. ..o 3 —
RMB6,000,001-RMB6,500,000 . ... ... 1 —
RMB6,500,001-RMB7,000,000 . .. ... — 1
RMB11,000,001-RMB11,500,000 .. ..... ... e 1 —

None of these individuals received any inducements, or compensation for loss of office, or waived any
emoluments during the years ended 31 December 2009 and 2008.
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16 INCOME TAX EXPENSE

(1) Income tax expenses

2009 2008
CUITENT LAX o o o e e e e e e e e e e e e e e e 35,764 34,226
Adjustments fOr Prior YEAIS . . . . ... v vttt et et e (359)  (285)
Deferred tax . ... ... (3,516) (6,842)
o] | 31,889 27,099

The provisions of income taxes for Mainland China and Hong Kong are calculated at 25% and 16.5% of the
estimated taxable income from Mainland and Hong Kong operations for the period respectively. Taxation for
other overseas operations is charged at the appropriate current rates of taxation ruling in the relevant tax
jurisdictions.

(2) Reconciliation between income tax expense and accounting profit

2009 2008
Profit DEfore tax . . . o oot 138,725 119,741
Income tax calculated at Statutory taX rate ... ... .......oouenvrmun oo, 34,681 29,935
Non-deductible expenses
Al COSES .o 376 684
—Impairment losses and bad debt write-off .. ....... ... .. ... ... ... L. 1 8
O TS .o 780 446

1,157 1,138

Non-taxable income

—Interest income from PRC governmentbonds ............ .. .. ... .. .. ... ..., (3,777)  (3,466)
O heTS .o (303) (223)
(4,080) (3,689)

otal ..o 31,758 27,384
Adjustments on income tax for prior years which affect profitorloss ................ ... 131 (285)
INCOME taX EXPEISE . . o v v vttt ettt e e e e e e e e e 31,889 27,099

17 EARNINGS PER SHARE

Basic earnings per share for the year ended 31 December 2009 and 2008 have been computed by dividing
the net profit attributable to shareholders of the Bank by the weighted average number of ordinary shares that
were in issue during the years. There was no difference between basic and diluted earnings per share as there
were no potentially dilutive shares outstanding during the years ended 31 December 2009 and 2008.

2009 2008
Net profit attributable to shareholders of the Bank ... ........ .. ... ... ... ........... 106,756 92,599
Weighted average number of shares (in million shares) . ............................. 233,689 233,689
Basic and diluted earnings per share attributable to shareholders of the Bank (in RMB) . ... 0.46 0.40
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18 CASH AND DEPOSITS WITH CENTRAL BANKS

Group Bank
w 2009 2008 2009 2008
Cash . ... 40,396 34,313 40,198 34,110
Deposits with central banks
—Statutory deposit reserves . ... ... .. (1) 1,144,675 921,817 1,144,470 921,680
—Surplus deposit reserves . ................... 2) 265,453 277,981 262,578 277,924
—Fiscal deposits . ..........c. i 8,124 13,339 8,124 13,339
1,418,252 1,213,137 1,415,172 1,212,943
Total . ... . 1,458,648 1,247,450 1,455,370 1,247,053
Notes:

(1) The Group places statutory deposit reserves with the People’s Bank of China (“PBOC”) and overseas central banks where it has
operations. The statutory deposit reserves are not available for use in the Group’s daily business.
As at the end of the reporting period, the statutory deposit reserve rates applicable to domestic branches of the Bank were as follows:

2009 2008
Reserve rate for RMB deposits . . ... ...t 15.5% 15.5%
Reserve rate for foreign currency deposits . ... ........ooui ittt 5.0% 5.0%

The statutory RMB deposit reserve rates applicable to domestic subsidiaries of the Group are determined by PBOC.
The amounts of statutory deposit reserves placed with the central banks of overseas countries are determined by local jurisdictions.
(2) The surplus deposit reserve maintained with the PBOC is mainly for the purpose of clearing.

19 DEPOSITS WITH BANKS AND NON-BANK FINANCIAL INSTITUTIONS
(1) Analysed by type of counterparties

Group Bank
2009 2008 2009 2008
Banks .. ... 89,955 21,206 89,571 18,212
Non-bank financial inStitutions . ... ......... ... 11,226 11,911 11,126 10,234
Gross balances . . ... e 101,181 33,117 100,697 28,446
Allowances for impairment losses (Note 37) .......... .. ... ... .... (18) 21 (18) 21
Netbalances ... ... ... .. 101,163 33,096 100,679 28,425
(2) Analysed by geographic sectors
Group Bank
2009 2008 2009 2008
Mainland China . ........ .. ... . . . 85,743 20,055 86,125 17,835
OVEISCAS . . it et e et e e 15,438 13,062 14,572 10,611
Gross balancCes . . ..o 101,181 33,117 100,697 28,446
Allowances for impairment losses (Note 37) . ...................... (18) 21 (18) 21
Netbalances .. ...t 101,163 33,096 100,679 28,425
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Deposits with bank and non-bank financial institutions mainly include the following balances with
restrictions on use: (i) Pledged deposits with overseas counterparties for the purpose of derivative transactions
(Note 59(1)); and (ii) Subsidiary’s deposits in a special account required by the supervisory authority. As at
31 December 2009, the balances of the aforesaid deposits with restrictions on use are not significant, and have
been excluded from the cash and cash equivalents of the Group and the Bank.

20 PLACEMENTS WITH BANKS AND NON-BANK FINANCIAL INSTITUTIONS
(1) Analysed by type of counterparties

Group Bank
2009 2008 2009 2008
BanKs . ... 21,160 16,778 21,161 28,368
Non-bank financial inStitutions . . ... ...... .. 1,188 310 2,113 310
Gross balancCes . . ..o 22,348 17,088 23,274 28,678
Allowances for impairment losses (Note 37) . ........ ... ... ... .... (131)  (252) (131) (252)
Netbalances ... ... 22,217 16,836 23,143 28,426
(2) Analysed by geographic sectors
Group Bank
2009 2008 2009 2008
Mainland China . . ... ... . . e 8,113 14,203 8,113 14,203
OVETSCAS .« o v ottt et e et e e e e e e e 14,235 2,885 15,161 14,475
Gross balancCes . . . ... 22,348 17,088 23,274 28,678
Allowances for impairment losses (Note 37) ............. ... ........ (131)  (252) (131) (252)
Netbalances .. ...t e 22,217 16,836 23,143 28,426

21 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Group Bank
Note 2009 2008 2009 2008

Financial assets held for trading purpose ....................... (1)

—Debt securities . ........ .. 10,606 44,693 10,251 44,491

—Equity investments . .......... .. . i 867 227 — —

—Funds . ... . — 93 — —
Subtotal ...... .. .. 11,473 45,013 10,251 44,491
Financial assets designated at fair value through profit or loss ...... 2)

—DeEDt SECUILIES . . . v v vttt et e 3911 2,447 — —

—Equity instruments . .......... ... 3,487 2,849 — —
Subtotal ... 7,398 5,296 — —
Total ... 18,871 50,309 10,251 44,491
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(1) Financial assets held for trading purpose

Group Bank
2009 2008 2009 2008

Debt securities

—GOVEINMMENL . . o ettt et e ettt e et e 622 931 622 931

—The PBOC . ... . 3,781 34,375 3,781 34,375

—Policy banks .. ... .. 1,762 3,719 1,761 3,717

—Banks and other financial institutions . ........................ 3910 3,718 3,556 3,518

—Others ... .. 531 1,950 531 1,950
Total ..o 10,606 44,693 10,251 44,491
Listed . .o 93 1,209 93 1,209

—of whichinHongKong .......... ... ... ... ... ... ... ... — 86 — 86
Unlisted .. ..ot e 10,513 43,484 10,158 43,282
Total .o 10,606 44,693 10,251 44,491
Equity investments & Funds

—Banks and non-bank financial institutions ..................... — 6 — —

—Others ... 867 314 — —
Total .o 867 320 — —
Listed . .o 867 320 — —

—of whichinHongKong .......... . ... ... ... .. .. .. ... 853 218 — —
Total .o 867 320 — —

(2) Financial assets designated at fair value through profit or loss
Group
2009 2008

Debt securities

—Policy banks . . . ... 281 —

—Banks and non-bank financial Institutions ........... ... .. ... . ... . ... 749 252

O TS .« o 2,881 2,195
Total .o 3911 2,447
Listed ..o 559 252

—of whichinHong Kong . ... ... . . e 436 30
Unlisted . ... 3,352 2,195
Total .o e 3911 2,447
Equity instruments

—Banks and non-bank financial Institutions ........... ... .. .. .. ... .. . ... 6 —

O heTS .« . o 3,481 2,849
Total . o 3,487 2,849
Listed ..o 978 206

—of whichinHong Kong . ... ... . . e 944 192
Unlisted . ... 2,509 2,643
Total . o 3,487 2,849

There was no significant limitation on the ability of the Group and the Bank to dispose of financial assets at

fair value through profit or loss.
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22 DERIVATIVES
(1) Analysed by type of contract
Group

Interest rate contracts .. ......................
Exchange rate contracts ......................
Precious metal contracts .....................

Bank

Interest rate contracts .. ......................
Exchange rate contracts ......................
Precious metal contracts .....................

(2) Analysed by credit risk-weighted amount

Interest rate contracts .. ..., ..
Exchange rate contracts . .....................
Precious metal contracts .....................

2009 2008
Notional Notional
amounts  Assets Liabilities amounts Assets  Liabilities
173,170 3,826 4,015 183,695 9,016 9,451
510,831 4,614 4,531 489,431 11,758 9,114
1,244 38 — 510 10 —
1,540 978 29 806 515 —
686,785 9,456 8,575 674,442 21,299 18,565
2009 2008
Notional Notional
amounts  Assets Liabilities amounts Assets  Liabilities
170,398 3,815 3,997 183,037 8,981 9,395
424815 3,870 3,897 472,676 11,344 8,708
1,244 38 — 510 10 —
34 7 — 34 — —
596,491 7,730 7,894 656,257 20,335 18,103
Group Bank
2009 2008 2009 2008
4,030 9,304 4,015 9,297
6,277 7,070 5,430 6,665
31 1 31 1
736 526 7 —
11,074 16,901 15,963

9,483

The notional amounts of derivatives only represent the unsettled transaction volume as at the end of the
reporting period. They do not represent the amounts at risk. The credit risk-weighted amount was computed
under the rules set out by the CBRC and depended on the status of the counterparty and the maturity
characteristics, it included customer driven transactions, which were hedged back to back.
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23 FINANCIAL ASSETS HELD UNDER RESALE AGREEMENTS

Group Bank
2009 2008 2009 2008
Securities
—Government bonds . ... ... 474,557 143,622 474,557 143,622
—Bills issued by the PBOC . ....... ... ... ... ... ... .... 3,502 20,164 3,502 20,164
—Debt securities issued by banks and non-bank financial
INSEEULIONS . . . ottt et 15,030 14,651 15,030 14,651
—Others ..o 315 1,051 315 1,051
493,404 179,488 493,404 179,488
Discounted bills . . ... . 86,185 23913 86,185 23,913
L0ans .. 10,017 5,158 9,117 5,158
Gross balances . . ...t 589,606 208,559 588,706 208,559
Allowances for impairment losses (Note 37) . .................... — (11D — (11
Netbalances . ... 589,606 208,548 588,706 208,548
24 INTEREST RECEIVABLE
Group Bank
2009 2008 2009 2008
Deposits with central banks . .. ... .. ... .. 555 567 555 567
Deposits with banks and non-bank financial institutions ................ 112 40 112 29
Placements with banks and non-bank financial institutions .............. 26 29 26 117
Financial assets held under resale agreements . ....................... 1,833 410 1,833 410
Loans and advances to CUSTOMETS . . . ..ot i ettt et 8,423 9,298 8,315 9,214
Investment SECUTItIES . . . . .ttt e 29,346 27,845 29,228 27,837
OthErS . oo 51 129 61 124
Gross balancCes . . ..o e 40,346 38,318 40,130 38,298
Allowances for impairment losses (Note 37) . ........ ... .. .. ... .... @))] @)) (D) (D)
Netbalances ... ... e 40,345 38,317 40,129 38,297
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25 LOANS AND ADVANCES TO CUSTOMERS

(1) Analysed by nature
Group Bank
2009 2008 2009 2008
Corporate loans and advances
—Loans . ... 3,471,337 2,790,631 3,436,206 2,765,460
—Finance leases .......... ... 8,254 4,514 — —

3,479,591 2,795,145 3,436,206 2,765,460

Personal loans and advances

—Residential mortgages . .......... ... ... 869,075 615,429 851,397 602,982
—Personal consumerloans ......................... 80,377 74,964 78,645 74,964
—Creditcards ............ . ... 39,547 23,291 36,401 23,033
—Others . ....... .. 122,436 121,796 120,739 120,385
1,111,435 835,480 1,087,182 821,364

Discounted bills . .. ... ... . 228,747 163,318 228,747 163,318
Gross loans and advances to customers . .................. 4,819,773 3,793,943 4,752,135 3,750,142
Allowances for impairment losses (Note 37) ............... (126,826) (110,368) (126,111) (110,202)
—Individual assessment ........................... (46,360)  (50,548)  (46,308)  (50,478)
——Collective assesSmMeNt . ..............coourennn... (80,466)  (59,820)  (79,803)  (59,724)

Net loans and advances to customers ..................... 4,692,947 3,683,575 4,626,024 3,639,940
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(2) Analysed by assessment method of allowances for impairment losses

Impaired loans

I;‘E;izgf and advances (note (b))
for which for which for which
allowances are allowances are allowances are
collectively collectively individually
assessed (note (a)) assessed assessed Total

Group
As at 31 December 2009
Gross loans and advances to customers ........... 4,747,617 7,362 64,794 4,819,773
Allowances for impairment losses ............... (75,628) (4,838) (46,360) (126,826)
Net loans and advances to customers ............. 4,671,989 2,524 18,434 4,692,947
As at 31 December 2008
Gross loans and advances to customers . .......... 3,710,061 8,840 75,042 3,793,943
Allowances for impairment losses ............... (54,122) (5,698) (50,548) (110,368)
Net loans and advances to customers ............. 3,655,939 3,142 24,494 3,683,575
Bank
As at 31 December 2009
Gross loans and advances to customers ........... 4,680,210 7,208 64,717 4,752,135
Allowances for impairment losses ............... (74,971) (4,832) (46,308) (126,111)
Net loans and advances to customers ............. 4,605,239 2,376 18,409 4,626,024
As at 31 December 2008
Gross loans and advances to customers ........... 3,666,346 8,840 74,956 3,750,142
Allowances for impairment losses ............... (54,026) (5,698) (50,478) (110,202)
Net loans and advances to customers ............. 3,612,320 3,142 24,478 3,639,940
Notes:

(a) Loans and advances assessed on a collective basis for impairment bear relatively insignificant impairment losses as a proportion of the
total portfolio. These loans and advances are those graded normal or special mention.
(b) Impaired loans and advances include loans for which objective evidence of impairment exists and assessed:

e individually (including corporate loans and advances which are graded substandard, doubtful or loss); or

e collectively; these are portfolios of homogeneous loans (including personal loans and advances which are graded substandard,
doubtful or loss).

The proportion of impaired loans and advances of the Group to gross loans and advances as at 31 December 2009 is 1.50%

(2008: 2.21%).

The proportion of impaired loans and advances of the Bank to gross loans and advances as at 31 December 2009 is 1.51%

(2008: 2.23%).

(c) The definitions of the loan classifications stated in notes (a) and (b) above are set out in Note 62(1).

(d) As at 31 December 2009, the loans and advances of the Group for which the impairment allowances were individually assessed
amounted to RMB64,794 million (2008: RMB75,042 million). The covered portion and uncovered portion of these loans and advances
were RMB11,613 million (2008: RMB20,426 million) and RMBS53,181 million (2008: RMB54,616 million) respectively. The fair value
of collateral held against these loans and advances amounted to RMB12,461 million (2008: RMB21,126 million). The individual
impairment allowances made against these loans and advances were RMB46,360 million (2008: RMB50,548 million).

As at 31 December 2009, the loans and advances of the Bank for which the impairment allowances were individually assessed amounted
to RMB64,717 million (2008: RMB74,956 million). The covered portion and uncovered portion of these loans and advances were
RMB11,598 million (2008: RMB20,421 million) and RMB53,119 million (2008: RMB54,535 million) respectively. The fair value of
collateral held against these loans and advances amounted to RMBI12,440 million (2008: RMB21,120 million). The individual
impairment allowances made against these loans and advances were RMB46,308 million (2008: RMB50,478 million).

The above collateral includes land, buildings and equipment, etc. The fair value of collateral was estimated by the Group with reference to
the latest available external valuations adjusted after taking into account the current realisation experience as well as the market situation.
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(3) Movements of allowances for impairment losses

Group

Asat 1 January ......
Charge for the year
Release during the year
Unwinding of discount

Acquisition of the subsidiaries

Transfers out
Write-offs
Recoveries

As at 31 December

Asat 1 January ......
Charge for the year
Release during the year
Unwinding of discount
Transfers out
Write-offs
Recoveries

As at 31 December

Bank

Asat 1 January ......
Charge for the year ...
Release during the year
Unwinding of discount
Transfers out
Write-offs
Recoveries

As at 31 December

Note

(a)
(b)

Note

(b)

Note

(b)
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2009

Allowances
for loans and

Allowances for
impaired loans and advances

advances which which are which are
are collectively  collectively individually
assessed assessed assessed Total
54,122 5,698 50,548 110,368
21,094 25 19,296 40,415
— (134) (16,025)  (16,159)
— — (1,270)  (1,270)
412 4 — 416
— (77) (360) (437)
— (724) 6,121)  (6,845)
— 46 292 338
75,628 4,838 46,360 126,826
2008
f(‘:_lllzgsggis d impaire?dl ll(:)v::::;l ;isdfglt.lvances
advances which which are which are
are collectively  collectively individually
assessed assessed assessed Total
35,785 4,928 48,215 88,928
18,337 1,404 25,128 44,869
— — (8,623) (8,623)
— — (1,564) (1,564)
— (20) (6,825) (6,845)
— (623) (5,956) (6,579)
— 9 173 182
54,122 5,698 50,548 110,368
2009
Allowances . . Allowances for
for loans and impaired loans and advances
advances which which are which are
are collectively  collectively individually
assessed assessed assessed Total
54,026 5,698 50,478 110,202
20,945 — 19,272 40,217
— (134) (16,019)  (16,153)
— — (1,270)  (1,270)
— (78) (383) (461)
— (693) 6,061)  (6,754)
— 39 291 330
74,971 4,832 46,308 126,111
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AsatlJanuary ......... ... ... . i,
Charge fortheyear ...........................
Release during the year
Unwinding of discount
Transfers out
Write-offs
Recoveries

As at 31 December

2008

Allowances for

Allowances . .
impaired loans and advances

for loans and

advances which which are which are
are collectively  collectively individually
w assessed assessed assessed Total
35,733 4,928 48,183 88,844
18,293 1,402 25,073 44,768
— — (8,611) 8,611)
— — (1,564) (1,564)
(b) — (20) (6,820) (6,840)
— (621) (5,950) 6,571)
— 9 167 176
54,026 5,698 50,478 110,202

(a) Acquisition of the subsidiaries include the transfer-in of allowances for impairment losses from the acquisition of the subsidiaries during

the year.

(b) Transfers out include the transfer of allowances for impairment losses to repossessed assets and on the disposal of non-performing loans.

(4) Overdue loans analysed by overdue period

Group

Unsecured loans
Guaranteed loans ............ ... ... .. ... ...
Loans secured by tangible assets other than
monetary assets . ......... ... . . .,
Loans secured by monetary assets

As a percentage of gross loans and advances to
customers

Unsecured loans
Guaranteed loans ............ ... ... ... ... ...
Loans secured by tangible assets other than
MONELATY ASSELS . o v v vv e e et e e e
Loans secured by monetary assets

As a percentage of gross loans and advances to
customers

2009
Overdue Overdue
Overdue between between Overdue
within three three months one year and over three

months and one year  three years years Total
440 1,332 1,298 1,304 4,374
1,794 4,247 6,113 5,761 17915
15,888 10,496 11,978 8,508 46,870
443 1,221 2,321 1,117 5,102
18,565 17,296 21,710 16,690 74,261
0.39% 0.35% 0.45% 0.35%  1.54%

2008
Overdue Overdue
Overdue between between Overdue
within three three months one year and over three

months and one year  three years years Total
1,839 517 1,169 1,500 5,025
4,569 3,458 6,699 6,523 21,249
28,399 11,873 12,210 8,993 61,475
4,207 3,341 1,708 1,049 10,305
39,014 19,189 21,786 18,065 98,054
1.03% 0.50% 0.57% 0.48%  2.58%
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Bank
2009
Overdue Overdue
Overdue between between Overdue
within three three months one year and over three
months and one year  three years years Total

Unsecuredloans .......... ... ... .. 325 1,270 1,291 1,303 4,189
Guaranteedloans . ................ .. ... .. ... 1,792 4,247 6,113 5,761 17,913
Loans secured by tangible assets other than

MONELary asSelS .. ........uvvuerenenennenan. 15,793 10,495 11,976 8,508 46,772
Loans secured by monetary assets . .............. 443 1,221 2,321 1,117 5,102
Total ... ... 18,353 17,233 21,701 16,689 73,976
As a percentage of gross loans and advances to

CUSTOIMEIS . .t v v ittt i e e e e eeee e 0.39% 0.36% 0.46% 0.35% 1.56%

2008
Overdue Overdue
Overdue between between Overdue
within three months one year and over three
three months and one year  three years years Total

Unsecuredloans ............... ..., 1,831 496 1,169 1,499 4,995
Guaranteed loans .................. 4,569 3,458 6,699 6,523 21,249
Loans secured by tangible assets other than

MONEtAry aSSeLS . . oo vttt 28,353 11,872 12,208 8,993 61,426
Loans secured by monetary assets .............. 4,207 3,341 1,708 1,049 10,305
Total ...... .. 38,960 19,167 21,784 18,064 97,975
As a percentage of gross loans and advances to

CUSTOMICTS .\ v vttt e et e e e e eee e 1.04% 0.51% 0.58% 048%  2.61%

Overdue loans represent loans of which the whole or part of the principal or interest are overdue for 1 day or
more.

26 AVAILABLE-FOR-SALE FINANCIAL ASSETS

Group Bank
Note 2009 2008 2009 2008
Debtsecurities . . ...t (1) 626,763 535,379 627,598 536,049
Equity instruments . ........... ... (2) 24,402 15,444 22,381 15,107
Funds . ... . 2) 315 15 — —
Total ..o 651,480 550,838 649,979 551,156
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(1) Debt securities

Group Bank
2009 2008 2009 2008

GOVEIMIMENT . . oot e e e e e e e e e 92,616 36,112 92,616 36,112
Central banks . . . ... .. 269,431 372,104 269,133 371,927
Policy banks . ..... ... . .. 22,495 15,732 22,495 15,732
Banks and non-bank financial institutions ....................... 100,075 86,140 101,440 87,040
Public sector entities .. ......... i 1,937 2,523 1,937 2,523
Other eNterPpriSes . . ... ..o vttt ettt et ettt e 140,209 22,768 139,977 22,715
Total ... 626,763 535,379 627,598 536,049
Lasted . ..o 26,564 31,745 25,664 31,663

—of whichinHong Kong . .......... ... .. ... .. . .... 3,705 453 2,839 422
Unlisted . ... 600,199 503,634 601,934 504,386
Total ... 626,763 535,379 627,598 536,049

(2) Equity instruments and funds
Group Bank
Note 2009 2008 2009 2008

Debt equity swap (“DES”) investments . .................. (a) (b) 20,734 14,359 20,734 14,359
Other equity insStruments . .............c.oovuiuenennnn... 3,668 1,085 1,647 748
Funds ...... ... . 315 15 — —
Total . ... 24,717 15,459 22,381 15,107
Listed . ... 19,021 10,037 18,390 10,035

—of whichinHong Kong ......................... 1,283 393 984 393
Unlisted . ... 5,696 5,422 3,991 5,072
Total ... 24,717 15,459 22,381 15,107

(a) Pursuant to the DES arrangement by the PRC government in 1999, the Group obtained equity interests of certain entities in lieu of

(b)
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repayments of loans granted to them. According to relevant requirements, the Group is prohibited from being involved in management of
the operations of these entities. In substance, the Group does not have any control or significant influence over these entities.

Certain DES entities were converted into listed A shares with lock-up period restriction up to March and September 2010. The fair value
of these restricted shares is estimated based on the quoted market price of the corresponding listed shares, adjusted for the impact of the
restriction. The adjustment, which is made by reference to historical volatility of the respective shares and the restriction, is estimated
using the Asian Option Model. The Group calculated the fair value for listed A shares with no disposal restriction based on the quoted
market prices as at the end of the reporting period.
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27 HELD-TO-MATURITY INVESTMENTS

Group Bank
2009 2008 2009 2008

GOVEIMIMENT . . o oottt et et e e 467,499 334,949 467,399 334,949
Central banks . . ... ... 508,396 354,437 508,088 354,437
Policybanks ...... ... . ... 114,193 61,493 114,193 61,493
Banks and non-bank financial institutions ................. 314,115 276,734 314,115 276,734
Public sector entities ... ...t 1,363 10,826 1,363 10,826
Other enterprises . . ... ....oeuuuvun e 9,393 10,896 9,393 10,896
Grossbalances . .......... 1,414,959 1,049,335 1,414,551 1,049,335
Allowance for impairment losses (Note 37) ................ (6,086) (7,552) (6,086) (7,552)
Netbalances . ...........iii i 1,408,873 1,041,783 1,408,465 1,041,783
Listed . ..o 5,740 36,831 5,432 36,831

—of whichinHong Kong .......................... 308 4,112 — 4,112
Unlisted . ... 1,403,133 1,004,952 1,403,033 1,004,952
Total ... 1,408,873 1,041,783 1,408,465 1,041,783
Market value of listed securities ......................... 6,439 39,633 6,131 39,633

The Group and the Bank sold held-to-maturity investments with a gross carrying value of RMB37,932
million prior to their maturity dates during the year ended 31 December 2009(2008: the Group RMB64,084
million, the Bank RMB63,923 million). Part of disposal was related to issuers whose performance has suffered
heavily as a result of continued economic uncertainty in year 2009. Excluding those, the Group and the Bank
sold RMB26,065 million (2008: the Group RMB22,620 million, the Bank 22,459 million), which accounts for
2.12% (2008: the Group 2.01%, the Bank 2.00%) of the portfolio before the disposal.

28 DEBT SECURITIES CLASSIFIED AS RECEIVABLES
All debt securities classified as receivables are unlisted and issued by the following entities in Mainland China:

Group and Bank

Note 2009 2008

Government

—Special governmentbond . ... ... . (DH(@3) 49,200 49,200

—OhETS . oo 530 530
The PBOC . ... (2)(3) 143,386 189,910
Policy banks . ... ... 1,123 1,123
China Cinda Asset Management Corporation (“Cinda™) ...................... 4) 247,000 247,000
Banks and non-bank financial inStitutions . . ............. it 57,063 62,750
Joint-stock enterprises . .. ... ... .. 1,369 1,369
Gross DalanCes . . ... e 499,671 551,882
Allowance for impairment losses (Note 37) . ... ... (96) (64)
Net balances . . ... oo 499,575 551,818
Notes:

(1) This represents a non-negotiable bond with a nominal value of RMB49,200 million issued by the Ministry of Finance (“MOF”) in 1998
to strengthen the capital base of CCB. The bond matures in 2028 and bears a fixed interest rate of 2.25% per annum.
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(@)

3

“

Due from the PBOC includes: (i) a non-transferable bill with a nominal value of RMB63,354 million issued specifically to CCB as part
of the Restructuring. The majority of the proceeds paid by Cinda on the disposal of impaired loans and advances were used to subscribe
to the PBOC bill. The bill bore interest at a fixed rate of 1.89% per annum and was repaid in June 2009 upon maturity; (i) a
non-transferable bill with a nominal value of RMBS593 million issued specifically to the Bank in June 2006 for partial settlement of loans
that had been transferred to asset management companies. The bill matures in June 2011 and bears interest at a fixed rate of 1.89% per
annum; and (iii) other PBOC bills issued specifically to the Bank.

The PBOC approved the Bank’s use of the special government bond and the bills with nominal values of RMB63,354 million and
RMB593 million respectively issued by the PBOC as eligible assets equivalent to the surplus deposit reserve at PBOC for clearing
purpose.

Cinda issued a bond with a nominal value of RMB247,000 million specifically to CCB in 1999 for the acquisition of CCB’s impaired
loans and advances at their original book value. The bond bears interest at a fixed rate of 2.25% per annum and matured in September
2009. In 2009, MOF notified the Bank that the maturity date of the bond is extended for a further period of ten years and the interest rate
remains unchanged. MOF continues to provide support for the repayment of the principal and interest of the bond.

29 INVESTMENTS IN SUBSIDIARIES

(1) Investment cost

Note 2009 2008

Sing Jian Development Company Limited ........... ... ... .. .. ... .. ...... 383 383
Sino-German Bausparkasse Corporation Limited (“Sino-German™) ............... 751 751
CCB Principal Asset Management Corporation Limited (“CCB Principal™) ......... 130 130
CCB International Group Holdings Limited (“CCBIG”) ........................ — —
CCB Financial Leasing Corporation Limited (“CCBFLCL”) .................... 3,380 3,380
Hunan Taojiang Jianxin Rural Bank Corporation Limited (“Taojiang Rural™) ....... 26 26
China Construction Bank (London) Limited (“CCB London™) ................... (a) 684

Zhejiang Cangnan Jianxin Rural Bank Corporation Limited (“Cangnan Rural”) .. ... (b) 53 —
Jianxin Trust Corporation Limited (“Jianxin Trust™) ......... ... ... .. ... .. .... (©) 3,409 —
Total ... 8,816 4,670
(a) In the first half of 2009, the Bank established a wholly-owned subsidiary, CCB London, with a registered capital of US$100 million in

(b)

()

London, Great Britain.

In the first half of 2009, the Bank and other investors established a rural bank, Cangnan Rural. The Bank made a cash contribution of
RMBS53 million for 35% of equity interests of Cangnan Rural and additionally obtained 16% of voting rights from certain other
investors. Therefore, the Bank holds 51% of voting rights in total and has obtained a control over Cangnan Rural.

In the second half of 2009, the Bank made a cash contribution of RMB3,409 million for 67% of equity interests of a trust company,
Jianxin Trust.
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(2) Major subsidiaries of the Group are unlisted enterprises; details of the investments in subsidiaries

are as follows:

Name of company

Sing Jian Development
Company Limited

Sino-German

CCB Principal
CCBIG

CCBFLCL

Taojiang Rural

CCB London
(Note 29(1)(a))

Cangnan Rural
(Note 29(1)(b))

Jianxin Trust
(Note 29(1)(c))

Lanhye Investment
Holdings Limited

CCB International
(Holdings) Limited
(“CCBI”)

China Construction Bank
(Asia) Corporation
Limited (“CCB Asia”)

% of % of
Particulars ownership ownership % of voting
Place of of the issued Principal directly held indirectly held rights held
incorporation and paid up capital activities by the Bank by the Bank by the Bank
Hong Kong, 300 million shares Investment 100% — 100%
the PRC of HK$1 each
Tianjin, RMB1,000 million Home mortgage 75.1% — 75.1%
the PRC loan and deposit
taking business
Beijing, RMB200 million  Fund management 65% — 65%
the PRC services
Hong Kong, 1 share of Investment 100% — 100%
the PRC HK$1 each
Beijing, 4,500 million Financial leasing 75.1% — 75.1%
the PRC shares of
RMBI1 each
Hunan, 50 million shares Loan and deposit 51% — 51%
the PRC of RMB1 each taking business
London, 100 million shares Commercial banking 100% — 100%
United of US$ 1 each and related financial
Kingdom services
Zhejiang, 150 million shares Loan and deposit 35% — 51%
the PRC of RMB1 each taking business
Anhui, 1,527 million Trust business 67% — 67%
the PRC shares of
RMBI each
British Virgin 1 share of Investment — 100% 100%
Islands US$1 each
Hong Kong, 601 million shares Investment — 100% 100%
the PRC of US$1 each
Hong Kong, 163 million shares Commercial banking — 100% 100%
the PRC of HK$40 each and related

financial services

30 INTERESTS IN ASSOCIATES AND JOINTLY CONTROLLED ENTITIES

(1) The movement of the Group’s interests in associates and jointly controlled entities is as follows:

As at 1 January

Acquisition during the year
Share of profits 18SS LOSSES . . . ..ottt

Cash dividend receivable

Effect of exchange difference and others

2009 2008
1,728 1,099
54 682
17 16
(N —
(I (69)
1,728
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(2) Details of the interests in major associates and jointly controlled entities are as follows:

Particulars of % of

% of  Total Total

Revenue Net profit/

Place of issued and Principal ownership voting assets at liabilities for the (loss) for
Name of company incorporation paid up capital activity held held yearend atyearend year the year
QBE Hong Kong Hong Kong, 78,192,220  Insurance 25.5% 25.5% 1,242 792 584 73
and Shanghai the PRC ordinary shares
Insurance of HK$1 each
Limited
Diamond String Hong Kong, 10,000 Property 50% 50% 926 923 — (1)
Limited (“DSL”) the PRC ordinary shares investment
of HK$1 each
31 FIXED ASSETS
Group
Bank Construction
premises  in progress Equipment Others Total
Cost/deemed cost
Asat1January 2009 ...... ... ... 46,536 4,618 21,481 12,921 85,556
Additions through acquisitions ..................... 197 — 1 89 287
Additions . ... 2,832 10,387 3,867 2,812 19,898
Transferin/(out) . ..........cco i, 2,019 (3,590) 9 1,562 —
Disposals . ... (279) (66) (1,328) (1,033) (2,706)
Asat 31 December 2009 .......... .. ... ... ... 51,305 11,349 24,030 16,351 103,035
Accumulated depreciation
Asat 1January 2009 ...... ... . (7,926) — (10,450) (2,700) (21,076)
Additions through acquisitions ..................... 29) — @) (82) (112)
Charge fortheyear............ ... ... ... ... ..... (1,837) — (4,122) (3,046) (9,005)
Disposals . ... ... 91 — 1,287 976 2,354
As at 31 December 2009 .......... ... ... ... ..., (9,701) — (13,286) (4,852) (27,839)
Allowances for impairment losses (Note 37)
Asat 1 January 2009 ........ ... .. .. (507) 5) 3) (8) (523)
Chargefortheyear............. ... ... ... 2) — — — 2)
Disposals . ... 20 — — 2 22
As at 31 December2009 ........... ... .. ... .. .... (489) (5) 3) (6) (503)
Net carrying value
Asat 1January 2009 ...... ... . 38,103 4,613 11,028 10,213 63,957
As at 31 December 2009 .......... ... ... ... ...... 41,115 11,344 10,741 11,493 74,693

I-52




APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

Cost/deemed cost

As at 1 January 2008
Reclassification
Additions
Transfer in/(out)
Disposals

As at 31 December 2008

Accumulated depreciation
As at 1 January 2008
Reclassification
Charge fortheyear ..........................
Disposals

As at 31 December 2008

Allowances for impairment losses (Note 37)
As at 1 January 2008
Chargefortheyear ............... ... .......
Disposals

As at 31 December 2008

Net carrying value
As at 1 January 2008

As at 31 December 2008

Bank

Cost/deemed cost
As at 1 January 2009
Additions

Transferin/(out) . ....... ... ... ... ... ... .....

Disposals
As at 31 December 2009

Accumulated depreciation
As at 1 January 2009

Chargefortheyear............. ... ... .......

Disposals
As at 31 December 2009

Allowances for impairment losses (Note 37)
As at 1 January 2009

Charge fortheyear........... ... ... ... .. ....

Disposals
As at 31 December 2009

Net carrying value
As at 1 January 2009

As at 31 December 2009

Bank Construction
Note premises in progress Equipment Others Total
43728 1,990 17,787 12,136 75,641
(1) — — — G177 3,177)
2,019 5,223 4,897 3,504 15,643
1,076 (2,549) 22 1,451 —
(287) (46) (1,225) (993) (2,551)
46,536 4,618 21,481 12,921 85,556
(6,294) — (7,992) (2,554) (16,840)
ey — — — 1,311 1311
(1,751) — (3,621) (2,299) (7,671)
119 — 1,163 842 2,124
(7,926) — (10,450) (2,700) (21,076)
(494) (%) (7 ® (514
(26) — — 2) (28)
13 — 4 2 19
(507) ) (3 (®)  (523)
36,940 1,985 9,788 9,574 58,287
38,103 4,613 11,028 10,213 63,957
Bank Construction
premises  in progress  Equipment Others Total
.... 46,468 4,585 21,314 12,747 85,114
ce 2,831 10,210 3,820 2,743 19,604
L. 2019 (3,590) 9 1,562 —
L. (246) (66) (1,325)  (943)  (2,580)
.... 51,072 11,139 23,818 16,109 102,138
oo (7,901) — (10,348) (2,619) (20,868)
S (1,832) — (4,091) (3,007) (8,930)
e 85 — 1,282 894 2,261
o (9,648) — (13,157) (4,732) (27.,537)
.. (507 (5) 3) ®)  (523)
. 2) — — — 2)
ce 20 — — 2 22
ce (489) 4) 3) (6) (503)
.... 38,060 4,580 10,963 10,120 63,723
... 40935 11,134 10,658 11,371 74,098
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Bank Construction

Note premises in progress Equipment Others Total
Cost/deemed cost
Asat 1 January 2008 ........... ... .. ....... 43,656 1,990 17,645 11,979 75,270
Reclassification ................ ... ... .. .... (D) — — —  (3,168) (3,168)
Additions . ...... .. 2,019 5,190 4,867 3,385 15,461
Transferin/(out) ........... .. ... ... 1,076 (2,549) 22 1,451 —
Disposals . ... (283) (46) (1,220) (900) (2,449)
As at 31 December 2008 . .................... 46,468 4,585 21,314 12,747 85,114
Accumulated depreciation
Asat 1 January 2008 ......... ... .. ... ..., (6,271) — (7,911) (2,480) (16,662)
Reclassification .................. .. . . .. ... (D — — — 1,310 1,310
Charge fortheyear ............... .. ... .. .... (1,749) — (3,598) (2,271) (7,618)
Disposals ... ... 119 — 1,161 822 2,102
As at 31 December 2008 ..................... (7,901) — (10,348) (2,619) (20,868)
Allowances for impairment losses (Note 37)
Asat 1 January 2008 ........... ... ... ... ..., (494) (5) @) ®) (514)
Charge fortheyear .......................... (26) — — 2) (28)
Disposals ....... .. .. 13 — 4 2 19
As at 31 December 2008 . .................... (507) (®)] 3) (8) (523)
Net carrying value
Asat 1 January 2008 ......... ... .. ... ..., 36,891 1,985 9,727 9,491 58,094
Asat 31 December 2008 ..................... 38,060 4,580 10,963 10,120 63,723

Notes:
(1) The Group and the Bank reclassified the leasehold improvement expenditure to other assets in 2008.

(2) As at 31 December 2009, ownership documentation for the Group’s and the Bank’s bank premises with a net carrying value of
RMB6,636 million (2008: RMB4,135 million) was being finalised.

(3) Analysed by remaining terms of the leases

The net carrying values of bank premises of the Group and the Bank as at the end of the reporting period are
analysed by the remaining terms of the leases as follows:

Group Bank
2009 2008 2009 2008
Long term leases (over 50 years) held overseas ....................... — 41 — 41
Medium term leases (10-50 years) held overseas .. .................... 195 157 180 114
Medium term leases (10-50 years) held in Mainland China ............. 39,576 37,081 39411 37,081
Short term leases (less than 10 years) held in Mainland China ........... 1,344 824 1,344 824
Total ... 41,115 38,103 40,935 38,060
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32 LAND USE RIGHTS

Group
2009 2008

Cost/deemed cost
Asat 1 January . .. ..ot 19,874 19,753
AdAItIONS . ..o 416 240
DISPOSalS . . .ot (117) (119)
Asat 31 December . ... ..o 20,173 19,874
Amortisation
Asat 1 January . . ... ..ot e (2,418) (1,944)
Charge for the year ... .. ... ... (496) (492)
DASPOSALS . .ot 14 18
Asat 31 December . . ... e (2900) (2418)
Allowances for impairment losses (Note 37)
Asat 1January . .. ... o (161) (159)
Charge forthe year .. ... ... ... i e — 4)
DISPOSaAlS .ot 10 2
Asat3l December. ... (151) ..... (161)
Net carrying value
Asat 1 January . . ... o 17,295 17,650
Asat 31 December . . . ... 17,122 17,295

Bank

2009 2008

Cost/deemed cost
Asat 1 January . . ... ..o 19,807 19,681
AdAItIONS . .o 392 240
DISPOSaAlS . o (89) (114)
Asat 3] December . .. ... e 20110 19807
Amortisation
Asat 1January . . ... .o (2,417) (1,944)
Charge for the year ... ... ... ... e e (493) (490)
DASPOSALS . .ot 13 17
Asat 31 December . . ... e (2897) (2417)
Allowances for impairment losses (Note 37)
Asat L January . .. ..o (161) (159)
Charge for the year ... ... ... ... e e — 4)
DASPOSALS . .ot 10 2
Asat31December......... ... (151) ..... (161)
Net carrying value
ASat 1 January . .. ... ot 17,229 17,578
Asat 31 December . . . ..o 17,062 17,229
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33 INTANGIBLE ASSETS

Group

Software Others  Total
Cost/deemed cost
Asat 1 January 2009 . . ... 2,967 54 3,021
AddItionS . ... 492 11 503
DiSPOSalS . . .ot (26) (D (33)
Asat 31 December 2009 . . ... ... . 3,433 58 3,491
Amortisation
Asat 1January 2009 .. ... (1,728)  (32) (1,760)
Charge forthe year ... ... ... ... e (481) 4) (485)
DASPOSALS . .ot 26 6 32
Asat31 December 2009 . ..... ... (2,183)  (30) (2,213)
Allowances for impairment losses (Note 37)
Asat 1 January 2009 . . ... (D) ﬁ) (8)
As at 31 December 2009 . ... ... (1) (7) (8)
Net carrying value
Asat 1 January 2000 . . ..o 1,238 E 1,253
As at 31 December 2000 . . . ... 1,249 ﬂ 1,270
Cost/deemed cost
Asat 1January 2008 . .. ..o 2,415 71 2,486
AddItions . ... . 571 25 596
DASPOSALS . .ot (19) @) (61)
Asat31 December 2008 ... 2,967 54 3021
Amortisation
Asat TJanuary 2008 . . ... ot (1,295) (48) (1,343)
Charge forthe year ... .. ... ... i e (452) 7 (459)
DiSPOSalS . ..ot 19 23 42
Asat31 December 2008 . ... (1,728)  (32)  (1,760)
Allowances for impairment losses (Note 37)
Asat 1 January 2008 . . ... @) (8) ©))
DiSPOSalS . . .ot — 1 1
Asat 31 December 2008 . . ... ... .. (1) (7) (8)
Net carrying value
Asat 1 January 2008 . ... ..o 1,119 E 1,134
As at 31 December 2008 . . ... 1,238 E 1,253
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Bank
Software  Others Total

Cost/deemed cost
Asat 1 January 2009 . . ... 2,943 52 2,995
AddItIONS . ..o 483 3 486
DiSPOSalS . . .ot (26) L6) (32)
As at 31 December 2009 . .. ... 3,400 49 3,449
Amortisation
Asat 1January 2009 .. ... ..o (1,722)  (32) (1,754)
Charge forthe year ... ... ... ... e 474) 3) “@77)
DASPOSALS . .ot 26 6 32
Asat31 December 2009 . ..... ... ( 2170) (29) (2199)
Allowances for impairment losses (Note 37)
Asat 1 January 2009 . . ... (N ﬁ) (8)
As at 31 December 2009 . ... ... (1) (7) (8)
Net carrying value
Asat 1 January 2000 . . ..o 1,220 ﬁ 1,233
As at 31 December 2000 . . . ... 1,229 ﬁ 1,242
Cost/deemed cost
Asat 1January 2008 . .. ..o 2,413 64 2,477
AdditionS . ... 549 18 567
DASPOSALS . .ot (19) @) 49)
Asat31 December 2008 ... 2,943 52 2,995
Amortisation
Asat TJanuary 2008 . . ... ot (1,295) 44 (1,339)
Charge forthe year ... .. ... ... i e (446) 7 (453)
DiSPOSalS . ..ot _19 2 _38
Asat31 December 2008 . ... ( 1722) (32) (1754)
Allowances for impairment losses (Note 37)
Asat 1 January 2008 . . ... @) (8) ©))
DiSPOSalS . . .ot . _1 _1
As at 31 December 2008 . . . ... (1) (7) (8)
Net carrying value
Asat 1 January 2008 . ... ..o 1,117 E 1,129
As at 31 December 2008 . . ... 1,220 2 1,233
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34 GOODWILL

(1) The goodwill is attributable to the expected synergies arising from the acquisition of CCB Asia on
29 December 2006 and Jianxin Trust on 29 July 2009. Movement of the goodwill during the year is as follows:

2009 2008
Asat 1 January . . ...t 1,527 1,624
Additions through acquisitions ... ....... ... .. i 63 —
Effect of exchange difference .............. .. .. . . — o7
Asat 31 December . .. ..ot e 1,590 1,527

(2) Impairment test for cash-generating unit containing goodwill

The Group calculated the recoverable amount of the CGU using cash flow projections based on financial
forecasts approved by management covering a ten-year period. The average growth rate used by the Group is
consistent with the forecasts included in industry reports. The discount rate used reflects specific risks relating to
the relevant segments.

Based on the result of the impairment test, no impairment losses on goodwill were recognised during 2009
(2008: nil).

35 DEFERRED TAX

Group Bank
2009 2008 2009 2008
Deferred tax assets ... ...ttt 10,790 7,855 11,323 8,059
Deferred tax liabilities . . ............ .. .. (216) ®)] (22) —
Total . 10,574 7,850 11,301 8,059
(1) Analysed by nature
Group
2009 2008
Deductible/ Deductible/

(taxable) Deferred (taxable) Deferred
temporary tax assets/ temporary tax assets/
differences (liabilities) differences (liabilities)

Deferred tax assets

—Fair value adjustments . ............ ... .. .. ... ... (17,462)  (4,361) (17,618)  (4,394)
—Allowances for impairment losses .................... 45,365 11,243 41,541 10,385
—Edarly retirement benefits and accrued salaries ........... 15,238 3,809 7,259 1,815
—Others . ..o 601 99 280 49
Total ..o 43,742 10,790 31,462 7,855
Deferred tax liabilities
—Fair value adjustments .......... .. ... . .. .. .. (819) (204) — —
—Allowances for impairment losses .................... 24 6 — —
—Others . ... .. (81) (18) (31 5)
Total . ... (876) (216) 31 5
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Bank

Deferred tax assets

—Fair value adjustments
—Allowances for impairment losses
—Early retirement benefits and accrued salaries

—Others

Deferred tax liabilities

—Fair value adjustments
—Allowances for impairment losses

—Others

(2) Movements of deferred tax

Group

As at 1 January 2009
Recognised in profit or loss
Recognised in other comprehensive income
Additions through acquisitions

As at 31 December 2009
As at 1 January 2008

Recognised in profit or loss
Recognised in other comprehensive income

As at 31 December 2008

I-59

2009 2008
Deductible/ Deductible/

(taxable) Deferred (taxable) Deferred
temporary tax assets/ temporary tax assets/
differences (liabilities) differences (liabilities)

...... (17,514)  (4,377) (17,672)  (4,408)
...... 44,868 11,160 41,541 10,385
...... 15,210 3,802 7,259 1,815
5,925 738 3,187 267
48,489 11,323 34,315 8,059
...... (113) (28) — —
...... 18 4 — —
6 2 — —
(39) (22) — —
Early
retirement Allowances
benefits and for
accrued Fair value  impairment
salaries adjustments losses Others Total
1,815 (4,394) 10,385 44 7,850
1,994 700 785 37 3,516
— (672) - (672)
— (199) 79— (120
3,809 (4,565) 11,249 ﬂ 10,574
1,915 (7,202) 4,560 ©)) (736)
(100) 1,064 5,825 53 6,842
— 1,744 — — 1744
1,815 (4,394) 10,385 ﬁ 7,850




APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

Bank
Early
retirement
benefits and Allowances for
accrued Fair value impairment
salaries adjustments losses Others Total
Asat1January 2009 ......... . i 1,815 (4,408) 10,385 267 8,059
Recognised in profitorloss...................... 1,987 695 779 473 3,934
Recognised in other comprehensive income . . .. ... .. — (692) — — (692)
As at31 December2009 ........................ 3,802 (4,405) 11,164 E 11,301
Asat1January 2008 ......... ... 1,915 (7,191) 4,560 147 (569)
Recognised in profitorloss ...................... (100) 1,040 5,825 120 6,885
Recognised in other comprehensive income . .. ... ... — 1,743 — — 1,743
Asat 31 December 2008 . ....................... 1,815 (4,408) 10,385 267 8,059

The Group and the Bank did not have significant unrecognised deferred taxation as at the end of the
reporting period.

36 OTHER ASSETS

Group Bank
Note 2009 2008 2009 2008
Repossessed assets . .. ..o @))]
—Buildings . ... 2,211 1,704 2,211 1,697
—Landuserights . ...... .. .. .. . . i 412 648 412 648
—Others . ..o 462 552 462 552
3,085 2,904 3,085 2,897
Long-term deferred expenses ...............c..coovenoo... 372 339 368 338
Receivables from CCBIG ........... ... ... ... . ... ... ) — — 19,746 14,276
Otherreceivables ... ... ...t 10,910 10,783 10,792 9,936
Leasehold improvements .. ........... ..., 2,610 2,468 2,602 2,461
Subtotal . ... 16977 16,494 36,593 29,908
Allowances for impairment losses (Note 37) ................ (3,288) (3,686) (3,283) (3,686)
Total ... 13,689 12,808 33,310 26,222

(1) During the year ended 31 December 2009, the original cost of repossessed assets disposed of by the Group amounted to RMB1,535
million (2008: RMB1,230 million). The Group intends to dispose of repossessed assets through various methods including auction,
competitive bidding and disposal.

(2) Receivables from CCBIG represent lending to CCBIG, a wholly owned subsidiary, for acquisition of equity investments and capital
injection to other subsidiaries. The receivables are unsecured, non-interest bearing and without fixed repayment term.
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37 MOVEMENTS OF ALLOWANCES FOR IMPAIRMENT LOSSES

Group
2009
Charge for
As at the year/ Transfer As at
& 1 January (Write-back) in/(out)  Write-offs 31 December

Deposits with banks and non-bank

financial institutions ............... 19 21 3) — — 18
Placements with banks and non-bank

financial institutions ............... 20 252 (86) — (35) 131
Financial assets held under resale

AZIEeMENtS .« . o\ oot e 23 11 11 — — —
Interest receivable ................... 24 1 — — — 1
Loans and advances to customers . ...... 25(3) 110,368 24,256 (953) (6,845) 126,826
Held-to-maturity investments .......... 27 7,552 76 5 (1,547) 6,086
Debt securities classified as receivables .. 28 64 32 — — 96
Fixedassets ........................ 31 523 2 — (22) 503
Landuserights ..................... 32 161 — — (10) 151
Intangible assets .................... 33 8 — — — 8
Otherassets ......... ..., 36 3,686 178 — (576) 3,288
Total ... 122,647 24,444 (948) (9,035) 137,108

Transfer in/(out) includes the exchange difference, write-offs include settlements.
2008
Charge for
As at the year/ Transfer As at
Note 1 January (Write-back) in/(out) Write-offs 31 December

Deposits with banks and non-bank financial

INSHEUtIONS &« .o v e e e 19 33 (6) — (6) 21
Placements with banks and non-bank

financial institutions ................ 20 495 98) — (145) 252
Financial assets held under resale

AGIEEMENLS . .. oot v et 23 11 — — — 11
Interest receivable .................... 24 19 (18) — — 1
Loans and advances to customers ........ 25(3) 88,928 36,246 (8,227)  (6,579) 110,368
Held-to-maturity investments ........... 27 5,042 3,126 (343) (273) 7,552
Debt securities classified as receivables ... 28 709 (645) — — 64
Fixedassets ......................... 31 514 28 — (19) 523
Landuserights ...................... 32 159 4 — ) 161
Intangible assets . .................... 33 9 — — @) 8
Other assets . ..........oouiiiunnn.nn. 36 3,595 1,436 — (1,345) 3,686
Total ... 99,514 40,073 (8,570) (8,370) 122,647
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Bank

Deposits with banks and non-bank financial

INStIULIONS . . oot e

Placements with banks and non-bank

financial institutions ..................

Financial assets held under resale

AZIEEMENLS . o . v v vt et
Interest receivable ......................
Loans and advances to customers ..........
Held-to-maturity investments .............
Debt securities classified as receivables . . ...
Fixedassets ...........................
Landuserights ........................
Intangible assets ............ ... .. .. ....
Otherassets ...............c.cirinn.n..

Deposits with banks and non-bank financial

INStItULiONS . ..ot

Placements with banks and non-bank

financial institutions ..................

Financial assets held under resale

agreements . .......... . L
Interest receivable ......................
Loans and advances to customers ..........
Held-to-maturity investments .............
Debt securities classified as receivables . . ...
Fixedassets ...........................
Landuserights ........................
Intangible assets . ......................
Otherassets ............... ... ...

2009

As at
Note 1 January

Charge for
the year/
(Write-back)

Transfer
in/(out)  Write-offs

As at
31 December

19 21 3) — — 18
20 252 (86) — (35) 131
23 11 (11) — _ _
24 1 — — — 1
25(3) 110202 24,064  (1,401) (6,754) 126,111
27 7,552 76 5 (1,547) 6,086
28 64 32 — — 96
31 523 2 — (22) 503
32 161 — — (10) 151
33 8 — — — 8
36 3,686 173 — (576) 3,283

122,481 24,247 (1,396) (8,944) 136,388

2008
Charge for
As at the year/ Transfer As at

Note 1 January

(Write-back)

in/(out)  Write-offs

31 December

19 33 ©6) — ©) 21
20 495 (98) — (145) 252
23 11 — — — 11
24 19 (18) — — 1
25(3) 88,844 36,157  (8,228) (6,571) 110,202
27 5,042 3,126 (343)  (273) 7,552
28 709 (645) — — 64
31 514 28 — (19) 523
32 159 4 — 2) 161
33 9 — — (N 8
36 3,595 1,435 — (1,344) 3,686

99430 39,983  (8,571) (8,361) 122,481
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38 AMOUNTS DUE FROM/TO SUBSIDIARIES

Amounts due from subsidiaries of the Bank are analysed by assets category as follows:

2009 2008
Deposits with banks and non-bank financial institutions ............................. 828 —
Placements with banks and non-bank financial institutions . .......................... 2,153 14,441
Interest receivable . ... ... ... 13 98
Loans and advances tO CUSTOIMETS . . . ..ottt et et e et e e et e e e e et 634 797
Available-for-sale financial assets . . . ... ..ttt 3,081 942
OUhET @SSELS . . v ittt et e e w w
Total . .. 27,769 30,558
Amounts due to subsidiaries of the Bank are analysed by liabilities category as follows:
2009 2008
Deposits from banks and non-bank financial institutions ............. .. ... .. .. ... .... 2,218 1,011
Placements from banks and non-bank financial institutions . ............... .. ....o.... 2,700 12,038
Negative fair value of derivatives . ....... ...t 2 —
Financial assets sold under repurchase agreements . .. ............c.o.viiininennen .. 2,625 —
Deposits from CUSTOMETS . . . ..ottt et ettt e et e e e 1,686 3,261
Interest payable . ... ... 8 49
Debt securities iSSUEd . . .. oot e 1,451 130
Other Habiliti€S . . ...ttt e 453 2
Total . .. e 11,143 16,491
39 DEPOSITS FROM BANKS AND NON-BANK FINANCIAL INSTITUTIONS
(1) Analysed by type of counterparties
Group Bank

2009 2008 2009 2008
Banks ... ... 183,327 123,063 183,448 123,704
Non-bank financial insStitutions .. ...............c.ouuiiinreenn... 591,458 324,401 593,134 324,757
Total ... 774,785 447464 776,582 448,461

(2) Analysed by geographic sectors
Group Bank

2009 2008 2009 2008
Mainland China . . ... 774,295 446,614 776,093 447,625
OVEISEaAS . o v ittt ettt e 490 850 489 836
Total ... 774,785 447464 776,582 448,461
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40 PLACEMENTS FROM BANKS AND NON-BANK FINANCIAL INSTITUTIONS
(1) Analysed by type of counterparties

Group Bank
2009 2008 2009 2008
Banks . ... 36,472 43,058 30,369 53,186
Non-bank financial institutions . .. ......... ..., 1,648 50 1,599 5
Total 38,120 43,108 31,968 53,191
(2) Analysed by geographic sectors
Group Bank
2009 2008 2009 2008
Mainland China . ... 11,157 28,303 7,524 28,303
OVETSEAS .« vt ottt et ettt e e e e e e 26,963 14,805 24,444 24,888
Total .. 38,120 43,108 31,968 53,191

41 FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

As at 31 December 2009 and 2008, financial liabilities at fair value through profit or loss of the Group and
the Bank represented financial liabilities designated at fair value through profit or loss, which mainly comprised
structured deposits and financial liabilities related to precious metals. As at 31 December 2009, the fair value of
financial liabilities was less than the contractual payables at maturity by RMB1 million (2008: more than by
RMB27 million). The amounts of changes in the fair value of the financial liabilities that are attributable to
changes in credit risk are considered not significant during the year presented and cumulatively as at
31 December 2009 and 2008.

42 FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS

As at 31 December 2009, the amount of financial assets sold under repurchase agreement of the Bank was
RMB2,625 million, and collaterals for all financial assets sold under repurchase agreements were loans (2008:
RMBB864 million, and collaterals were securities).

43 DEPOSITS FROM CUSTOMERS

Group Bank
2009 2008 2009 2008
Demand deposits
—Corporate CUStOMEers . ... .......couueuienenenn... 2,968,733 2,233,187 2,965,825 2,233,497
—Personal customers . ........ ... 1,445,304 1,137,114 1,435,266 1,132,210

4,414,037 3,370,301 4,401,091 3,365,707

Time deposits (including call deposits)

—Corporate CUSIOMETS . ...t vve vt e neeeenns 1,421,678 1,152,126 1,405,735 1,142,678
—Personal customers ........... ... 2,165,608 1,853,488 2,148,414 1,834,600
3,587,286 3,005,614 3,554,149 2,977,278

Total ... ... 8,001,323 6,375,915 7,955,240 6,342,985
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Deposits from customers include:

Group Bank
2009 2008 2009 2008
(1) Pledged deposits
—Deposits foracceptance . .. ... ... 118,121 88,833 118,121 88,833
—Deposits for guarantee . . .. ... ... 23,984 24,141 23,984 24,141
—Deposits for letter of credit . .......... ... ... 19,974 11,657 19,974 11,657
—Others . ... 72,021 35,322 72,017 35,535
234,100 159,953 234,096 160,166
(2) Outward remittance and remittance payables .................. 19,073 21,287 18,988 21,233
44 ACCRUED STAFF COSTS
Group
2009
Accrued
As at during  Payments As at
Note 1 January the year made 31 December
Salaries, bonuses, allowances and subsidies .............. 8,012 33,545 (31,486) 10,071
Defined contribution retirement schemes ................ 444 5,941 (5,926) 459
Other social insurance and welfare ..................... 1,399 6,239 (5,769) 1,869
Housing funds . ....... ... . . . i 72 2,941 (2,931) 82
Union running costs and employee education costs . . ....... 735 1,238 (1,176) 797
Supplementary retirement benefits . . .................... (1) 6,556 743 (513) 6,786
Early retirement benefits ............. ... ... .. .. ..... 7,926 819 (1,392) 7,353
Compensation to employees for termination of employment
relationship . ....... ... . 9 18 (19) 8
Total .. ... 25,153 51,484 (49,212) 27,425
2008
Accrued
As at during  Payments As at
Note 1 January the year made 31 December
Salaries, bonuses, allowances and subsidies .............. 4,088 32,252 (28,328) 8,012
Defined contribution retirement schemes . ............... 1,115 4,294 (4,965) 444
Other social insurance and welfare ..................... 1,619 5,813 (6,033) 1,399
Housingfunds . .........c. i 104 2,612 (2,644) 72
Union running costs and employee education costs . . ....... 646 1,073 (984) 735
Supplementary retirement benefits . .. ........... .. ...... (1) 6,159 852 (455) 6,556
Early retirement benefits ............. .. .. ... .. ... .. .. 8,998 360 (1,432) 7,926
Compensation to employees for termination of employment
relationship ....... ... . 18 45 (54) 9
Total ... e 22,747 47,301 (44,895) 25,153
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Bank
2009
Accrued
As at during  Payments As at
Note 1 January the year made 31 December

Salaries, bonuses, allowances and subsidies .............. 7,711 32,424  (30,682) 9,453
Defined contribution retirement schemes . ............... 444 5,902 (5,888) 458
Other social insurance and welfare ..................... 1,358 6,167 (5,748) 1,777
Housingfunds . ........... i 71 2,931 (2,921) 81
Union running costs and employee education costs . . ....... 732 1,232 (1,172) 792
Supplementary retirement benefits . .. ................... (1) 6,556 743 (513) 6,786
Early retirement benefits ............. .. .. ... .. ... .. .. 7,926 819 (1,392) 7,353
Compensation to employees for termination of employment

relationship ...... ... . 9 18 (19) 8
Total ... e 24,807 50,236 (48,335) 26,708

2008
Accrued
As at during  Payments As at
M 1 January the year made 31 December

Salaries, bonuses, allowances and subsidies .............. 3,859 31,528 (27,676) 7,711
Defined contribution retirement schemes ................ 1,106 4,264 (4,926) 444
Other social insurance and welfare . .................... 1,619 5,772 (6,033) 1,358
Housingfunds .. ....... ... .. 103 2,605 (2,637) 71
Union running costs and employee education costs . . . ... ... 645 1,069 (982) 732
Supplementary retirement benefits . .. ................... @)) 6,159 852 (455) 6,556
Early retirement benefits ................. ... .. ... .... 8,998 360 (1,432) 7,926
Compensation to employees for termination of employment

relationship ....... ... . . 18 45 (54) 9
Total ... 22,507 46,495 (44,195) 24,807

(1) Supplementary retirement benefits

The Group’s obligations in respect of the supplementary retirement benefits as at the end of the reporting
period were calculated using the projected unit credit actuarial cost method and reviewed by qualified staff (a
member of Society of Actuaries of the United States of America) of an external independent actuary: Towers,

Perrin, Forster & Crosby, Inc., Hong Kong.

(a) Breakdowns of supplementary retirement benefits of the Group and the Bank are as follows:

Group and Bank

2009 2008
Present value of supplementary retirement benefit obligations ........................ 6,766 6,842
Unrecognised actuarial gains/(I0SS€S) . ... ..ottt e 20 (286)
Asat 31 December . . ... e 6,786 6,556

I-66



APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

(b) Movements of supplementary retirement benefits of the Group and the Bank are as follows:

Group and Bank

2009 2008
Asat 1 January . . ... 6,556 6,159
Payments made . ... ... ... (513) (455)
Expenses recognised in profit or loss
—INtErESt COSE . . ottt 206 284
—Past SEIVICE COSES . .\ vttt e et 537 568
Asat 31 December . . . ..o 6,786 6,556

Interest cost was recognised in other general and administrative expenses. Past service costs were
recognised in staff costs.

(c) Principal actuarial assumptions of the Group and the Bank as at the end of the reporting period:

Group and Bank
2009 2008
DISCOUNT TALE . . . . ottt e e e 3.50% 3.00%
Health care COSt INCTEASES . . .. oottt e e 7.00% 7.00%
Average expected future lifetime of eligible employees ............... .. .. .. .... 14.7 years 15.2 years

(2) The Group and the Bank had no overdue balance of accrued staff costs as at the end of the reporting
period.

45 TAXES PAYABLE

Group Bank
2009 2008 2009 2008
INCOmMeE taX . . ..o 20,627 29,777 20,362 29,558
Business tax and surcharges . ......... ... . i i 4,562 47706 4,545 4,698
OtheTS . oo 651 1,055 642 1,054
Total .. e 25,840 35,538 25,549 35,310
46 INTEREST PAYABLE
Group Bank
2009 2008 2009 2008
Deposits from banks and non-bank financial institutions ................ 91 1,059 959 1,057
Placements from banks and non-bank financial institutions . ............. 36 180 27 224
Financial assets sold under repurchase agreements .................... — 3 — 3
Deposits from Customers . .. ...ttt 56,738 57,743 56,708 57,665
Debt securities iSSuUed ... ... e 1,650 553 1,651 553
OtherS . oo 102 157 97 150
Total ... 59,487 59,695 59,442 59,652
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47 PROVISIONS

Group and Bank

2009 2008
Litigation ProViSIONS . .. ... c. ittt et e et et e e e 894 1,117
O ReTS .« . o 450 689
Total . .. 1,344 1,806
48 DEBT SECURITIES ISSUED

Group Bank
Note 2009 2008 2009 2008

Certificates of depositissued .......... ... .. ... (1) 15,893 11,017 15,502 9,608
Bondsissued . ......... . . 2) 2,863 2,854 2993 2984
Subordinated bonds issued ........... . ... (3) 79,888 39,939 79,888 39,939
Total . ... 98,644 53,810 98,383 52,531

(1) Certificates of deposit were mainly issued by Hong Kong branch, New York branch of the Bank and CCB Asia in Hong Kong and
recognised at amortised cost.
(2) Bonds issued represent the fixed rate RMB bonds issued on 11 September 2008 and will mature on 11 September 2010.

Group Bank
2009 2008 2009 2008
3.24% fixedrate RMB bonds . ... 2,870 2,870 3,000 3,000
Less: Unamortised iSSUANCE COSt . . o v vt v i vt e e ettt eens (@) (16) (@) (16)
Carrying value as at 31 December ............ ... ... .. ... ... 2,863 2,854 2,993 2,984

(3) Subordinated bonds issued
The carrying value of the Group and the Bank’s subordinated bonds issued upon the approval of the PBOC and the CBRC is as follows:

Group and Bank
Note 2009 2008
3.20% subordinated fixed rate bonds maturing in February 2019 ......... ... ... ... ..... (a) 12,000 —
4.00% subordinated fixed rate bonds maturing in February 2024 ......................... (b) 28,000 —
3.32% subordinated fixed rate bonds maturing in August 2019 .......... ... .. ... .. (c) 10,000 —
4.04% subordinated fixed rate bonds maturing in August 2024 ......... ... ... oL (d) 10,000 —
4.80% subordinated fixed rate bonds maturing in December 2024 . ....................... (e) 20,000 —
4.87% subordinated fixed rate bonds maturing in August 2014 . ........ ... ... .. oL ) — 11,140
Subordinated floating rate bonds maturing in August 2014 . ........ ... ... oL ) — 3,860
4.95% subordinated fixed rate bonds maturing in September 2014 ........ ... ... ... .. ... ) — 8,300
Subordinated floating rate bonds maturing in December 2014 .. ..... ... ... ... ... .. ... ) — 6,078
4.95% subordinated fixed rate bonds maturing in December 2014 . ............. ... ... .. (f) 10,622
Total nominal value . ... ... ... .. .. 80,000 40,000
Less: Unamortised iSSUANCE COSE . .. oottt et ettt ettt ettt en (112) 61)
Carrying value as at 31 December .. ... ...ttt 79,888 39,939

(a) The interest rate per annum on the subordinated fixed rate bonds issued in February 2009 is 3.20%. The Group has an option to
redeem the bonds on 26 February 2014. If they are not redeemed by the Group, the interest rate will increase to 6.20% per annum
from 26 February 2014 for the next five years.

(b) The interest rate per annum on the subordinated fixed rate bonds issued in February 2009 is 4.00%. The Group has an option to
redeem the bonds on 26 February 2019. If they are not redeemed by the Group, the interest rate will increase to 7.00% per annum
from 26 February 2019 for the next five years.
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(c) The interest rate per annum on the subordinated fixed rate bonds issued in August 2009 is 3.32%. The Group has an option to
redeem the bonds on 11 August 2014. If they are not redeemed by the Group, the interest rate will increase to 6.32% per annum

from 11 August 2014 for the next five years.

(d) The interest rate per annum on the subordinated fixed rate bonds issued in August 2009 is 4.04%. The Group has an option to
redeem the bonds on 11 August 2019. If they are not redeemed by the Group, the interest rate will increase to 7.04% per annum

from 11 August 2019 for the next five years.

(e) The interest rate per annum on the subordinated fixed rate bonds issued in December 2009 is 4.80%. The Group has an option to
redeem the bonds on 22 December 2019. If they are not redeemed by the Group, the interest rate will increase to 7.80% per annum

from 22 December 2019 for the next five years.

(f) The Group exercised the options to redeem these subordinated bonds issued in 2004 at par value in August, September and

December 2009.

49 OTHER LIABILITIES

Group Bank
2009 2008 2009 2008
Dormant aCCOUNtS . ... ...ttt 4,290 4,379 4,290 4,379
Securities underwriting and redemption payable . .................. 1,813 3,616 1,813 3,616
Payment and collection clearance account ....................... 454 592 450 592
Payables to China Jianyin Investment Limited (“Jianyin™) ........... 372 57 372 57
Settlement aCCOUNLS . ... .ottt 135 498 135 437
Ohers . . oot e 13,514 12,844 12,997 12,240
Total .. 20,578 21,986 20,057 21,321

50 SHARE CAPITAL

Listed in Hong Kong (H Share)

Listed in Mainland China (A Share) ... .......... . ... . . . i,

Total

Group and Bank
2009 2008

224,689 224,689
9,000 9,000

233,689 233,689

All H and A shares are ordinary shares and rank pari passu with the same rights and benefits.

51 CAPITAL RESERVE

Share premitm . . ... .o
Others . ..o

Group and Bank
2009 2008
90,210 90,210

56 31
90,266 90,241

Share premium was the amount arising from the issue of shares at prices in excess of their par value.
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52 INVESTMENT REVALUATION RESERVE

The changes in fair value of available-for-sale financial assets were recognised in “investment revaluation

reserve”. Movements of investment revaluation reserve are as follows:

Group
2009
Before-tax amount Tax (expense)/benefit Net-of-tax amount
AsatlJanuary ........................... 14890 (3734) 11,1 56
Gains/(losses) during the year
—Available-for-sale equity instruments . . . . 8,212 (2,052) 6,160
—Available-for-sale debt securities ....... (6,050) 1,511 (4,539)
2,102 L54D 1,621
Reclassification adjustments
—Impairment losses ................... 999 (250) 749
—Net realised gains on disposal .......... (925) 232 (693)
—Amortisation of losses of investments
reclassified from available-for-sale to
held-to-maturity . .................. 440 (110) 330
....... Sl4 .128) 386
Asat31 December .............. .. ... ..... 17,566 (4,403) 13,163
2008
Before-tax amount Tax (expense)/benefit Net-of-tax amount
AsatlJanuary ... 21,886 (5,478) 16,408
Losses during the year
—Available-for-sale equity instruments . . . . (18,234) 4,558 (13,676)
—Available-for-sale debt securities ....... (762) 186 (576)
(18,996) 4744 (14,252)
Reclassification adjustments
—Impairment losses ................... 10,622 (2,655) 7,967
—Net realised losses on disposal ......... 247 (62) 185
—Amortisation of losses of investments
reclassified from available-for-sale to
held-to-maturity . .................. 1,131 (283) 848
12,000 3000 9,000
Asat31 December ........................ 14,890 (3,734) 11,156
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Bank
2009
Before-tax amount Tax (expense)/benefit Net-of-tax amount
AsatlJanuary ........................... 14862 (3724) 11138
Gains/(losses) during the year
—Available-for-sale equity instruments . . . . 8,200 (2,051) 6,149
—Available-for-sale debt securities ....... (5,947) 1,487 (4,460)
2253 569 1,689
Reclassification adjustments
—Impairment losses ................... 999 (250) 749
—Net realised gains on disposal .......... (925) 232 (693)
—Amortisation of losses of investments
reclassified from available-for-sale to
held-to-maturity . .................. 440 (110) 330
....... Sl4 .128) 386
Asat31 December ................ ... ..... 17,629 (4,416) 13,213
2008
Before-tax amount Tax (expense)/benefit Net-of-tax amount
AsatlJanuary ... 21,855 (5,467) 16,388
Losses during the year
—Available-for-sale equity instruments . . . . (18,231) 4,557 (13,674)
—Available-for-sale debt securities ....... (762) 186 (576)
(18,993) 4743 (14,250)
Reclassification adjustments
—Impairment losses ................... 10,622 (2,655) 7,967
—Net realised losses on disposal ......... 247 (62) 185
—Amortisation of losses of investments
reclassified from available-for-sale to
held-to-maturity . .................. 1,131 (283) 848
12,000 30000 9,000
Asat3l December ........................ 14,862 (3,724) 11,138

53 SURPLUS RESERVE

Surplus reserves consist of statutory surplus reserve fund and discretionary surplus reserve fund.

The Bank is required to allocate 10% of its net profit, as determined under the Accounting Standards for
Business Enterprises and other relevant requirements issued by the MOF (“PRC GAAP”), to the statutory surplus
reserve fund until the reserve fund balance reaches 50% of its registered capital. After making appropriations to
the statutory surplus reserve fund, the Bank may also allocate its net profit to the discretionary surplus reserve
fund upon approval by shareholders in general meeting.
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54 GENERAL RESERVE

The general reserve of the Group and the Bank is set up based upon the requirements of:

Note
MOF @))
Hong Kong Banking Ordinance .............................. 2)
Other regulatory bodies in Mainland China ..................... 3)

Other overseas regulatory bodies .............................

Asat31 December . ...........

Group Bank
2009 2008 2009 2008
46,093 46,093 46,093 46,093
592 476 105 105
109 56 — —
12 3 11 2

46,806 46,628

46,209 46,200

(1) Pursuant to relevant regulations issued by MOF, the Bank is required to set aside a general reserve through appropriations of profit after
tax according to a certain provision ratio of the ending balance of gross risk-bearing assets to cover potential losses against their assets. In
principle, the general reserve balance should not be lower than 1% of the ending balance of gross risk-bearing assets. The Bank is
requested to set aside the required general reserve within a transitional period of approximately three years, but no more than five years,

from 1 July 2005.

(2) Pursuant to requirements of the Hong Kong Banking Ordinance, the Group’s banking operations in Hong Kong are required to set aside
amounts in a regulatory reserve in respect of losses which it will, or may, incur on loans and advances to customers, in addition to
impairment losses recognised in accordance with the accounting policies of the Group. Transfers to and from the regulatory reserve are

made through retained earnings.

(3) Pursuant to the relevant regulatory requirements in Mainland China, the Bank’s subsidiary is required to appropriate a certain amount of

its net profit as general reserve.

55 PROFIT DISTRIBUTION

In the Annual General Meeting held on 11 June 2009, the shareholders approved the profit distribution for
the six months from 1 July 2008 to 31 December 2008. The Bank appropriated final dividend in an aggregate
amount of RMB 19,560 million for the six months from 1 July 2008 to 31 December 2008.

On 26 March 2010, Board of Directors proposed the following profit distribution scheme for the year ended

31 December 2009:

(1) Appropriate statutory surplus reserve amounted to RMB10,499 million, based on 10% of the net profit
of the Bank amounted to RMB 104,986 million. It has been recorded in “Surplus reserve” as at the end

of the reporting period.

(2) Appropriate general reserve amounted to RMB14,382 million, pursuant to relevant regulations issued

by MOF.

(3) Appropriate cash dividend of RMB0.202 per share before tax amounting to RMB47,205 million in
total to all shareholders. The proposed dividend after the reporting period is not recognised as a

liability.

Above proposed profit distribution scheme is subject to the approval of Shareholders Meeting. Cash
dividends will be distributed to all shareholders registered at the relevant date upon approval.
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56 NOTES TO CONSOLIDATED CASH FLOW STATEMENT

(1) Cash and cash equivalents

2009 2008

Cash . .o 40,396 34,313
Surplus deposit reserves with central banks .. ........ .. .. .. .. .. . i 265,453 277,981
Demand deposits with banks and non-bank financial institutions ...................... 20,280 24,560
Deposits with banks and non-bank financial institutions with original maturity with or

within three months . . ... .. . 36,226 5,201
Placements with banks and non-bank financial institutions with original maturity with or

within three MmONthS . .. ... e 17,894 13,756
Total o 380,249 355,811

(2) Cash inflows from acquisition of subsidiaries

In 2009, net cash inflows arise from the acquisitions of the following subsidiaries, which represent the
excess of the cash and cash equivalents acquired over the considerations paid in cash.

(a) Cangnan Rural

To establish Cangnan Rural, the Bank made a cash contribution of RMBS53 million, and acquired cash and
cash equivalents of RMB150 million. The net cash inflow from the acquisition is RMB97 million.

(b) Jianxin Trust

To acquire Jianxin Trust, the Bank paid a cash consideration of RMB3,409 million, and acquired cash and
cash equivalents of RMB3,466 million. The net cash inflow arising from the aforesaid acquisition is RMB57
million, which is analysed as follows:

Recognised  Fair value  Carrying

values adjustments amounts
Deposits with banks and non-bank financial institutions . ................. 3,466 — 3,466
Financial assets at fair value through profitorloss ...................... 149 — 149
Loans and advances tO CUSTOMETS . . . .. vt i et e i e 92 — 92
Available-for-sale financial assets . ............... i 1,268 752 516
Held-to-maturity investments . . .. .. .......ouuinineneeneanenennn... 1 — 1
Fixed assets . .. oottt 169 — 169
Other @SSELS . . ottt e 72 — 72
Accrued staff COStS ... ... . 7 — @)
Taxes payable . . ... ©)] — ©)]
Deferred tax liabilities ... ........ ... ... .t (199) (188) (11)
Other Habilities . . .. ...ttt e e e () — )
Total .. 4,994 564 4,430
MINOTity TNEETESES . o . v ottt e ettt e e e et e e e e (1,648)
Net identifiable asSets . . . ...ttt 3,346
Goodwill on acqUISItION . . .o\ o vttt 63
Consideration transferred .. ... ... . 3,409
Cash and cash equivalents acquired . ........... ... .. ... ..., 3,466
Consideration paid, satisfied incash ........... ... ... ... ... ... .... (3,409)
Net cash inflow from the acquisition .............. ... ... .. ... ...... 57
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The amounts of operating income and net loss of Jianxin Trust since the acquisition date included in the
consolidated statement of comprehensive income for the year ended 31 December 2009 are RMB63 million and
RMBI12 million respectively. Had the aforesaid acquisition occurred on 1 January 2009, the operating income
and net profit of the Group would have been RMB269,495 million and RMB 106,974 million respectively for the
year ended 31 December 2009.

(c) China Construction Bank (Asia) Finance Limited (“CCBAF”)

To acquire CCBAF (previously known as “AIG Finance (Hong Kong) Limited”), CCB Asia, one subsidiary
of the Group, paid a cash consideration equivalent to RMBS510 million, and acquired cash and cash equivalents
equivalent to RMB4,185 million. The net cash inflow arising from the aforesaid acquisition is equivalent to
RMB3,675 million, which is analysed as follows:

Recognised  Fair value  Carrying

values adjustments amounts
Deposits with banks and non-bank financial institutions .................. 2,951 — 2,951
Placements with banks and non-bank financial institutions . ............... 1,234 — 1,234
Interest receivable . .. ... ... .. .. 8 — 8
Loans and advances tO CUSTOMEIS . . . .. ..o v vttt i i e i e 3,762 — 3,762
Auvailable-for-sale financial assets . ............... ... ... . . ... 61 — 61
Held-to-maturity investments ... ..............ouiiininennenenen.... 35 — 35
Fixed assets . . ..ot 6 — 6
Deferred tax assets .. ...t 79 — 79
Other @SSELS . . oottt e 19 — 19
Placements from banks and non-bank financial institutions ............... (1,936) — (1,936)
Negative fair value of derivatives ........... ... .. . ... (58) — (58)
Deposits from CUStOMErs . ... ...ttt (4,207) — (4,207)
Accrued staff coStS .. ... 21 — 21
Taxes payable . .. ... (12) — (12)
Interest payable . . ... ... (32) — (32)
Debt securities iSSUEd . . ... oot i e (756) — (756)
Other Habilities . . . ... ... e (150) — (150)
Net identifiable assets . . . ... v vttt 983 — 983
Gain on aCqUISIEION . . . ¢\ttt e et 473)
Consideration transferred . ........ ... ... ... .. ... 510
Cash and cash equivalents acquired ............ .. ... ... 4,185
Consideration paid, satisfiedincash ........... ... ... ... ... ... .... (510)
Net cash inflow from the acquisition .............. .. ... .. ... .. ..... 3,675

The amounts of operating income and net profit of CCBAF since the acquisition date included in the
consolidated statement of comprehensive income for the year ended 31 December 2009 are RMB111 million and
RMBI10 million respectively. Had the aforesaid acquisition occurred on 1 January 2009, the operating income
and net profit of the Group would have been RMB269,739 million and RMB106,721 million respectively for the
year ended 31 December 2009.

(d) Other subsidiaries

The net cash inflows arising from the acquisitions of subsidiaries by CCBI, one subsidiary of the Group, are
equivalent to RMB33 million (2008: equivalent to RMB24 million).
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(3) Cash outflows used in acquisitions of associates and jointly controlled entities

In 2009, CCBI paid cash considerations equivalent to RMB54 million to acquire associates and jointly
controlled entities (2008: equivalent to RMB2 million). In 2008, the Group paid a cash considerations equivalent
to RMB680 million to acquire DSL, one jointly controlled entity.

(4) Cash flows related to additional capital injections

In 2008, the Bank and Bausparkasse Schwaebisch Hall of Germany paid cash of RMB638 million and an
amount equivalent of RMB212 million respectively as the additional capital contribution to Sino-German
respectively.

(5) Cash flows related to disposals of subsidiaries

In 2009, CCBI disposed of a portion of equity interests in its subsidiaries for cash receipts equivalent to
RMB100 million (2008: equivalent to RMB38 million).

(6) Cash dividend paid

For the year ended 31 December 2009, the subsidiaries paid a cash dividend of RMB18 million to minority
shareholders (2008: RMB23 million), which is included in the amount of the total cash dividend paid by the Group.

57 OPERATING SEGMENTS

As mentioned in Note 4(21), the Group has presented the operating segments in a manner consistent with
the way in which information is reported internally to the Group’s chief operating decision maker for the
purposes of resource allocation and performance assessment. Measurement of segment assets and liabilities and
segment income and results is based on the Group’s accounting policies.

Transactions between segments are conducted under normal commercial terms and conditions. Internal
charges and transfer prices are determined with reference to market rates and have been reflected in the
performance of each segment. Net interest income and expense arising from internal charges and transfer pricing
adjustments are referred to as “internal net interest income/expense”. Interest income and expense earned from
third parties are referred to as “external net interest income/expense”.

Segment revenues, results, assets and liabilities include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis. Segment income, results, assets, and liabilities are determined
before intra-group balances and intra-group transactions are eliminated as part of the consolidation process.
Segment capital expenditure is the total cost incurred during the period to acquire fixed assets, intangible assets
and other long-term assets.

(1) Geographical segments

The Group operates principally in Mainland China with branches covering all provinces, autonomous
regions and municipalities directly under the central government, and several subsidiaries located in Mainland
China. The Group also has bank branch operations in Hong Kong, Singapore, Frankfurt, Johannesburg, Tokyo,
Seoul and New York, and certain subsidiaries operating in Hong Kong and London.

In presenting information on the basis of geographical segments, operating income is allocated based on the
location of the branches and subsidiaries that generate the income. Segment assets, liabilities and capital

expenditure are allocated based on their geographical location.
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Geographical segments of the Group, as defined for management reporting purposes, are defined as follows:

“Yangtze River Delta” refers to the following areas serviced by the subsidiary and tier-1 branches of
the Bank: Shanghai Municipality, Jiangsu Province, Zhejiang Province, City of Ningbo and City of
Suzhou;

“Pearl River Delta” refers to the following areas serviced by the tier-1 branches of the Bank:
Guangdong Province, City of Shenzhen, Fujian Province and City of Xiamen;

“Bohai Rim” refers to the following areas serviced by the subsidiaries and tier-1 branches of the Bank:
Beijing Municipality, Shandong Province, Tianjin Municipality, Hebei Province and City of Qingdao;

the “Central” region refers to the following areas serviced by the subsidiaries and tier-1 branches of the
Bank: Shanxi Province, Guangxi Autonomous Region, Hubei Province, Henan Province, Hunan
Province, Jiangxi Province, Hainan Province, Anhui Province and the Three Gorges Area;

the “Western” region refers to the following areas serviced by the tier-1 branches of the Bank: Sichuan
Province, Chongqing Municipality, Guizhou Province, Yunnan Province, Tibet Autonomous Region,
Inner Mongolia Autonomous Region, Shaanxi Province, Gansu Province, Qinghai Province, Ningxia
Autonomous Region and Xinjiang Autonomous Region; and

the “Northeastern” region refers to the following areas serviced by the tier-1 branches of the Bank:
Liaoning Province, Jilin Province, Heilongjiang Province and City of Dalian.
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2009
Yangtze Pearl
River River Bohai North Head
Delta Delta Rim Central Western Eastern Office  Overseas Total
External net interest

income............. 31,201 15,457 17,347 20,601 25,352 5,684 93,325 2,918 211,885
Internal net interest

income/(expense) .. .. 12,109 13,386 17,594 13,764 11,003 7,391  (75,106) (141) —
Net interest income . . . . 43,310 28,843 34,941 34,365 36,355 13,075 18,219 2,777 211,885
Net fee and commission

income............. 11,848 8,506 7,770 7,496 6,638 2,679 2,625 497 48,059
Net trading gain/(loss) .. 121 238 105 23 92 41 (290) 1,903 2,233
Dividend income . . .. ... 9 — 8 12 13 — 36 22 100
Net gain arising from

investment

securities ........... 5 — 11 416 348 305 3,296 90 4,471
Other operating income/

(loss),net........... 478 306 279 307 741 171 (435) 719 2,566
Operating income . . ... 55,771 37,893 43,114 42,619 44,187 16,271 23,451 6,008 269,314
Operating expenses . . . . . (19,352) (13,947) (16,342) (17,847) (17,587) (7,605) (10,398) (2,068) (105,146)
Impairment losses . . . ... (7,384) (3,880)  (3,867) (4,364) (711) (1,584) (996) (2,674) (25,460)
Share of profits less

losses of associates

—and jointly

controlled entities . ... — — — — — — — 17 17
Profit before tax ...... 29,035 20,066 22,905 20,408 25,889 7,082 12,057 1,283 138,725
Capital expenditure . . . . . 3,229 1,794 2,990 3,361 3,138 1,636 5,447 179 21,774
Depreciation and

amortisation ........ 1,846 1,331 1,590 1,900 1,659 800 1,660 90 10,876
Segment assets ........ 1,890,649 1,462,959 1,675,219 1,500,338 1,508,896 642,640 4,418,463 232,669 13,331,833
Interests in associates and

jointly controlled

entities . ............ — — — — — — — 1,791 1,791

1,890,649 1,462,959 1,675,219 1,500,338 1,508,896 642,640 4,418,463 234,460 13,333,624
Deferred tax assets .. ... 10,790
Elimination ........... (3,721,059)
Total assets ........... 9,623,355
Segment liabilities .. ... 1,888,969 1,460,261 1,670,431 1,497,353 1,505,890 641,924 3,910,613 209,737 12,785,178
Deferred tax liabilities . . 216
Elimination ........... (3,721,059)
Total liabilities ........ 9,064,335
Off-balance sheet credit
commitments . ....... 475,571 318,201 431,592 240,055 223,893 115,788 14,956 41,417 1,861,473
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2008
Yangtze Pearl
River River Bohai North Head
Delta Delta Rim Central Western Eastern Office  Overseas Total

External net interest

income ............. 37,756 17,097 19,940 21,850 24,064 5,949 95,727 2,537 224,920
Internal net interest

income/(expense) .. .. 6,770 11,327 13,847 10,276 7913 6,285 (56,222) (196) —
Net interest income . . . . 44,526 28,424 33,787 32,126 31,977 12,234 39,505 2,341 224,920
Net fee and commission

income............. 9,758 6,237 6,405 5911 5,150 2,299 2,326 360 38,446
Net trading gain ....... 311 360 158 45 128 63 779 1,369 3,213
Dividend income . . .. ... 5 — 35 23 5 — 63 19 150
Net gain/(loss) arising

from investment

securities ........... 83 22 497 324 117 104 (3,543) 144 (2,252)
Other operating income,

net ................ 402 270 461 516 529 203 2,432 457 5,270
Operating income . . ... 55,085 35,313 41,343 38,945 37,906 14,903 41,562 4,690 269,747
Operating expenses . . . . . (19,083) (13,324) (15,729) (16,776) (16,519) (7,116) (9,223) (1,423) (99,193)
Impairment losses . . . ... (6,484) (4,128)  (7,034) (6,387) 9,549) (2,353) (13,944) (950) (50,829)
Share of profits less

losses of associates and

jointly controlled

entities . . ........... — — — — — — — 16 16
Profit before tax ...... 29,518 17,861 18,580 15,782 11,838 5,434 18,395 2,333 119,741
Capital expenditure . . . .. 2,843 1,984 2,421 3,186 2,752 1,376 2,933 376 17,871
Depreciation and

amortisation ........ 1,685 1,169 1,429 1,615 1,412 680 1,293 68 9,351
Segment assets ........ 1,468,824 1,074,866 1,369,934 1,157,174 1,170,334 507,337 3,523,723 119,865 10,392,057

Interests in associates and
jointly controlled
entities . ............ — — — — — — — 1,728 1,728

1,468,824 1,074,866 1,369,934 1,157,174 1,170,334 507,337 3,523,723 121,593 10,393,785

Deferred tax assets .. ... 7,855
Elimination ........... (2,846,188)
Total assets ........... 7,555,452
Segment liabilities .. ... 1,466,440 1,074,054 1,367,662 1,158,073 1,173,707 507,936 3,064,993 121,208 9,934,073
Deferred tax liabilities . . 5
Elimination ........... (2,846,188)

Total liabilities ........ 7,087,890

Off-balance sheet credit
commitments . ....... 386,800 193,746 284,558 172,079 186,488 89,428 15,936 21,445 1,350,480
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(2) Business segments

Business segments, as defined for management reporting purposes, are as follows:

Corporate banking

This segment represents the provision of a range of financial products and services to corporations,
government agencies and financial institutions. The products and services include corporate loans, trade
financing, deposit taking activities, agency services, financial consulting and advisory services, cash management
services, remittance and settlement services, custody services and guarantee services, etc.

Personal banking

This segment represents the provision of a range of financial products and services to individual customers.
The products and services comprise personal loans, deposit taking activities, card business, personal wealth
management services, remittance services and securities agency services, etc.

Treasury business

This segment covers the Group’s treasury operations. The treasury enters into interbank money market
transactions, repurchase and resale transactions, and invests in debt securities. It also trades in derivatives and
foreign currency for its own account. The treasury carries out customer-driven derivatives, foreign currency and
precious metal trading. Its function also includes the management of the Group’s overall liquidity position,
including the issuance of debt securities.

Others

These represent equity investments and the revenues, results, assets and liabilities of overseas branches and
subsidiaries.
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External net interest income/(expense)
Internal net interest (expense)/income

Net interest income . .............
Net fee and commission income . . ..
Net trading (loss)/gain ............
Dividend income ................

Net gain arising from investment securities . . . .. ...

Other operating income/(loss), net . . .
Operating income ...............

Operating expenses . .............
Impairment losses . ...............

Share of profits less losses of associates and jointly

controlled entities ..............
Profit beforetax ................

Capital expenditure ..............
Depreciation and amortisation . . . ...

Segment assets . .................

Interests in associates and jointly controlled

entities . ............ ...

Deferred tax assets ...............
Elimination .....................

Totalassets .....................
Segment liabilities ...............

Deferred tax liabilities ............
Elimination .....................

Total liabilities ..................

Off-balance sheet credit commitments

2009
Corporate Personal Treasury
banking banking business Others Total
142,914 (21,796) 87,633 3,134 211,885
(18,525) 84,613 (65,434) (654) —
124,389 62,817 22,199 2,480 211,885
19,884 17,882 9,518 775 48,059
(169) 36 459 1,907 2,233
— — — 100 100
— — 3,242 1,229 4,471
558 232 (378) 2,154 2,566
144,662 80,967 35,040 8,645 269,314
(43,029)  (53.,492) (3,802) (4,823) (105,146)
(17,476) (4,164) (944) (2,876)  (25,460)
— — — 17 17
84,157 23,311 30,294 963 138,725
6,567 13,964 987 256 21,774
3,280 6,975 493 128 10,876
3,879,101 1,073,608 4,449,759 256,060 9,658,528
— — — 1,791 1,791
3,879,101 1,073,608 4,449,759 257,851 9,660,319
10,790
(47,754)
9,623,355
4723263 4,002,153 101,545 284,912 9,111,873
216
(47,754)
9.064.335
1,573,849 249,504 — 38,120 1,861,473
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External net interest income/(expense) ...........
Internal net interest (expense)/income ............

Net interestincome . .........................
Net fee and commission income . ...............
Nettrading gain ................ooienenon...
Dividend income ............. .. .. ... . ... ...,
Net (loss)/gain arising from investment securities . . .
Other operating income, net .. ..................

Operatingincome ...........................

Operating eXpenses ... .........oeeuerenenenn.n
Impairmentlosses . ...,

Share of profits less losses of associates and jointly

controlled entities . .........................
Profit beforetax ............................

Capital expenditure ..........................
Depreciation and amortisation ..................

Segment assets .. ...

Interests in associates and jointly controlled

ENLLIES . ot

Deferred tax assets .............ciiiinn.. ..
Elimination . ......... ... ... . ...

Total assets .. .....viii i
Segment liabilities ...........................

Deferred tax liabilities ........................
Elimination . ............. ... ... ... .. ..

Total liabilities . .......... .. ... ... .. ..

Off-balance sheet credit commitments . ...........

58 ENTRUSTED LENDING BUSINESS

2008
Corporate Personal Treasury
banking banking business Others Total
148,357 (18,076) 92,651 1,988 224,920
(22,347) 76,493 (52,023) (2,123) —
126,010 58,417 40,628 (135) 224,920
15,350 15,286 7,085 725 38,446
138 293 1,489 1,293 3,213
— — — 150 150
— — 4,166) 1,914 (2,252)
578 577 2,330 1,785 5,270
142,076 74,573 47,366 5,732 269,747
(42,824)  (49,742) (2,857) (3,770)  (99,193)
(31,884) (4,582)  (12,999) (1,364)  (50,829)
— — — 16 16
67,368 20,249 31,510 614 119,741
5,905 11,038 887 41 17,871
3,061 5,723 460 107 9,351
3,214,610 863,351 3,358,278 142,347 7,578,586
— — — 1,728 1,728
3,214,610 863,351 3,358,278 144,075 7,580,314
7,855
_ G217
7,935,452
3,431,049 3,426,013 70,789 192,751 7,120,602
5
_32.717)
7,087,890
1,168,055 182,425 — 1,350,480

As at the end of the reporting period, the entrusted loans and funds were as follows:

Entrusted 10ans . .. ... .

Entrusted funds . . ... ..
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59 PLEDGED ASSETS
(1) Assets pledged as security
(a) Carrying value of pledged assets analysed by asset type

Group Bank
2009 2008 2009 2008
Pledged deposits . . .. ..ot 342 — 342 —
Loans . ... — — 2,625 —
Government bonds .. ... ... — 859 — 859
Corporate bonds ... ... ...t — 81 — 81
Public sector entity bonds . ........... ... — 750 — 750
Financial institution bonds . .......... .. ... 57_9 3,180 579 3,180
Total ..o % 4,870 3,546 4,870
(b) Carrying value of pledged assets analysed by classification
Group Bank
2009 2008 2009 2008
Deposits with banks and non-bank financial institutions ............ 342 — 342 —
Loans and advances to CUSTOMETS . ... oo — — 2,625 —
Available-for-sale financial assets . ............. ... 579 2,886 579 2,886
Held-to-maturity investments . .................ouieniunenenan.. — 1,984 — 1,984
Total ... 921 4,870 3,546 4,870

(2) Collateral accepted as securities for assets

The Group conducts resale agreements under usual and customary terms of placements, and holds collateral
for these transactions. As at 31 December 2009 and 2008, the Group did not hold for resale agreements any
collateral which it was permitted to sell or repledge in the absence of default for the transactions.

60 COMMITMENTS AND CONTINGENT LIABILITIES
(1) Credit commitments

Credit commitments take the form of approved loans with signed contracts, credit card limits, financial
guarantees and letters of credit. The Group assesses and makes allowance for any probable losses accordingly.

The contractual amounts of loans and credit card commitments represent the cash outflows should the
contracts be fully drawn upon. The amounts of guarantees and letters of credit represent the maximum potential
loss that would be recognised if counterparties failed completely to perform as contracted. Acceptances comprise
undertakings by the Group to pay bills of exchange drawn on customers. The Group expects most acceptances to
be settled simultaneously with the reimbursement from the customers.
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As the facilities may expire without being drawn upon, the total of the contractual amounts set out in the
following table is not representative of expected future cash outflows.

Group Bank
2009 2008 2009 2008

Loan commitments
—with an original maturity under one year ............ 84,261 47,941 80,050 44,028
—with an original maturity of one year or over ......... 443,366 259,904 443,138 259,880
Credit card commitments . ..............couiiininenennn.. 260,656 174,714 240,391 174,714
788,283 482,559 763,579 478,622
Bank acceptances ............. . 339,354 219,603 339,240 219,487
Financing guarantees . . ...t .. 149,750 182,518 153,468 181,979
Non-financing guarantees . .............c..c..eueuenenn... 415,342 362,668 415,277 362,632
Sight letters of credit .. ........ ... ... ..., 47,091 36,386 47,091 36,386
Usance letters of credit . ......... ... . . .. .. 72,373 35,110 72,480 37,499
Others . ... .. 49,280 31,636 49,604 31,580
Total ... 1,861,473 1,350,480 1,840,739 1,348,185

(2) Credit risk-weighted amount

The credit risk-weighted amount refers to the amount as computed in accordance with the rules set out by
the CBRC and depends on the status of the counterparty and the maturity characteristics. The risk weights used
range from 0% to 100% of contingent liabilities and commitments.

Group Bank
2009 2008 2009 2008

Credit risk-weighted amount of contingent liabilities and
COMMULIMENTS . . o vttt ettt e et et e e e e et 898,284 660,982 897,511 660,849

(3) Operating lease commitments

The Group and the Bank lease certain property and equipment under operating leases, which typically run
for an initial period of one to five years and may include an option to renew the lease when all terms are
renegotiated. None of the leases includes contingent rentals. As at the end of the reporting period, the future
minimum lease payments under non-cancellable operating leases for property and equipment were as follows:

Group Bank
2009 2008 2009 2008
Within one year . ...........o.iuin i 3,012 2,458 2,760 2,300
After one year but withintwoyears . ............................ 2,293 2,018 2,112 1,879
After two years but within three years . .......................... 1,822 1,571 1,706 1,501
After three years but within fiveyears . .......................... 2,319 2,150 2,249 2,066
After five Years . . . .. oot 1,767 1,345 1,442 1,315
Total .. 11,213 9,542 10,269 9,061
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(4) Capital commitments

As at the end of the reporting period, the Group and the Bank had capital commitments as follows:

Group Bank
2009 2008 2009 2008
Contracted for . ....... ... 5,511 6,333 5,394 6,298
Authorised but not contracted for ............. ... . . . . . . .. ... 1,652 558 1,635 556
Total .. 7,163 6,891 7,029 6,854

(5) Underwriting obligations

As at 31 December 2009, the unexpired underwriting commitments of the Group and the Bank were
RMB3,890 million (2008: nil).

(6) Redemption obligations

As an underwriting agent of PRC government bonds, the Group has the responsibility to buy back those
bonds sold by it should the holders decide to early redeem the bonds held. The redemption price for the bonds at
any time before their maturity date is based on the coupon value plus any interest unpaid and accrued up to the
redemption date. Accrued interest payables to the bond holders are calculated in accordance with relevant rules
of the MOF and the PBOC. The redemption price may be different from the fair value of similar instruments
traded at the redemption date.

The redemption obligations, which represent the nominal value of government bonds underwritten and sold
by the Group and the Bank, but not yet matured as at 31 December 2009, were RMBS81,424 million
(2008: RMB62,677 million).

(7) Outstanding litigation and disputes

As at 31 December 2009, the Group was the defendant in certain pending litigation and disputes with gross
claims of RMB2,418 million (2008: RMB2,781 million). Provisions have been made for the estimated losses
arising from such litigations based upon the opinions of the Group’s internal and external legal counsels
(Note 47). The Group considers that the provisions made are reasonable and adequate.

(8) Provision against commitments and contingent liabilities

The Group and the Bank assessed and made provisions for any probable outflow of economic benefits in
relation to the above commitments and contingent liabilities in accordance with their accounting policies
(Note 4(13)).

61 RELATED PARTY RELATIONSHIPS AND TRANSACTIONS
(1) Transactions with parent companies and their affiliates

The parent companies of the Group are CIC and Huijin.
Approved by the State Council, CIC was established on 29 September 2007 with a registered capital of
USD200 billion. As a wholly owned subsidiary of CIC, Huijin exercises its rights and obligations as an investor

on behalf of PRC government.
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Huijin was incorporated on 16 December 2003 as a wholly state-owned investment company with the
approval of the State Council. It was registered in Beijing with a registered capital of RMB552,117 million.
Its principal activities are equity investments as authorised by the State Council, without engaging in other
commercial operations.

As at 31 December 2009, Huijin directly held 57.09% shares of the Bank. According to the share transfer
agreement signed between Huijin and Jianyin on 25 May 2009, Jianyin transferred all shares of the Bank,

amounting to 20,692,250,000 H shares, to Huijin for nil consideration. The share transfer completed in July
2009.

The related companies under parent companies include the subsidiaries under parent companies and other
associates and jointly controlled entities.

The Group’s transactions with parent companies and their affiliates mainly include deposit taking, entrusted
asset management, operating leases, lending, purchase and sale of debt securities, money market transactions and
interbank clearing. These transactions are conducted in the normal and ordinary course of the business and under
normal commercial terms.

The Group has issued subordinated debts with a nominal value of RMBS8O0 billion (2008: RMB40 billion).
These are bearer bonds and tradable in secondary market. Accordingly, the Group has no information in respect
of the amount of the bonds held by the affiliates of parent companies as at the end of the reporting period.

(a) Transactions with parent companies

In the ordinary course of the business, transactions that the Group and the Bank entered into with parent
companies are as follows:

Amounts

2009 2008

Ratio to similar Ratio to similar

Amount transactions Amount transactions
Interest eXpense .. ... ......iii i 394 0.31% 332 0.25%

Balances outstanding as at the end of the reporting period

2009 2008

Ratio to similar Ratio to similar

Balance transactions Balance transactions

Deposits from banks and non-bank financial institutions . . . . .. 688 0.09% — —
Deposits from customers . . .. ... 2,508 0.03% 5,325 0.08%
Interest payable ......... ... .. ... 21 0.04% 37 0.06%
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(b) Transactions with the affiliates of parent companies

In the ordinary course of the business, transactions that the Group and the Bank entered into with the
affiliates of parent companies are as follows:

Amounts
2009 2008
Ratio to similar Ratio to similar
w Amount transactions Amount transactions
Interestincome .............ciiiiiii 12,916 3.80% 13,869 3.89%
Interest €Xpense . ............o.iiiiiiiiaa 1,529 1.20% 1,661 1.26%
Fee and commission income .................... 136 0.27% 259 0.65%
Fee and commission expense . ................... 94 5.28% 20 1.24%
Other operating income, net .. ................... 10 0.39% 62 1.18%
Operating eXpenses . ... ......oveuereneneenennn 1) 854 0.81% 953 0.96%
Balances outstanding as at the end of the reporting period
2009 2008
Ratio to similar Ratio to similar
Balance transactions Balance transactions
Deposits with banks and non-bank financial
INSHEULIONS . ..ottt e 33,245 32.86% 6,367 19.24%
Placements with banks and non-bank financial
INSHEULIONS . ..ottt e 8,165 36.75% 5,049 29.99%
Financial assets at fair value through profit or loss . . . . 3,795 20.11% 2,581 5.13%
Positive fair value of derivatives .................. 213 2.25% 504 2.37%
Financial assets held under resale agreements . . ... ... 2,005 0.34% 7,944 3.81%
Interest receivable . ....... ... ... ... .. . . . . . . ... 4,860 12.05% 5,132 13.39%
Loans and advances to customers . ................ 1,586 0.03% 4,829 0.13%
Available for sale financial assets ................. 69,457 10.66% 48,271 8.76%
Held-to-maturity investments .................... 297,382 21.11% 246,696 23.68%
Debt securities classified as receivables ............ 43,103 8.63% 48,478 8.79%
Other assets . ...........c.iuiiiiniinianennann.. (i) 157 1.15% 1,384 10.81%
Deposits from banks and non-bank financial
INSHEULIONS . ..ot e (i) 99,152 12.80% 48,746 10.89%
Placements from banks and non-bank financial
INSHEULIONS . ..ot e 12,338 32.37% 20,618 47.83%
Negative fair value of derivatives ................. 132 1.54% 370 1.99%
Deposits from customers . ....................... 5,989 0.07% 5,900 0.09%
Interest payable ............ .. .. .. .. . ... 170 0.29% 138 0.23%
Other liabilities . . .......... ... ... . ..., 372 1.81% 57 0.26%

(i) Operating expenses mainly represent rental expenses paid by the Group for leased assets, including properties and motor vehicles, owned
by parent companies and its affiliates, and fees for related services provided by parent companies and its affiliates.

(ii) Other assets mainly represent other receivables from the affiliates of parent companies.

(iii) Deposits from the affiliates of parent companies are unsecured and are repayable under normal commercial terms.
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(2) Transactions with associates and jointly controlled entities of the Group

Transactions between the Group and its associates and jointly controlled entities are conducted in the
normal and ordinary course of the business and under normal commercial terms. In the ordinary course of the
business, transactions that the Group entered into with associates and jointly controlled entities are as follows:

Amounts
2009 2008
Interest iNCOME . ... ... . 5 7
INterest EXPENSe . .. ..ottt 1 —
Balances outstanding as at the end of the reporting period
2009 2008
Loans and advances to CUSLOMETS . .. ... u vttt ittt e e et e 211 —
Deposits from CUSTOMETS . . . ..o\ttt et et e e e e e e e e 442 247
Interest payable . .. .. ... — 2

(3) Transactions between the Bank and its subsidiaries

Transactions between the Bank and its subsidiaries are conducted in the normal and ordinary course of the
business and under normal commercial terms. All the inter-group transactions and inter-group balances are

eliminated when preparing the consolidated financial statements as mentioned in Note 4(1)(b).

In the ordinary course of the business, transactions that the Bank entered into with its subsidiaries are as

follows:
Amounts

2009 2008
Interest iNCOME . ... ... . 82 980
INterest EXPENSe . .. ..ottt 135 831
Fee and commission iNCOME . ... ... ..ttt e 124 43
Fee and commission EXPENSE . .. .. ...ttt ittt et e 11 —
Dividend inCOME . .. ... .. 33 —
Net trading Gain . .. .. ..o 3) —
Other operating income/(10Ss), NEt . ... ...ttt e 23 (197)
OPErating EXPENSES . . . vt vttt ettt ettt et e e e e e e 13 218

Balances outstanding as at the end of the reporting period are presented in Note 38.

For the year ended 31 December 2009, the total maximum guarantee limit of guarantee letters issued by the

Bank with its subsidiaries as beneficiary is RMB4,282 million (2008: RMB4,188 million).

For the year ended 31 December 2009, the transactions between subsidiaries of the Group are mainly
deposit taking and ordinary receivables and payables. As at 31 December 2009, the balances of the above
transactions were RMB452 million and RMB 144 million respectively, and the corresponding interest income and

interest expense was RMB4 million.
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(4) Transactions with other PRC state-owned entities

The Group operates in an economic regime currently predominated by entities directly or indirectly owned
by the PRC government through its government authorities, agencies, affiliations and other organisations (*“state-
owned entities”). Transactions with other state-owned entities include but are not limited to: lending and deposit
taking; taking and placing of interbank balances; entrusted lending and other custody services; insurance and
securities agency, and other intermediary services; sale, purchase, underwriting and redemption of bonds issued
by other state-owned entities; purchase, sale and leases of property and other assets; and rendering and receiving
of utilities and other services.

These transactions are conducted in the ordinary course of the Group’s banking business on terms similar to
those that would have been entered into with non-state-owned entities. The Group’s pricing strategy and approval
processes for major products and services, such as loans, deposits and commission income, do not depend on
whether the customers are state-owned entities or not. Having due regard to the substance of the relationships,
the Group is of the opinion that none of these transactions are material related party transactions that require
separate disclosure.

(5) Key management personnel

Key management personnel are those persons having authorities and responsibilities for planning, directing and
controlling the activities of the Group, directly or indirectly, including directors, supervisors and senior executives.

The compensation of directors and supervisors is disclosed in Note 14. The senior executives annual
compensation before individual income tax during the year is as follows:

2009

Contributions to
defined contribution Other benefits in

Remuneration paid retirement schemes kind (note (i)) Total
RMB’000 RMB’000 RMB’000 RMB’000
Vice president
Fan Yifei (note (i1)) ..................... 492 26 238 756
Vice president and chief risk officer
Zhu Xiaohuang (note (i1)) ................ 492 26 235 753
Vice president
Hu Zheyi (note (i1)) . ...........cc.coe... 492 26 235 753
Vice president and chief financial officer
Pang Xiusheng (note (ii)) ................. 438 26 204 668
Chief audit officer
Yu Yongshun (note (i1)) .. ................ 438 26 204 668
Secretary to the board of directors
Chen Caihong (note (ii)) ................. 438 26 204 668
Controller of wholesale banking
Gu Jingpu (note (ii)) . .......oovvnien.. 438 26 204 668
Controller of retail banking
Du Yajun (note (ii)) ..............c.. ... 438 26 204 668
Controller of investment and wealth
management banking
Mao Yumin (note (ii)) ................... 3,060 11 25 3,096
6,726 219 1,753 8,698
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Company secretary

Chan Mei Sheung . ...............

Qualified accountant

Yuen YiuLeung .................

Vice president
ChenZuofu .....................
FanYifei.......................

Vice president and chief risk officer
Zhu Xiaohuang ..................

Chief financial officer

Pang Xiusheng ..................
Chief audit officer

YuYongshun ...................

Secretary to the board of directors
Chen Caihong . ..................

Controller of wholesale banking
Gulingpu ........ .. .. .. . .

Controller of retail banking
DuYajun ......................

Controller of investment and wealth
management banking
Mao Yumin ....................

Company secretary
Chan Mei Sheung . ...............

Qualified accountant
Yuen YiuLeung .................

Notes:

2009

Contributions to

Salaries and Variable defined contribution Other benefits in
allowance compensation  retirement schemes kind (note (i)) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2,180 1,638 174 16 4,008
2,064 731 @ 20 2,965
4,244 2,369 324 36 6,973
2008
Contributions
to defined
Salaries contribution Other
and Variable retirement benefits in
allowance compensation Sub-total schemes kind (note (i)) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
741 570 1,311 23 75 1,409
741 569 1,310 23 76 1,409
714 547 1,261 23 68 1,352
659 490 1,149 23 68 1,240
659 490 1,149 23 68 1,240
652 500 1,152 23 65 1,240
659 491 1,150 23 67 1,240
659 494 1,153 23 64 1,240
3,287 407 3,694 11 25 3,730
2,255 1,629 3,884 118 18 4,020
2,041 442 2,483 @ 2 2,678
13,067 6,629 19,696 ﬂ 624 20,798

(i)  Other benefits in kind included the Bank’s contributions to medical fund, housing fund and other social insurances, which are payable to
labour and security authorities based on the lower of certain percentage of the salaries and allowance or the prescribed upper limits as
required by the relevant regulations issued by the government authorities. Other benefits also included the Bank’s contribution to its own
corporate annuity plan (which was set up in accordance with the relevant policies issued by the government authorities) and

supplementary medical insurance.

I-89



APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

(i) The total compensation package for these key management personnel for the year ended 31 December 2009 has not yet been finalised in
accordance with regulations of the PRC relevant authorities. The amount of the compensation not provided for is not expected to have
significant impact to the Group’s and the Bank’s financial statements for the year ended 31 December 2009. The final compensation will
be disclosed in a separate announcement when determined.

(6) Loans and advances to directors, supervisors and senior executives

The Group had no material balance of loans and advances to directors, supervisors and senior executives as
at the end of the reporting period. Those loans and advances to directors, supervisors and senior executives were
conducted in the normal and ordinary course of the business and under normal commercial terms or on the same
terms and conditions that are available to other employees, based on terms and conditions granted to third parties
adjusted for reduced risk.

(7) Contributions to defined contribution retirement schemes

The Group participates in various defined contribution retirement schemes organised by municipal and
provincial governments for its employees in Mainland China. For its overseas employees, the Group participates
in various defined contribution retirement schemes at funding rates determined in accordance with the local
practices and regulations. The details of the Group’s defined contribution retirement schemes are described in
Note 4(12)(b).

62 RISK MANAGEMENT
The Group has exposure to the following risks from its use of financial instruments:
e credit risk
e market risk
e liquidity risk

e operational risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s
objectives, policies and processes for measuring and managing risk, and the Group’s management of capital.

Risk management framework

The board of directors has overall responsibility for the establishment and oversight of the Group’s risk
management framework. The Board has established the Risk Management Committee, which is responsible for
developing and monitoring the Group’s risk strategy and risk management policies and evaluating the Group’s
risk exposures regularly.

To identify, evaluate, monitor and manage risk, the Group has designed a comprehensive governance
framework, internal control policies and procedures. The Chief Risk Officer, who reports directly to the
President, is responsible for the Group’s overall risk management. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions, products and services offered. The Group, through its
training and standardised and procedural management, aims to develop a disciplined and constructive control
environment, in which all employees understand their roles and obligations.

The Group Audit Committee is responsible for monitoring and evaluating internal controls, and monitoring
the compliance of core businesses sectors and their management procedures. The Group Audit Committee is
assisted in these functions by Audit Department. Audit Department undertakes both regular and ad-hoc reviews
of risk management controls and procedures, the results of which are reported to the Group Audit Committee.
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(1) Credit risk
Credit risk management

Credit risk represents the financial loss that arises from the failure of a debtor or counterparty to discharge
its contractual obligations or commitments to the Group.

Credit business

The Risk Management Department, under the supervision of the Chief Risk Officer, is responsible for
establishing credit risk management policies and performing credit risk measurement and analysis. The Credit
Management Department is responsible for monitoring the implementation of credit risk management policies
and coordinating credit approval and credit ratings activities. The Credit Management Department works
together with the Corporate Banking Department, the Institutional Banking Department, the International
Business Department, the Housing Finance & Personal Lending Department, the Credit Card Center, the Special
Assets Resolution Department and the Legal and Compliance Department to implement credit risk management
policies and procedures.

With respect to the credit risk management of corporate and institutional business, the Group has sped up
the adjustment of its credit portfolio structure, enhanced post-lending monitoring, and refined the industry-
specific guideline and policy baseline for credit approval. Management also fine-tuned the credit acceptance and
exit policies, and optimised its economic capital and credit risk limit management. All these policies have been
implemented to improve the overall asset quality. The Group manages credit risk throughout the entire credit
process including pre-lending evaluations, credit approval and post-lending monitoring. The Group performs
pre-lending evaluations by assessing the entity’s credit ratings based on internal rating criteria and assessing the
risk and rewards with respect to the proposed project. Credit approvals are granted by designated Credit
Approval Officers. The Group continually monitors loans, particularly those related to targeted industries,
geographical segments, products and clients. Any adverse events that may significantly affect a borrower’s
repayment ability are reported immediately and measures are implemented to prevent and control risks. In 2009,
the Bank has further emphasis the importance of segregation of duties as well as enhancing the operating
mechanism as a whole. During the process of optimising the parallel operation, the Bank has also begun to
escalate its business focus from parallel operation to post-lending management. The centralised risk management
was also expedite in the cities of where the first-tier branches are located, and the Bank will continue to explore
the ways of specify the operating characteristic for those branches, in addition to develop an intensive
management for risk, reallocation of resource, improving the quality and efficiency.

With respect to the personal credit business, the Group relies on credit assessment of applicants as the basis
for loan approval. Customer relationship managers are required to assess the income level, credit history, and
repayment ability of the applicant. The customer relationship managers then forward the application and
recommendations to the loan-approval departments for consent. The Group monitors borrowers’ repayment
ability, the status of collateral and any changes to collateral value. Once a loan becomes overdue, the Group
starts the recovery process according to standard personal loan recovery procedures.

To mitigate risks, the Group requests the customers to provide collateral and guarantees where there are
appropriate. A fine management system and operating workflow for collateral have already developed, and there
is a guideline to specify the suitability of accepting specifically types of collateral, as well as determining
evaluation parameters. Collateral structures and legal covenants are regularly reviewed to ensure that they still
serve their intended purposes and conform to market practices.
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Loan grading classification

The Group adopts a loan risk classification approach to manage the loan portfolio risk. Loans are generally
classified as normal, special mention, substandard, doubtful and loss according to their level of risk. Substandard,
doubtful and loss loans are considered to be impaired loans and advances when one or more events demonstrate
there is objective evidence of a loss event which triggers impairment. The allowance for impairment loss on

impaired loans and advances is collectively or individually assessed as appropriate.

The core definitions of the five categories of loans and advances are set out below:

Normal:

Special mention:

Substandard:

Doubtful:

Loss:

Borrowers can honour the terms of their loans. There is no reason to doubt their ability to
repay principal and interest in full on a timely basis.

Borrowers are able to service their loans currently, although repayment may be adversely
affected by specific factors.

Borrowers’ abilities to service their loans are in question and they cannot rely entirely on
normal business revenues to repay principal and interest. Losses may ensue even when
collateral or guarantees are invoked.

Borrowers cannot repay principal and interest in full and significant losses will need to be
recognised even when collateral or guarantees are invoked.

Principal and interest of loans cannot be recovered or only a small portion of them can be
recovered after taking all possible measures or resorting to all necessary legal procedures.

Treasury business

For risk management purposes, credit risk arising on debt securities and exposures relating to the Group’s
derivatives portfolio is managed independently and information thereon is disclosed in notes (1)(h) and
(1)(1) below. The Group sets credit limits for treasury activities and monitors them regularly with reference to the

fair values of the relevant financial instruments.
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(a) Maximum credit risk exposure

The maximum exposure to credit risk as at the end of the reporting period without taking into consideration
any collateral held or other credit enhancement is represented by the carrying amount of each type of financial
assets in the statement of financial position after deducting any impairment allowance. A summary of the
maximum exposure is as follows:

Group Bank
2009 2008 2009 2008

Deposits with central banks . .. .......... ... .. ... .... 1,418,252 1,213,137 1,415,172 1,212,943
Deposits with banks and non-bank financial institutions . . . . 101,163 33,096 100,679 28,425
Placements with banks and non-bank financial

INSHEULIONS . . ..ot 22,217 16,836 23,143 28,426
Financial liabilities at fair value through profit or loss . . . . .. 14,517 47,140 10,251 44,491
Positive fair value of derivatives ....................... 9,456 21,299 7,730 20,335
Financial assets held under resale agreements ............ 589,606 208,548 588,706 208,548
Interestreceivable .......... ... ... . ... . . ... ... 40,345 38,317 40,129 38,297
Loans and advances to customers . ..................... 4,692,947 3,683,575 4,626,024 3,639,940
Available-for-sale debt securities ...................... 626,763 535,379 627,598 536,049
Held-to-maturity investments ......................... 1,408,873 1,041,783 1,408,465 1,041,783
Debt securities classified as receivables ................. 499,575 551,818 499,575 551,818
Other financial assets . .......... ... iiiiiiinnn.. 8,436 8,363 28,068 21,791
Total . ... . 9,432,150 7,399,291 9,375,540 7,372,846
Off-balance sheet credit commitments .................. 1,861,473 1,350,480 1,840,739 1,348,185
Maximum credit risk exposure ............ ... .. .. ... .. 11,293,623 8,749,771 11,216,279 8,721,031
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(b) Distribution of loans and advances to customers in terms of credit quality is analysed as follows:

Group Bank
w 2009 2008 2009 2008

Individually assessed and impaired gross amount . .. ... 64,794 75,042 64,717 74,956
Allowances for impairment losses .................. (46,360)  (50,548)  (46,308)  (50,478)
Subtotal . ........ ... . . 18,434 24,494 18,409 24,478
Collectively assessed and impaired gross amount . . . ... 7,362 8,840 7,208 8,840
Allowances for impairment losses .................. (4,838) (5,698) (4,832) (5,698)
Subtotal . .......... ... 2,524 3,142 2,376 3,142
Overdue but not impaired ............... .. ... ..... @)

—lessthan90days .......... .. .. ... .. .. ... .. 15,183 28,433 14,981 28,383

—90-180days .......... i 2,289 2,888 2,289 2,886
GIroSS AMOUNT .« . vv vt e e e e e e 17,472 31,321 17,270 31,269
Allowances for impairment losses . ................. (i1) (1,328) 2,074) (1,328) (2,048)
Subtotal . ........... .. 16,144 29,247 15,942 29,221
Neither overdue nor impaired

—Unsecuredloans ................ ... ....... 1,287,097 941,723 1,273,397 928,287

—Guaranteed loans . . ........... ... ... 970,460 786,210 956,733 784,879

—Loans secured by tangible assets other than

MONEtary assets . .. .....oouvrvenenennnn... 2,011,662 1,579,562 1,974,642 1,551,246

—Loans secured by monetary assets ............ 460,926 371,245 458,168 370,665
Gross amoOUNt ... .vu ettt et 4,730,145 3,678,740 4,662,940 3,635,077
Allowances for impairment losses . ................. (i1) (74,300)  (52,048) (73,643) (51,978)
Subtotal . ....... ... ... 4,655,845 3,626,692 4,589,297 3,583,099
Total . ... .. 4,692,947 3,683,575 4,626,024 3,639,940
Notes:

(i) As at 31 December 2009, the gross amount of loans and advances of the Group, which were overdue but not impaired and were subject
to individual assessment, was RMB1,440 million (2008: RMB7,638 million). The covered portion and uncovered portion of these loans
and advances were RMB601 million (2008: RMBS,116 million) and RMB839 million (2008: RMB2,522 million) respectively. The fair
value of collateral held against these loans and advances amounted to RMB 1,015 million (2008: RMB7,665 million).

As at 31 December 2009, the gross amount of loans and advances of the Bank, which were overdue but not impaired and were subject to
individual assessment, was RMB 1,417 million (2008: RMB7,595 million). The covered portion and uncovered portion of these loans and
advances were RMB583 million (2008: RMBS5,076 million) and RMB834 million (2008: RMB2,519 million) respectively. The fair value
of collateral held against these loans and advances amounted to RMB996 million (2008: RMB7,600 million).

The fair value of collateral was estimated by the Group based on the latest available external valuations adjusted by taking into account
the current realisation experience as well as the market situation.

(i) The balances represent collectively assessed allowances of impairment losses.
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(c) Loans and advances to customers analysed by economic sector concentrations
Group

2009 2008

Balance Balance
Gross loan secured by Gross loan secured by
balance  Percentage  collateral balance  Percentage  collateral

Operations in Mainland China

Corporate loans and advances

—Manufacturing . .......... ... ... 803,302 17.21% 306,543 663,350 18.05% 260,224
—Transportation, storage and postal
SEIVICES . oo v i 519,078 11.12% 224,119 426,803 11.62% 204,595
—Production and supply of electric
power, gas and water .. ......... 486,094 10.41% 121,882 452,472 12.31% 117,911
—Realestate ..................... 358,651  7.68% 308,652 329,381 8.96% 279,398
—Leasing and commercial services ... 303,380 6.50% 117,459 135,746 3.69% 56,438
—Water, environment and public
utility management ............ 206,175  4.42% 94,603 132,426  3.60% 69,046
—Wholesale and retail trade . .. ... ... 146,693 3.14% 75,727 102,590 2.79% 56,577
—~Construction ................... 116,379  2.49% 43,594 116,551 3.17% 41,882
—Mining . ... 104,019 2.23% 18,453 90,499  2.46% 14,600
—Education ..................... 93,351  2.00% 35,035 78,870  2.15% 26,118
—Telecommunications, computer
services and software .......... 25,249 0.54% 7,158 25,943 0.71% 5,149
—Others ........................ 188,944  4.05% 93,226 135,153  3.69% 76,167
Total corporate loans and advances . .. .. 3,351,315 71.79% 1,446,451 2,689,784 73.20% 1,208,105
Personal loans and advances ........... 1,088,459 23.32% 1,025,887 821,531 22.36% 775,171
Discounted bills . ..................... 228,361  4.89% — 163,161  4.44% 497
Total loans and advances to customers in
Mainland China . ... .......... ... ... 4,668,135 100.00% 2,472,338 3,674,476 100.00% 1,983,773
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Overseas operations

Corporate loans and advances
—Realestate .....................
—Manufacturing . .......... ... ..
—Transportation, storage and postal
SEIVICES . ovvvvne e
—Wholesale and retail trade . . ... ....
—Production and supply of electric
power, gas and water .. .........
—Leasing and commercial services . . .
—Telecommunications, computer
services and software ..........
—Others ........ .. ... i

Total corporate loans and advances ... ..
Personal loans and advances ...........
Discounted bills . .....................

Total loans and advances to customers
OVEIS@AS . ... ooiiiie i

Total gross loans and advances to
customers ............. ... . . ...,

2009 2008

Balance Balance
Gross loan secured by Gross loan secured by

balance  Percentage  collateral balance  Percentage  collateral
30,221  19.93% 18,613 24,730  20.70% 16,381
22,980 15.15% 3,562 17,524 14.67% 2,948
21,528 14.20% 5,604 13,031 10.91% 5,777
18,051 11.90% 3,098 14,863 12.44% 2,676
8,260 5.45% 1,622 6,489  543% 1,177
4,982  3.29% 2,518 2,877  241% 2,529
3,343 2.20% 557 13,685 11.46% 509
18911 12.48% 4,840 12,162 10.17% 5,667
128,276  84.60% 40,414 105,361 88.19% 37,664
22,976  15.15% 17,907 13,949 11.68% 13,493
386  0.25% 15 157 0.13% —
151,638 100.00% 58,336 119,467 100.00% 51,157

2,530,674 3,793,943

4,819,773

2,034,930

Details of impaired loans, impairment allowances, charges, and amounts written off in respect of economic
sectors which constitute 10% or more of total gross loans and advances to customers are as follows:

2009
Charged Written
Individually Collectively to profit off
Gross assessed assessed or loss during
impaired impairment impairment during the
loans allowances allowances  the year year
Manufacturing . .......... 21,522 (15,861) (14,548) 5,615 2,083
Transportation, storage and postal services ............ 10,168 (4,679) (9,335) 4,516 236
Production and supply of electric power, gas and water . . . 3,991 (2,882) (9,313) (249) 109
2008
Charged Written
Individually Collectively to profit off
Gross assessed assessed or loss during
impaired impairment impairment during the
loans allowances  allowances the year year
ManUFaCTUTING . . .. oo ettt e 24,168  (17,098)  (10,207) 7,728 2,063
Transportation, storage and postal services ............ 5,393 (3,144) (6,563) 3,321 1,057
Production and supply of electric power, gas and water . . . 6,672 (4,490) (8,148) 5,224 40
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Bank

2009 2008

Balance Balance
Gross loan secured by Gross loan secured by
balance  Percentage  collateral balance  Percentage  collateral

Operations in Mainland China
Corporate loans and advances

—Manufacturing . .......... ... ... 798,035 17.14% 306,516 662,138 18.04% 260,224
—Transportation, storage and postal
SEIVICES © oo e e 517,698 11.12% 222,799 426,803 11.63% 204,595
—Production and supply of electric
power, gas and water .. ......... 483,231 10.38% 121,607 450,240 12.27% 117911
—Realestate ..................... 356,970  7.67% 307,949 329,341 8.97% 279,358
—Leasing and commercial services ... 303,355 6.52% 117,459 135,746 3.70% 56,438
—Water, environment and public
utility management ............ 206,175  4.43% 94,603 132,426  3.61% 69,046
—Wholesale and retail trade ... ... ... 146,688 3.15% 75,727 102,590 2.79% 56,577
—~Construction ................... 116,194  2.50% 43,589 116,379 3.17% 41,882
—Mining . ... 103,597 2.23% 18,453 90,499  2.47% 14,600
—Education ..................... 93,351 2.01% 35,035 78,870  2.15% 26,118
—Telecommunications, computer
services and software .......... 25,249 0.54% 7,158 25,943 0.71% 5,149
—Others ........................ 188,901  4.05% 93,219 135,153  3.66% 76,167
Total corporate loans and advances . .. .. 3,339,444  71.74% 1,444,114 2,686,128 73.17% 1,208,065
Personal loans and advances ........... 1,087,167 23.35% 1,025,289 821,351 22.38% 775,169
Discounted bills . ..................... 228,361  491% — 163,161 4.45% 497
Total loans and advances to customers in
Mainland China . ... .......... ... ... 4,654,972 100.00% 2,469,403 3,670,640 100.00% 1,983,731
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2009 2008
Balance Balance
Gross loan secured by Gross loan secured by
balance  Percentage  collateral balance  Percentage  collateral
Overseas operations
Corporate loans and advances
—Transportation, storage and postal
SEIVICES © oo e e 20,531 21.13% 5,531 11,726  14.75% 5,704
—Manufacturing . .......... ... .. 19,291 19.85% 2,845 12,634 15.89% 2,378
—Realestate ..................... 14,706 15.14% 4,680 12,501 15.72% 5,192
—Wholesale and retail trade ... ... ... 12,342 12.70% 1,757 10,573 13.30% 1,638
—Production and supply of electric
power, gas and water .. ......... 7,980 8.21% 1,622 6,268 7.88% 1,177
—Leasing and commercial services . . . 4,930 5.07% 2,512 2,877 3.62% 2,529
—Telecommunications, computer
services and software .......... 3,140 3.23% 541 13,518 17.00% 493
—Others ........................ 13,842 14.25% 1,877 9,235 11.62% 3,126
Total corporate loans and advances . . ... 96,762 99.58% 21,365 79,332 99.78% 22,237
Personal loans and advances ........... 15 0.02% — 13 0.02% 13
Discounted bills . ..................... 386 0.40% 15 157  0.20% —
Total loans and advances to customers
OVEISEAS . ... ..., 97,163 100.00% 21,380 79,502 100.00% 22,250
Total gross loans and advances to
2,490,783 3,750,142

CUStOMErS . .........oouiiiiiinnnn.. 4,752,135

2,005,981

Details of impaired loans, impairment allowances, charges, and amounts written off in respect of economic
sectors which constitute 10% or more of total gross loans and advances to customers are as follows:

2009
Individually Collectively  Charged to
Gross assessed assessed profit or loss  Written off
impaired impairment impairment  during the during
loans allowances allowances year the year
Manufacturing . .............. i 21,446 (15,810) (14,441) 5,519 2,038
Transportation, storage and postal services . ...... 10,168 (4,679) (9,320) 4,502 235
Production and supply of electric power, gas and
WALl . .ot 3,991 (2,882) (9,284) (256) 109
2008
Individually Collectively  Charged to
Gross assessed assessed profit or loss  Written off
impaired impairment impairment during the during
loans allowances allowances year the year
Manufacturing . .............. i 24,094 (17,039) (10,192) 7,680 2,062
Transportation, storage and postal services ....... 5,393 (3,144) (6,560) 3,321 1,057
Production and supply of electric power, gas and
WALl . .ot 6,672 (4,490) (8,127) 5,203 40
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(d) Loans and advances to customers analysed by geographical sector concentrations

Group
2009 2008
Balance Balance

Gross loan secured by  Gross loan secured by

balance Percentage  collateral balance Percentage  collateral
Yangtze River Delta ............... 1,136,447  23.58% 660,273 922,104  24.30% 554,829
BohaiRim ....................... 859,885  17.84% 379,304 691,638  18.23% 303,721
Western . ... 819,337  17.00% 454,429 635,905  16.76% 355,462
Central .......... ... .. ... ... 782,763  16.24% 391,903 607,335  16.01% 317,762
Pearl RiverDelta . ................. 728,639  15.12% 446,513 544,999  14.36% 337,690
Northeastern ..................... 299,385 6.21% 139,419 233,468 6.15% 113,758
Head office ...................... 41,679 0.86% 497 39,027 1.03% 551
OVErSeas . ........oeueueunenennn. 151,638 3.15% 58,336 119,467 3.16% 51,157

Gross loans and advances to

CUSIOMETIS . .........vvueuennnn. 4,819,773  100.00% 2,530,674 3,793,943 100.00% 2,034,930

Details of impaired loans and impairment allowances in respect of geographic sectors which constitute 10%
or more of total gross loans and advances to customers are as follows:

Bohai Rim ... ... .. .
Yangtze River Delta . .. ... ..o
Central . ...
L] 15 5 o
Pearl River Delta .......... ... . . . i

Bohai Rim ... ... ... .
WSt N . oot
Central . ...
Yangtze River Delta . .. ... ..o
Pearl River Delta .......... .. .. . i

2009
Individually Collectively
assessed assessed
Gross impairment impairment
impaired loans  allowances allowances
14,488 (11,174) (14,623)
13,653 (8,321) (17,981)
10,706 (7,302) (13,482)
9,478 (6,636) (14,717)
9,058 (5,825) (12,301)
2008
Individually Collectively
assessed assessed
Gross impairment impairment
impaired loans  allowances allowances
18,981 (12,492)  (11,233)
16,362 (9,655) (12,436)
13,597 (8,596) (9,615)
13,300 (6,545) (13,345)
11,609 (6,960) (8,115)

The definitions of geographical segments are set out in Note 57(1).
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Bank
2009 2008

Balance Balance
Gross loan secured by  Gross loan secured by

balance Percentage  collateral balance Percentage  collateral
Yangtze River Delta ............... 1,136,301  2391% 660,244 922,104  24.59% 554,829
BohaiRim ....................... 849,067  17.87% 377,063 690,452  18.41% 303,681
Western . ... 819,337  17.24% 454,429 633,681 16.90% 355,462
Central .......... ... .. ... ... 780,564  16.43% 391,238 607,313 16.19% 317,760
Pearl RiverDelta . ................. 728,639  15.33% 446,513 544,999  14.53% 337,690
Northeastern ..................... 299,385 6.30% 139,419 233,064 6.21% 113,758
Head office ...................... 41,679 0.88% 497 39,027 1.04% 551
OVErSeas . ........oeueueunenennn. 97,162 2.04% 21,380 79,502 2.13% 22,250

Gross loans and advances to

CUSTOMETS ... .......vvueuennnn. 4,752,134 100.00% 2,490,783 3,750,142 100.00% 2,005,981

Details of impaired loans and impairment allowances in respect of geographic sectors which constitute 10%
or more of total gross loans and advances to customers are as follows:

Bohai Rim . ....... ... .
Yangtze River Delta . .. ... ..o
Central . ...
L] 15 5 o
Pearl River Delta .......... ... . . . i

Bohai Rim . ... ... .. .
2] 15 3
Central . ...
Yangtze River Delta . .. ...
Pearl River Delta .......... .. ... . i

2009
Individually Collectively
assessed assessed
Gross impairment impairment
impaired loans  allowances allowances
14,488 (11,174) (14,482)
13,653 (8,321) (17,980)
10,706 (7,302) (13,459)
9,478 (6,636) (14,717)
9,058 (5,825) (12,301)
2008
Individually Collectively
assessed assessed
Gross impairment impairment
impaired loans  allowances allowances
18,981 (12,492)  (11,221)
16,362 (9,655) (12,415)
13,597 (8,596) 9,615)
13,300 (6,545) (13,345)
11,609 (6,960) (8,115)

The definitions of geographical segments are set out in Note 57(1).
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(e) Loans and advances to customers analysed by types of collateral

Group Bank
2009 2008 2009 2008
Unsecured loans . .......... i 1,291,942 947,785 1,277,924 934,264
Guaranteed loans .. ........... . 997,157 811,228 983,428 809,897
Loans secured by tangible assets other than monetary assets ... 2,062,981 1,650,208 2,025,848 1,621,839
Loans secured by monetary assets ....................... 467,693 384,722 464,935 384,142
Gross loans and advances to customers . .................. 4,819,773 3,793,943 4,752,135 3,750,142
(f) Rescheduled loans and advances to customers
Group
2009 2008
% of gross % of gross
loans and loans and
advances to advances to
Total customers Total customers
Rescheduled loans and advances to customers . .................... 3,739 0.08% 3,376 0.09%
Less:
Rescheduled loans and advances overdue for more than 90 days .. ... .. 1,855 0.04% 1,196 0.03%
Rescheduled loans and advances overdue for not more than 90 days .. .. 1,884 0.04% 2,180 0.06%
Bank
2009 2008
% of gross % of gross
loans and loans and
advances to advances to
Total customers Total customers
Rescheduled loans and advances to customers . .................... 3,589 0.08% 3,354 0.09%
Less:
Rescheduled loans and advances overdue for more than 90 days .. ... .. 1,853 0.04% 1,194 0.03%
Rescheduled loans and advances overdue for not more than 90 days . ... 1,736 0.04% 2,160 0.06%
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(g) Distribution of amounts due from banks and non-bank financial institutions in terms of credit quality is
as follows:

Amount due from banks and non-bank financial institutions includes deposits with banks and non-bank
financial institutions, placements with banks and non-bank financial institutions and financial assets held under
resale agreements of which counterparties are banks and non-bank financial institutions.

Group Bank
2009 2008 2009 2008

Individually assessed and impaired gross amount . ................ 163 341 163 341
Allowances for impairment losses ............................. (149) (284) (149) (284)
Subtotal .. ... 14 57 14 57
Neither overdue nor impaired

—grade AtO AAA .. 227,903 83,816 224,543 76,297

—grade BtoBBB ....... .. . 125 759 59 759

—unrated . ... 23,444 39,828 26,411 54,266
Subtotal ... ... 251,472 124,403 251,013 131,322
Total o 251,486 124,460 251,027 131,379

Amounts neither overdue nor impaired are analysed above according to the Group and the Bank’s internal
credit rating. Unrated amounts due from banks and non-bank financial institutions include amounts due from a
number of domestic banks and non-bank financial institutions for which the Group and the Bank have not
assigned an internal credit rating.
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(h) Distribution of debt securities investments analysed by rating

The Group adopts a credit rating approach to manage the credit risk of the debt securities portfolio held by
its operations in Mainland China. Debt securities are rated with reference to Bloomberg Composite, or major
rating agencies where the issuers of the securities are located. The carrying amounts of debt securities
investments analysed by the rating agency designations as at the end of the reporting period are as follows:

Group Bank
2009 2008 2009 2008

Individually assessed and impaired gross amount ........... 23,063 37,281 23,063 37,281
Allowances for impairment losses ....................... (12,295)  (17,836)  (12,295)  (17,836)
Subtotal .. ... .. 10,768 19,445 10,768 19,445
Neither overdue nor impaired
Bloomberg Composite

— AAA 6,480 36,826 6,480 36,826

—AA-tO AA+ . 3,715 8,562 3,715 8,562

— A0 At 8,177 16,512 8,177 16,512

—Jowerthan A- . ... .. . ... 815 1,647 815 1,647
Subtotal .. ... 19,187 63,547 19,187 63,547
Other agency ratings

—AAA 155,962 298,697 155,962 298,697

—AA-OAA+ . 12,798 7,139 12,798 7,139

A0 A 2,322,456 1,762,087 2,322,356 1,762,087

—Jowerthan A- .. ... . . . . .. 1,343 1 973 1
Subtotal .. ... . 2,492,559 2,067,924 2,492,089 2,067,924
Subtotal of debt securities held by operations in Mainland

China . ........ . 2,522,514 2,150,916 2,522,044 2,150,916

Debt securities held by overseas operations ................ 27,213 25,204 23,844 23,225
Total ... 2,549,727 2,176,120 2,545,888 2,174,141

Amounts of debts securities rated from A- to A+ include those issued by the PRC government, PBOC and
PRC policy banks which for the Group amounted to RMB 1,624,007 million (2008: RMB 1,429,641 million) and
for the Bank amounted to RMB1,623,907 million (2008: RMB1,429,641 million).

(1) Credit risk arising from the Group’s derivatives exposures

The majority of the Group’s derivatives transactions with domestic customers are hedged back-to-back with
overseas banks and non-bank financial institutions. The Group is exposed to credit risk both in respect of the
domestic customers and the overseas banks and non-bank financial institutions. The Group manages this risk by
monitoring this exposure on a regular basis.

(j) Settlement risk

The Group’s activities may give rise to settlement risk at the time of the settlement of transactions and
trades. Settlement risk is the risk of loss due to the failure of an entity to honour its obligations to deliver cash,
securities or other assets as contractually agreed.
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For certain types of transactions, the Group mitigates this risk by conducting settlements through a
settlement or clearing agent to ensure that a trade is settled only when both parties have fulfilled their contractual
settlement obligations.

(2) Market risk

Market risk is the risk of loss, in respect of the Group’s on and off-balance sheet activities, arising from
adverse movements in market rates including interest rates, foreign exchange rates, commodity prices, stock
prices and other prices. Market risk arises from both the Group’s trading and non-trading business.

The Risk Management Department is responsible for formulating a standardised market risk management
policies and rules and supervising the implementation of market risk management policies and rules of the Bank.
The Asset and Liability Management Department (the “ALM?”) is responsible for managing the size and structure
of the assets and liabilities in response to non-trading market risk. The Financial Market Department manages the
Head Office’s RMB and foreign currency investment portfolios, conducts proprietary and customer-driven
transactions, as well as implementing market risk management policies and rules. The Audit Department is
responsible for regularly performing independent audits of the reliability and effectiveness of the processes
constituting the risk management system.

The Group is primarily exposed to structural interest rate risk arising from interest generating commercial
banking assets and interest bearing commercial banking liabilities. Interest rate risk is inherent in many of its
businesses and largely arises from mismatches between the re-pricing dates of assets and liabilities. The Group
manages this risk through regular interest rate gap analysis.

The Group’s foreign exchange exposure mainly comprises exposures from foreign currency portfolios
within treasury proprietary investments in debt securities and money market placements, and currency exposures
from its overseas business. The Group manages its foreign exchange exposure by entering into cross currency
interest rate swaps to hedge these exposures on a portfolio basis.

The Group is also exposed to market risk in respect of its customer driven derivatives portfolio and manages
this risk by entering into back-to-back hedging transactions on a trade-by-trade basis with overseas banks and
non-bank financial institutions.

The Group considers that the market risk arising from commodity or stock prices in respect of its investment
portfolios is minimal.

The Group monitors market risk separately in respect of trading portfolios and non-trading portfolios.
Trading portfolios include exchange rate and interest rate derivatives as well as trading securities. The historical
simulation model for the Value-at-risk (“VaR”) analysis is a major tool used by the Bank to measure and monitor
the market risk of its trading portfolio and available-for-sale debt securities. Net interest income sensitivity
analysis, interest rate repricing gap analysis and foreign exchange risk concentration analysis are the major tools
used by the Group to monitor the market risk of its overall businesses.

(a) VaR analysis

VaR is a technique which estimates the potential losses that could occur on risk positions taken, due to
movements in market interest rates, foreign exchange rates and other market prices over a specified time horizon
and at a given level of confidence. The Risk Management Department calculates interest rate VaR for the Bank’s
debt investments as well as interest rate and exchange rate VaR for the Bank’s derivatives. By reference to
historical movements in market rates and prices, the Risk Management Department calculates VaR on a daily
basis for foreign currency portfolio and at least on a weekly basis for RMB portfolios. VaR is calculated at a
confidence level of 99% and with a holding period of one day.
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A summary of the VaR of the Bank’s trading portfolio and available-for-sale debt securities as at the end of
the reporting period and during the respective year is as follows:

2009
As at
31 December Average Maximum Minimum

RMB trading portfolio
Interestrate riSK .. ... ... it 13 L6 24 _8
RMB available-for-sale debt securities
Interestrate risk ... ..o 1,137 E 1,163 ﬂ
Foreign currency trading portfolio
Interestrate riSK .. ... ... it 30 82 141 30
Foreign currency risk .. ...... .. .. .. . 63 455 1,123 63
Diversification .............. ... . . . .. 30) QS) (115) @)

63 479 1,149 63
Foreign currency available-for-sale debt securities
Interestrate risk . ...... ... 143 168 330 106

2008

As at
31 December Average Maximum Minimum

RMB trading portfolio

Interestrate risk . ...... ... .. . ... ... 9 14 26 3

RMB available-for-sale debt securities

Interestrate risk . ...... ... .. . ... ... 404 391 532 250

Foreign currency trading portfolio

Interestrate risk . ...... ... .. . ... ... 146 154 146 119

Foreigncurrencyrisk ........ .. .. .. . . L i 1,120 691 1,120 626

Diversification ............. . ... .. . .. (104) (113) (104) (120)
1,162 732 1,162 625

Foreign currency available-for-sale debt securities
Interestrate riSK . ... ... i 329 462 672 313

The above average, maximum and minimum VaR for interest rate risk, foreign currency risk and
diversification of the trading portfolio represent a breakdown of the average, maximum and minimum VaR for
the whole portfolio and not the individual average, maximum and minimum VaR for each risk within the
portfolio.

Although VaR is an important tool for measuring market risk, the assumptions on which the model is based
give rise to some limitations, including the following:

* A l-day holding period assumes that it is possible to hedge or dispose of positions within that period.
This is considered to be a realistic assumption in almost all cases but may not be the case in situations
in which there is severe market illiquidity for a prolonged period;

* A 99 percent confidence level does not reflect losses that may occur beyond this level. Even within the
model used there is one percent probability that losses could exceed the VaR;
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*  VaR is calculated on an end-of-day basis and does not reflect exposures that may arise on positions
during the trading day;

e The use of historical data as a basis for determining the possible range of future outcomes may not
always cover all possible scenarios, especially those of an exceptional nature; and

e The VaR measure is dependent upon the Bank’s position and the volatility of market prices. The VaR
of an unchanged position reduces if the market price volatility declines and vice versa.

(b) Net interest income sensitivity analysis

In monitoring interest rate risk on its overall non-derivative financial assets and liabilities, the Bank
regularly measures its future net interest income sensitivity to an increase or decrease in market interest rates
(assuming no asymmetrical movement in yield curves and a constant financial position). An incremental 100
basis points parallel fall or rise in all yield curves, other than that applicable to balances with central banks,
would increase or decrease planned net interest income for the next twelve months from the reporting date by
RMB30,230 million (2008: RMB24,449 million). Had the impact of yield curves movement for demand deposits
from customers been excluded, the planned net interest income for the next twelve months from the reporting
date would decrease or increase by RMB 17,285 million (2008: RMB 11,203 million).

The above interest rate sensitivity is for illustration purposes only and is assessed based on simplified
assumptions. The figures here indicate estimated net interest income movements under various predicted yield
curve scenarios and subject to the Bank’s current interest rate exposures. However, account has not been taken of
the possible risk management measures that can be undertaken by the Risk Management Department or related
business departments to mitigate interest rate risk. In practice, the Risk Management Department strives to
reduce loss arising from interest rate risk while increasing its net income. These figures are estimated on the
assumption that the interest rates on various maturities will move within similar ranges, and therefore do not
reflect the potential net interest income changes in the event that interest rates on some maturities may change
and others remain unchanged. Moreover, the above estimations are based on other simplified assumptions,
including that all positions will be held to maturity and rolled over upon maturity.

(c) Interest rate repricing gap analysis
Interest rate risk is inherent in many of the Group’s businesses. It mainly arises from mismatches between

the repricing dates of assets and liabilities.

The ALM regularly monitors such interest rate risk positions. In terms of measuring and managing the
interest rate risk, the Group regularly measures interest rate repricing gaps. The primary objective of interest rate
repricing gaps is to analyse potential adverse effects on net interest income due to interest rate movements.
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The following tables indicate the effective interest rates for the respective year, and the expected next
repricing dates (or maturity dates whichever are earlier) for the assets and liabilities as at the end of the reporting
period.

Group
2009
Effective Between Between
interest rate Non-interest Less than three months one year = More than
& Note (i) bearing three months and one year and five years five years Total

Assets
Cash and deposits with

central banks ......... 1.48% 48,520 1,410,128 — — — 1,458,648
Deposits and placements

with banks and

non-bank financial

institutions . .......... 1.05% 136 78,661 33,241 11,342 — 123,380
Financial assets held under

resale agreements ... .. 1.18% — 453,686 135,920 — — 589,606
Loans and advances to

customers ........... (i) 5.37% — 2,258,105 2,378,007 21,726 35,109 4,692,947
Investments ............ (i) 3.11% 30,862 277,299 985,178 613,303 673,948 2,580,590
Otherassets ............ — 178,184 — — — — 178,184
Total assets . ........... 3.85% 257,702 4,477,879 3,532,346 646,371 709,057 9,623,355
Liabilities
Borrowings from central

banks ............... 1.89% — 6 — — — 6

Deposits and placements

from banks and

non-bank financial

institutions . .......... 1.73% — 673,617 29,937 109,351 — 812,905
Financial liabilities at fair

value through profit or

loss ..o 3.62% 2,359 5,633 — — — 7,992
Deposits from

customers ........... 1.51% 41,763 5,824,497 1,710,949 415,971 8,143 8,001,323
Debt securities issued . . .. 3.81% — 11,394 4,616 24,719 57,915 98,644
Other liabilities ......... — 143,465 — — — — 143,465
Total liabilities . ... ..... 1.55% 187,587 6,515,147 1,745,502 550,041 66,058 9,064,335
Asset-liability gap ...... 2.30% 70,115 (2,037,268) 1,786,844 96,330 642,999 559,020
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Note

Assets
Cash and deposits with
central banks
Deposits and placements
with banks and
non-bank financial
institutions
Financial assets held under
resale agreements
Loans and advances to
customers
Investments
Other assets

Total assets

Liabilities
Borrowings from central
banks
Deposits and placements
from banks and
non-bank financial
institutions
Financial liabilities at fair
value through profit or
loss
Financial assets sold under
repurchase
agreements
Deposits from
customers
Debt securities issued . . . .
Other liabilities

Total liabilities

Asset-liability gap

Notes:

2008
Effective Between Between
interest rate Non-interest Less than three months one year = More than
Note (i) bearing three months and one year and five years five years Total
1.77% 34,313 1,213,137 — — — 1,247,450
2.53% — 45,014 4,909 — 9 49,932
3.48% — 195,996 12,552 — — 208,548
7.16% — 1,675,358 1,941,878 26,454 39,885 3,683,575
3.64% 20,356 101,455 1,025,695 717,620 331,350 2,196,476
— 169,471 — — — — 169471
5.13% 224,140 3,230,960 2,985,034 744,074 371,244 7,555,452
1.89% — 6 — — — 6
1.83% — 392,589 18,123 79,860 — 490,572
3.83% — 2,663 1,093 75 144 3,975
3.09% — 864 — — — 864
2.03% 25,618 4,462,409 1,476,902 405,761 5,225 6,375,915
4.73% — 8,060 41,966 3,784 — 53,810
— 162,748 — — — — 162,748
2.03% 188,366 4,866,591 1,538,084 489,480 5,369 7,087,890
3.10% 35,774 (1,635,631) 1,446,950 254,594 365,875 467,562

(i) Effective interest rate represents the ratio of interest income/expense to average interest bearing assets/liabilities.

(ii) For loans and advances to customers, the “less than three months” category includes overdue amounts (net of allowances for impairment
losses) of RMB27,518 million as at 31 December 2009 (2008: RMB38,482 million).

(iii) Investments include financial assets at fair value through profit or loss, available-for-sale financial assets, held-to-maturity investment,
debt securities classified as receivables and investments in associate and jointly controlled entity.
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Bank

Note

Assets
Cash and deposits with
central banks
Deposits and placements
with banks and
non-bank financial
institutions
Financial assets held under
resale agreements
Loans and advances to
customers
Investments
Other assets

Total assets

Liabilities
Borrowings from central
banks
Deposits and placements
from banks and
non-bank financial
institutions
Financial liabilities at fair
value through profit or
loss
Financial assets sold under
repurchase
agreements
Deposits from
customers
Debt securities issued . . . .
Other liabilities

Total liabilities

Asset-liability gap

2009
Effective Between Between
interest rate Non-interest Less than three months one year = More than

Note (i) bearing three months and one year and five years five years Total
1.48% 48,322 1,407,048 — — — 1,455,370
1.14% 123 77,087 35,270 11,342 — 123,822
1.18% — 452,786 135,920 — — 588,706
5.41% — 2,205,339 2,365,034 20,703 34,948 4,626,024
3.10% 31,197 277,392 984,008 610,609 673,880 2,577,086

— 194,123 — — — — 194,123
3.86% 273,765 4,419,652 3,520,232 642,654 708,828 9,565,131
1.89% — 6 — — — 6
1.74% — 672,665 26,534 109,351 — 808,550
3.62% 2,359 5,633 — — — 7,992
1.80% — 1,778 847 — — 2,625
1.51% 41,677 5,779,323 1,710,669 415,486 8,085 7,955,240
3.82% — 11,621 4,445 24,402 57,915 98,383

— 141,016 — — — — 141,016
1.56% 185,052 6,471,026 1,742,495 549,239 66,000 9,013,812
2.30% 88,713 (2,051,374) 1,777,737 93,415 642,828 551,319
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Note

Assets
Cash and deposits with
central banks
Deposits and placements
with banks and
non-bank financial
institutions
Financial assets held under
resale agreements
Loans and advances to
customers
Investments
Other assets

Total assets

Liabilities
Borrowings from central
banks
Deposits and placements
from banks and
non-bank financial
institutions
Financial liabilities at fair
value through profit or
loss
Financial assets sold under
repurchase
agreements
Deposits from
customers
Debt securities issued . . . .
Other liabilities

Total liabilities

Asset-liability gap

2008
Effective Between Between
interest rate Non-interest Less than three months one year = More than
Note (i) bearing three months and one year and five years five years Total
1.77% 34,110 1,212,943 — — — 1,247,053
2.78% — 51,018 5,824 — 9 56,851
3.48% — 195,996 12,552 — — 208,548
7.19% — 1,632,953 1,941,111 26,064 39,812 3,639,940
3.64% 19,777 102,051 1,024,095 716,703 331,292 2,193,918
— 180,258 — — — — 180,258
5.14% 234,145 3,194,961 2,983,582 742,767 371,113 7,526,568
1.89% — 6 — — — 6
1.91% — 403,319 18,473 79,860 — 501,652
3.83% — 2,663 1,093 75 144 3,975
3.09% — 864 — — — 864
2.03% 25,618 4,432,433 1,474,691 405,028 5,215 6,342,985
4.76% — 6,651 41,966 3,914 — 52,531
— 160,999 — — — — 160,999
2.05% 186,617 4,845,936 1,536,223 488,877 5,359 7,063,012
3.09% 47,528 (1,650,975) 1,447,359 253,890 365,754 463,556

(i) Effective interest rate represents the ratio of interest income/expense to average interest bearing assets/liabilities.

(i) For loans and advances to customers, the “less than three months” category includes overdue amounts (net of allowances for impairment
losses) of RMB27,304 million as at 31 December 2009 (2008: RMB38,473 million).

(iii) Investments include financial assets at fair value through profit or loss, available-for-sale financial assets, held-to-maturity investments,
debt securities classified as receivables and investments in subsidiaries.

(d) Currency risk

The Group’s foreign exchange exposure mainly comprises exposures that arise from the foreign currency
portfolio within the treasury’s proprietary investments, and currency exposures originated by the Group’s

overseas businesses.
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The Group manages other currency risk by spot and forward foreign exchange transactions and by matching
its foreign currency denominated assets with corresponding liabilities in the same currency, and also uses
derivatives (principally foreign exchange swaps and cross currency swaps) in the management of its own foreign
currency asset and liability portfolios and structural positions.

The currency exposures of the Group’s and the Bank’s assets and liabilities as at the end of the reporting

period are as follows:

Group

Assets

Cash and deposits with central banks ............

Deposits and placements with banks and non-bank

financial institutions .......................
Loans and advances to customers ...............
Investments ................. ... ...
Other assets . .........couiiiiirennrnneannan.

Totalassets .................... ... ... ......

Liabilities

Borrowings from central banks .................

Deposits and placements from banks and non-bank

financial institutions .......................

Financial liabilities at fair value through profit or

JOSS o
Deposits from customers . .....................
Debt securities issued . ........... ... .. ... ...
Other liabilities . ............. ... ... .........

Total liabilities .............................
Netposition .. ..............................

Net notional amount of derivatives ............

2009
USD Others

Note RMB (RMB equivalent) (RMB equivalent) Total
1,429,270 5,001 24,377 1,458,648
(1) 674,002 31,229 7,755 712,986
4,420,375 163,925 108,647 4,692,947
2,516,653 41,228 22,709 2,580,590
169,692 1,857 6,635 178,184
9,209,992 243,240 170,123 9,623,355
6 — — 6
(i) 737,888 54,571 20,446 812,905
7,939 27 26 7,992
7,767,928 116,533 116,862 8,001,323
82,760 5,206 10,678 98,644
127,626 11,402 4,437 143,465
8,724,147 187,739 152,449 9,064,335
485,845 55,501 17,674 559,020
54,182 (53,884) (154) 144
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Assets

Cash and deposits with central banks .......

Deposits and placements with banks and
non-bank financial institutions ..........

Loans and advances to customers ..........

Investments ...........................

Otherassets ..............couureune.n..

Totalassets ...........................
Liabilities
Borrowings from central banks ............
Deposits and placements from banks and
non-bank financial institutions ..........
Financial liabilities at fair value through profit
OrlOSS . oo vt
Deposits from customers . ................
Debt securities issued . ..................
Other liabilities . .......................

Total liabilities ........................
Netposition .. .........................

Net notional amount of derivatives .......

Notes:
(i) Including financial assets held under resale agreements

Note

(ii) Including financial assets sold under repurchase agreements

2008
USD Others

RMB (RMB equivalent) (RMB equivalent) Total
1,230,907 8,248 8,295 1,247,450
239,646 12,327 6,507 258,480
3,478,643 128,092 76,840 3,683,575
2,084,361 93,412 18,703 2,196,476
150,198 5,015 14,258 169,471
7,183,755 247,094 124,603 7,555,452
6 — — 6
432,779 44,784 13,873 491,436
1,881 1,401 693 3,975
6,200,337 95,610 79,968 6,375,915
42,802 3,699 7,309 53,810
152,096 6,105 4,547 162,748
6,829,901 151,599 106,390 7,087,890
353,854 95,495 18,213 467,562
100,333 (99,012) 1,066 2,387
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Bank
2009
USD Others
Note RMB (RMB equivalent) (RMB equivalent) Total

Assets
Cash and deposits with central banks ....... 1,428,959 4,979 21,432 1,455,370
Deposits and placements with banks and

non-bank financial institutions .......... (1) 673,226 32,010 7,292 712,528
Loans and advances to customers .......... 4,407,375 156,665 61,984 4,626,024
Investments ........................... 2,521,148 38,227 17,711 2,577,086
Otherassets ............couiiiuueinnin... 188,935 825 4,363 194,123
Totalassets ........................... 9,219,643 232,706 112,782 9,565,131
Liabilities
Borrowings from central banks ............ 6 — — 6
Deposits and placements from banks and

non-bank financial institutions .......... (i) 736,756 55,778 18,641 811,175
Financial liabilities at fair value through profit

OrloSs .o 7,939 27 26 7,992
Deposits from customers . ................ 7,766,173 108,134 80,933 7,955,240
Debt securities issued . .................. 82,890 5,035 10,458 98,383
Other liabilities ........................ 126,244 11,291 3,481 141,016
Total liabilities ........................ 8,720,008 180,265 113,539 9,013,812
Netposition .. ......................... 499,635 52,441 (757) 551,319
Net notional amount of derivatives ....... 54,152 (54,349) 107 (90)
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Bank
2008
USD Others
w RMB (RMB equivalent) (RMB equivalent) Total

Assets
Cash and deposits with central banks ....... 1,230,711 8,248 8,094 1,247,053
Deposits and placements with banks and

non-bank financial institutions .......... @) 237,213 20,606 7,580 265,399
Loans and advances to customers .......... 3,474,844 120,979 44,117 3,639,940
Investments ................ . ... . ..... 2,087,174 91,219 15,525 2,193,918
Other assets . ..........couuiiinueennn... 164,580 4916 10,762 180,258
Totalassets ........................... 7,194,522 245,968 86,078 7,526,568
Liabilities
Borrowings from central banks ............ 6 — — 6
Deposits and placements from banks and

non-bank financial institutions .......... (i1) 433,789 52,891 15,836 502,516
Financial liabilities at fair value through profit

OrloSS .o 1,881 1,401 693 3,975
Deposits from customers ................. 6,199,296 87,769 55,920 6,342,985
Debt securitiesissued . .................. 42,932 3,699 5,900 52,531
Other liabilities ........................ 151,502 6,072 3,425 160,999
Total liabilities ........................ 6,829,406 151,832 81,774 7,063,012
Netposition . .. ........................ 365,116 94,136 4,304 463,556
Net notional amount of derivatives ....... 100,324 (98.,841) 891 2,374
Notes:

(i) Including financial assets held under resale agreements
(ii) Including financial assets sold under repurchase agreements

(3) Liquidity risk

Liquidity risk is the risk that insufficient funds are available to meet liabilities as they fall due. It is caused
by mismatches of assets and liabilities in terms of their amounts and maturity dates. In accordance with liquidity
policies, the Group monitors the future cash flows to ensure that an appropriate level of highly liquid assets is
maintained.

At the Group level, liquidity is managed and coordinated through the ALM. The ALM is responsible for
formulation of the liquidity policies in accordance with regulatory requirements and prudential principles. Such
policies include:

e adopting a prudent strategy and ensuring sufficient funds are available at any moment to satisfy any
payment request;

*  optimising the Group’s asset and liability structure, diversifying and stabilising the source of funds, and
reserving an appropriate proportion of highly credit-rated and liquid asset portfolio; and

*  managing and utilising centrally the Bank’s liquid funds.

The Group principally uses liquidity analysis and gap analysis to measure the liquidity risk. Gap analysis is used
to predict the cash flow within one year. Scenario analyses are then applied to assess the impact of liquidity risk.
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(a) Maturity analysis

The following tables provide an analysis of the assets and liabilities of the Group and the Bank based on the

remaining periods to repayment as at the end of the reporting period:

Group
2009
Between Between Between
one month three months one year
Repayable  Within and and and More than
Indefinite on demand one month three months one year five years five years Total
Assets
Cash and deposits with central
banks ........................ 1,152,799 305,849 — — — — — 1,458,648
Deposits and placements with banks
and non-bank financial
institutions .................... 83 34,450 23,651 20,613 33,241 11,342 — 123,380
Financial assets held under resale
AZreeMents .. .......ooeuneenn. . — — 194,531 259,155 135,920 — — 589,606
Loans and advances to customers . ... 27,877 34,097 181,801 346,437 1,172,502 1,447,143 1,483,090 4,692,947
Investments
—Financial assets at fair value
through profit or loss ... ... 4,354 — 123 1,323 2,166 8,140 2,765 18,871
—Available-for-sale financial
aSSELS L. 34,786 — 16,523 58,777 285,746 148,149 107,499 651,480
—Held-to-maturity
investments ............. 2,926 — 17,305 58,048 425,461 546,935 358,198 1,408,873
—Debt securities classified as
receivables .............. — — — 19,639 132,152 22,103 325,681 499,575
—Investments in associate and
jointly controlled entity . ... 1,791 — — — — — — 1,791
Otherassets ..................... 111,606 37,405 2,731 10,432 7,195 2,968 5,847 178,184
Total assets ..................... 1,336,222 411,801 436,665 774,424 2,194,383 2,186,780 2,283,080 9,623,355
Liabilities
Borrowings from central banks .. .... — 6 — — — — — 6
Deposits and placements from banks
and non-bank financial
institutions .................... — 622,129 39,231 12,257 29,937 109,351 — 812,905
Financial liabilities at fair value
through profitorloss ............ — 2,359 — 5,580 — — 53 7,992
Deposits from customers ........... — 4,806,603 374,168 684,135 1,708,954 416,306 10,657 8,001,323
Debt securities issued
—~Certificates of deposit
issued . ... — — 1,241 3,774 4,760 6,113 5 15,893
—Bondsissued .............. —_ —_ —_ —_ 2,863 —_ —_ 2,863
—Subordinated bonds issued . . . . — — — — — — 79,888 79,888
Other liabilities . . . ............... 216 32,487 8,308 17,186 58,795 16,446 10,027 143,465
Total liabilities .................. 216 5,463,584 422,948 722,932 1,805,309 548,716 100,630 9,064,335
Long/(short) position ............. 1,336,006 (5,051,783) 13,717 51,492 389,074 1,638,064 2,182,450 559,020
Notional amount of derivatives
—Interest rate contracts . ....... — — 2,219 1,761 35,061 92,522 41,607 173,170
—Exchange rate contracts . .. ... — — 84,519 73,773 337,413 3,464 11,662 510,831
—Precious metal contracts ..... — — 1,244 — — — — 1,244
—Equity instrument contracts . . . — — — — 1,040 391 109 1,540
Total .......................... — — 87,982 75,534 373,514 96,377 53,378 686,785
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Assets
Cash and deposits with central

banks .......... .. .. ..

Deposits and placements with banks
and non-bank financial

institutions ....................

Financial assets held under resale

Agreements .. ..........ueenn. ..
Loans and advances to customers . . . .

Investments
—Financial assets at fair value

through profit or loss ... ...

—Available-for-sale financial

assets ...

—Held-to-maturity

investments .............

—Debt securities classified as

receivables ..............

—Investments in associate and

jointly controlled entity . ...
Otherassets .....................

Totalassets .....................

Liabilities

Borrowings from central banks ......

Deposits and placements from banks
and non-bank financial

institutions .............. .. .. ..

Financial liabilities at fair value

through profitorloss ............

Financial assets sold under repurchase

agreements ....................
Deposits from customers ...........

Debt securities issued
—~Certificates of deposit

issued ...
—Bondsissued ..............
—Subordinated bonds issued . . . .
Other liabilities ..................

Total liabilities ..................

Long/(short) position .............

Notional amount of derivatives

—Interest rate contracts . .......
—Exchange rate contracts . .. ...
—Precious metal contracts .. ...
—Equity instrument contracts . . .

2008
Between Between Between
one month three months one year
Repayable  Within and and and  More than

Indefinite on demand one month three months one year five years five years Total
935,156 312,294 — — — — — 1,247,450
57 24,552 14,933 5,472 4,909 — 9 49,932
— — 98,569 97,427 12,552 — — 208,548
38,258 38,088 124,660 263,120 1,119,663 1,071,249 1,028,537 3,683,575
3,169 — 3,370 2,890 28,445 10,344 2,091 50,309
32,695 — 38,885 120,285 187,419 112,779 58,775 550,838
4,614 — 9,806 21,674 136,016 601,250 268,423 1,041,783
— — — 310 315,917 155,145 80,446 551,818
1,728 — — — — — — 1,728
97,300 35,525 2,561 12,772 8,002 6,263 7,048 169,471
1,112,977 410,459 292,784 523,950 1,812,923 1,957,030 1,445,329 7,555,452
— 6 — — — — — 6
— 310,641 38,819 22,729 18,123 100,260 — 490,572
— — 756 1,907 1,093 75 144 3,975
— — 288 576 — — — 864
— 3,596,778 327,958 552,759 1,482,616 409,035 6,769 6,375,915
— — 313 1,527 5,002 4,175 — 11,017
— — — — — 2,854 — 2,854
— — — — — — 39,939 39,939
5 100,950 4,970 8,775 25,263 13,636 9,149 162,748
5 4,008,375 373,104 588,273 1,532,097 530,035 56,001 7,087,890
1,112,972 (3,597,916) (80,320) (64,323) 280,826 1,426,995 1,389,328 467,562
— — 2,130 4,341 19,023 112,026 46,175 183,695
— — 89,557 80,926 290,180 15,627 13,141 489,431
— — 510 — — — — 510
— — — — 28 778 — 806
— — 92,197 85,267 309,231 128,431 59,316 674,442
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Bank

Assets
Cash and deposits with central
banks .......... .. .. ..
Deposits and placements with banks
and non-bank financial
institutions ....................
Financial assets held under resale
AZreeMents .. .......oovuneenn. ..
Loans and advances to customers . . . .
Investments
—Financial assets at fair value
through profit or loss ... ...
—Available-for-sale financial
ASSELS Lo
—Held-to-maturity
investments .............
—Debt securities classified as
receivables ..............
—Investments in subsidiaries ...
Otherassets .....................

Totalassets .....................

Liabilities
Borrowings from central banks .. ....
Deposits and placements from banks
and non-bank financial
institutions ............ ... .....
Financial liabilities at fair value
through profitorloss ............
Financial assets sold under repurchase
agreements . ...................
Deposits from customers ...........
Debt securities issued
—=Certificates of deposit
issued ...l
—Bondsissued ..............
—Subordinated bonds issued . . . .
Other liabilities ..................

Total liabilities ..................
Long/(short) position .............

Notional amount of derivatives
—Interest rate contracts ........
—Exchange rate contracts ... ...
—Precious metal contracts .. ...
—Equity instrument contracts . . .

2009
Between Between Between
one month three months one year
Repayable  Within and and and  More than

Indefinite on demand one month three months one year five years five years Total
1,152,594 302,776 — — — — — 1,455,370
83 27,723 26,009 23,395 35,270 11,342 — 123,822
— — 193,631 259,155 135,920 — — 588,706
27,447 33,520 176,277 345,682 1,160,784 1,423,558 1,458,756 4,626,024
— — — 864 1,452 5,238 2,697 10,251
32,450 — 16,734 58,606 284,946 149,772 107,471 649,979
2,926 — 16,997 58,048 425,361 546,935 358,198 1,408,465
— — — 19,639 132,152 22,103 325,681 499,575
8,816 — — — — — — 8,816
129,659 38,453 2,374 10,109 5,145 2,609 5,774 194,123
1,353,975 402,472 432,022 775,498 2,181,030 2,161,557 2,258,577 9,565,131
— 6 — — — — — 6
— 624,126 39,652 8,887 26,534 109,351 — 808,550
— 2,359 — 5,580 — — 53 7,992
— — 1,694 84 847 — — 2,625
— 4,793,194 352,547 673,906 1,708,673 416,321 10,599 17,955,240
— — 1,195 4,567 4,076 5,664 — 15,502
— — — — 2,993 — — 2,993
— — — — — — 79,888 79,888
22 31,319 8,429 17,107 57,871 16,267 10,001 141,016
22 5,451,004 403,517 710,131 1,800,994 547,603 100,541 9,013,812
1,353,953 (5,048,532) 28,505 65,367 380,036 1,613,954 2,158,036 551,319
— — 2,108 1,701 34,227 90,789 41,573 170,398
— — 70,253 66,540 272,910 3,450 11,662 424,815
— — 1,244 — — — — 1,244
— — — — — 34 — 34
— — 73,605 68,241 307,137 94,273 53,235 596,491
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Assets
Cash and deposits with central
banks .......... .. .. ..
Deposits and placements with banks
and non-bank financial
institutions ....................
Financial assets held under resale
Agreements .. ..........ueenn. ..
Loans and advances to customers . . . .
Investments
—Financial assets at fair value
through profit or loss ... ...
—Available-for-sale financial
ASSELS Lo
—Held-to-maturity
investments .............
—Debt securities classified as
receivables ..............
—Investments in subsidiaries ...
Otherassets .....................

Totalassets .....................

Liabilities
Borrowings from central banks .. ....
Deposits and placements from banks
and non-bank financial
institutions ............ ... .....
Financial liabilities at fair value
through profitorloss ............
Financial assets sold under repurchase
agreements . ...................
Deposits from customers ...........
Debt securities issued
—=Certificates of deposit
issued ...l
—Bondsissued ..............
—Subordinated bonds issued . . . .
Other liabilities ..................

Total liabilities ..................
Long/(short) position .............

Notional amount of derivatives
—Interest rate contracts ........
—Exchange rate contracts ... ...
—Precious metal contracts .. ...
—Equity instrument contracts . . .

2008
Between Between Between
one month three months one year
Repayable  Within and and and  More than

Indefinite on demand one month three months one year five years five years Total
935,019 312,034 — — — — — 1,247,053
57 22,075 15,589 13,297 5,824 — 9 56,851
— — 98,569 97,427 12,552 — — 208,548
38,241 37,015 121,778 259,791 1,114,335 1,058,247 1,010,533 3,639,940
— — 3,172 2,890 26,950 9,446 2,033 44,491
32,343 — 39,237 120,771 187,298 112,762 58,745 551,156
4,614 — 9,806 21,674 136,016 601,250 268,423 1,041,783
— — — 310 315,917 155,145 80,446 551,818
4,670 — — — — — — 4,670
109,511 35,142 2,308 12,186 7,889 6,174 7,048 180,258
1,124,455 406,266 290,459 528,346 1,806,781 1,943,024 1,427,237 7,526,568
— 6 — — — — — 6
— 310,941 41,524 30,454 18,473 100,260 — 501,652
— — 756 1,907 1,093 75 144 3,975
— — 288 576 — — — 864
— 3,591,991 310,423 542,857 1,482,499 408,456 6,759 6,342,985
— — 309 343 4,869 4,087 — 9,608
— — — — — 2,984 — 2,984
— — — — — — 39,939 39,939
— 99,794 4,621 8,766 25,104 13,570 9,144 160,999
— 4,002,732 357,921 584,903 1,532,038 529,432 55,986 7,063,012
1,124,455 (3,596,466) (67,462) (56,557) 274,743 1,413,592 1,371,251 463,556
— — 2,130 4,341 18,826 111,599 46,141 183,037
— — 78,561 79,658 285,689 15,627 13,141 472,676
— — 510 — — — — 510
— — — — — 34 — 34
— — 81,201 83,999 304,515 127,260 59,282 656,257
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(b) Contractual undiscounted cash flow

The following tables provide an analysis of the contractual undiscounted cash flow of the non-derivative
financial liabilities and off balance sheet loan commitments and credit card commitments of the Group and the
Bank as at the end of the reporting period. The Group’s and the Bank’s expected cash flows on these instruments
may vary significantly from this analysis.

Group

Non-derivative
financial liabilities
Borrowings from

central banks ......

Deposits and
placements from
banks and non-bank
financial

institutions ........

Financial liabilities at
fair value through

profitorloss .......

Deposits from

customers .........

Debt securities issued
—~Certificates of
deposit

issued ........
—Bonds issued ..

—Subordinated

bonds issued . ..

Other financial

liabilities . .........

Off balance sheet loan
commitments and
credit card
commitments

(Note) ............

Financial guarantees
issued maximum
amount guaranteed

(Note) ............

2009

Between Between Between

one month three months one year
Carrying Gross Repayable  Within and and and More than
amount  cash outflow on demand one month three months oneyear five years five years
6 6 6 — — — — —
812,905 835,834 622,149 39,300 12,488 30,329 131,568 —
7,992 8,009 2,359 — 5,580 1 8 61
8,001,323 8,139,908 4,809,129 377,963 695,661 1,755,130 482,243 19,782
15,893 16,055 — 1,255 3,786 4,838 6,171 5
2,863 2,939 — — 23 2,916 — —
79,888 136,420 — — 1,504 1,696 12,800 120,420
31,006 31,006 23,498 1,452 673 1,489 3,377 517
8,951,876 9,170,177 5,457,141 419,970 719,715 1,796,399 636,167 140,785
— 788,283 648,295 41,554 16,680 40,256 32,448 9,050
497 684,556 — 120,067 73,247 151,916 180,049 159,277
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Non-derivative
financial liabilities
Borrowings from
central banks
Deposits and
placements from
banks and non-bank
financial
institutions
Financial liabilities at
fair value through
profit or loss
Financial assets sold
under repurchase
agreements
Deposits from
customers
Debt securities issued
—Certificates of
deposit
issued
—Bonds issued
—Subordinated
bonds
issued
Other financial
liabilities

Off balance sheet loan
commitments and
credit card
commitments
(Note)

2008
Between Between Between
one month three months one year
Carrying Gross Repayable  Within and and and More than
amount  cash outflow on demand one month three months oneyear five years five years
6 6 6 — — — — —
490,572 512,889 310,652 38,989 22,822 18,650 121,776 —
3,975 4,077 — 762 1,922 1,110 126 157
864 871 — 291 580 — — —
6,375,915 6,521,465 3,597,683 333,137 568,589 1,539,379 474,652 8,025
11,017 11,441 — 352 1,573 5,230 4,286 —
2,854 3,041 — — — — 3,041 —
39,939 57,098 — — — 2,042 12,045 43,011
25,716 25,716 22,194 731 59 2,143 50 539
6,950,858 7,136,604 3,930,535 374,262 595,545 1,568,554 615,976 51,732
— 482,559 334,442 24,669 26,703 47,597 21,831 27,317
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Bank
2009
Between Between  Between
one month three months one year
Carrying Gross Repayable  Within and and and  More than

amount cash outflow on demand one month three months one year five years five years

Non-derivative financial

liabilities
Borrowings from central

banks ................ 6 6 6 — — — — —
Deposits and placements

from banks and non-bank

financial institutions .... 808,550 831,379 624,146 39,720 9,056 26,889 131,568 —
Financial liabilities at fair

value through profit or

loss oo 7,992 8,009 2,359 — 5,580 1 8 61
Financial assets sold under
repurchase agreements . . 2,625 2,632 — 1,694 84 854 — —

Deposits from customers .. 7,955,240 8,093,816 4,796,409 355,650 685,433 1,754,849 481,752 19,723
Debt securities issued
—~Certificates of

depositissued ... 15,502 15,656 — 1,209 4,578 4,151 5,718 —

—Bonds issued . ..... 2,993 3,073 — — 24 3,049 — —
—Subordinated bonds

issued ......... 79,888 136,420 — — 1,504 1,696 12,800 120,420

Other financial liabilities .. 29,876 29,876 22,425 1,728 655 1,321 3,230 517

Total .................. 8,902,672 9,120,867 5,445,345 400,001 706,914 1,792,810 635,076 140,721

Off balance sheet loan
commitments and credit

card commitments
(Note) ............... — 763,579 648,295 21,289 15,664 37,227 32,054 9,050

Financial guarantees issued
maximum amount
guaranteed (Note) . ... .. 497 688,316 — 119,925 73,376 151,465 180,019 163,531
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Non-derivative
financial liabilities
Borrowings from

central banks ......

Deposits and
placements from
banks and non-bank
financial

institutions ........

Financial liabilities at
fair value through

profitorloss .......

Financial assets sold
under repurchase

agreements ........

Deposits from

customers .........

Debt securities issued
—~Certificates of
deposit

issued ......
—Bonds issued ..

—Subordinated
bonds

issued ......

Other financial

liabilities . .........

Off balance sheet loan
commitments and
credit card
commitments

(Note) ...........

2008

Carrying
amount

Gross Repayable  Within

cash outflow on demand one month three months

Between

one month

and

Between

Between

three months one year

and
one year

and
five years

More than
five years

864

6,342,985

39,939

24,719

524,108 310,952 41,724

4,077 — 762

871 — 291

6,488,301 3,592,896 315,576

57,098 — —

24,719 21,322 731

30,631

1,922

580

558,633

383

53

19,025

1,110

1,539,215

5,094

2,042

2,074

121,776

126

473,968

4,196
3,178

12,045

157

8,013

43,011

539

6,926,732

7,112,378 3,925,176 359,431

592,202

1,568,560

615,289

51,720

478,622 334,442 24,343

26,051

44,825

21,644

27,317

Note: The loan commitments and credit card commitments may expire without being drawn upon.
Financial guarantees issued do not represent the amount to be paid.
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(4) Operational risk

Operational risk represents the risk of loss due to deficient and flawed internal processes, personnel and
information system, or other external events.

The Group manages this risk through a control-based environment by establishing a framework of policies
and procedures in order to identify, assess, report, manage and control risks. The framework covers all business
functions ranging from finance, accounting, credit, settlement, savings, treasury, intermediary business,
application and management of information system, assets safeguard and legal compliance. This has allowed the
Group to comprehensively identify and address the operational risk inherent in all key products, activities,
processes and systems. Major operational risk management measures adopted by the Group include:

improved the self-assessment of operational risk and internal control, identified and assessed key risk
area and optimised measures of internal control; boosted business continuity management, set up
emergency recovery plan for major production systems, conducted contingent drills and enhanced the
bank wide emergency recovery ability;

promoted the project for operational risk management of information systems; built up a standard
platform for operational risk management throughout the Bank to achieve self-evaluation of
operational risk and internal controls, and enhanced the interaction and application of the management
tools of historical loss database and key risk indicators so as to support the operational risk
management and decisions-making;

established an internal reporting system for any staff misconduct which may adversely affect the
Group’s business. Under the system, statistics for staff misconduct are regularly reported to the Head
Office, while significant incidents are required to be reported to the Head Office within 24 hours after
such incidents are uncovered;

amended and improved the internal control system on a continuous basis; enhanced staff training;
implemented an accountability system to ensure compliance with policies and processes; as well as
established relevant policies and procedures, in which the management is held responsible for any staff
misconduct;

strengthened business operational checks and balance between departments and different positions, as
well as the centralised appointment and rotation of key personnel;

developed a systematic authorisation management and business operational policies;

backed-up data in the Group’s key data processing system to minimise operational risks from an IT
malfunction, and set up a computer disaster recovery centre to automatically back-up operational data;

set up an anti-money laundering team within the Legal and Compliance Department to coordinate and
monitor anti-money laundering activities, ensure the regulatory requirements of anti-money laundering
are properly satisfied by verifying clients’ identities, preserving clients’ identity documents and
transactions records, reporting money laundering transactions, suspicious transactions and transactions
which potentially related to financing criminal activities, as well as conducting anti-money laundering
training and publicity activities;

enhanced the controls over operational risks arising from essential segments of business units;
examined and monitored major risks affecting business units; and strengthened the content of controls
and risk management for business units; and

enhanced information system checks and security enforcement; examined and assessed information
security risk; tested and evaluated graded protection security technology for key information systems;
and conducted contingent drills for potential information system risk to ensure normal operation of
network and information systems.
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(5) Fair value
(a) Financial assets

The Group’s financial assets mainly include cash and deposits with central banks, deposits and placements
with banks and non-bank financial institutions, financial assets at fair value through profit or loss, financial assets
held under resale agreements, loans and advances to customers, available-for-sale financial assets,
held-to-maturity investments and debt securities classified as receivables.

Deposits with central banks, deposits and placements with banks and non-bank financial institutions and
financial assets held under resale agreements

Deposits with central banks, deposits and placements with banks and non-bank financial institutions and
financial assets held under resale agreements are mainly priced at market interest rates and mature within one
year. Accordingly, the carrying values approximate the fair values.

Loans and advances to customers

Majority of the loans and advances to customers are repriced at least annually to the market rate.
Accordingly, their carrying values approximate the fair values.

Investments

Available-for-sale and financial assets at fair value through profit or loss are stated at fair value in the
financial statements. The following table shows the carrying values and the fair values of the debt securities
classified as receivables and held-to-maturity investments which are not presented in the statement of financial
position at their fair values.

Group
Carrying value Fair value
2009 2008 2009 2008
Debt securities classified as receivables . .................. 499,575 551,818 473,719 560,096
Held-to-maturity investments . .................c.cou.... 1,408,873 1,041,783 1,420,608 1,087,483
Total ... 1,908,448 1,593,601 1,894,327 1,647,579
Bank
Carrying value Fair value
2009 2008 2009 2008
Debt securities classified as receivables . .................. 499,575 551,818 473,719 560,096
Held-to-maturity investments ...................c........ 1,408,465 1,041,783 1,420,200 1,087,483
Total ... 1,908,040 1,593,601 1,893,919 1,647,579

(b) Financial liabilities

The Group’s financial liabilities mainly include borrowings from central banks, deposits and placements
from banks and non-bank financial institutions, financial liabilities at fair value through profit or loss, financial
assets sold under repurchase agreements, deposits from customers, and debt securities issued. The carrying
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values of financial liabilities approximated their fair values as at the end of the reporting period, except that the
fair value of subordinated bonds issued as at 31 December 2009 was RMB75,816 million, which was lower than
their carrying value of RMB79,888 million.

(6) Valuation of financial instruments

The Group measures fair values using the following fair value hierarchy that reflects the significance of the
inputs used in making the measurements:

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

Level 2: Valuation techniques based on observable inputs, either directly or indirectly. This category
includes instruments valued using: quoted market prices in active markets for similar instruments; quoted prices
for identical or similar instruments in markets that are considered less than active; or other valuation techniques
where all significant inputs are directly or indirectly from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments
where the valuation technique includes inputs not based on observable data and the unobservable inputs have a
significant effect on the instrument’s valuation. This category includes instruments that are valued based on
quoted prices for similar instruments where significant unobservable adjustments or assumptions are required to
reflect differences between the instruments.

The table below analyses financial instruments, measured at fair value at the end of the reporting period, by
the level in the fair value hierarchy into which the fair value measurement is categorised:

Group

Level 1 Level 2 Level 3 Total

Assets
Financial assets at fair value through profit or loss
Financial assets held for trading purpose

—DeEDt SECUILIES . . . v vttt et 93 10,513 — 10,606
—Equity instruments and funds . ........... ... . L.l 867 — — 867
Financial assets designated as at fair value through profit or loss
—DeEDt SECUILIES . . o vttt et e e 526 905 2,480 3911
—Equity instruments . . . ... ... 977 — 2,510 3,487
Positive fair value of derivatives ... ........... ... — 5,422 4,034 9,456
Available-for-sale financial assets
—DeEDt SECUILIES . . . v v vttt et 23,531 600,398 2,834 626,763
—Equity instruments and funds . ........... ... . L.l 16,552 2,228 704 19,484
Total ... ... 42,546 619,466 12,562 674,574
Liabilities
Financial liabilities at fair value through profit or loss
Financial liabilities designated as at fair value through profit or loss .. .. — 7,963 29 7,992
Negative fair value of derivatives ........... ... .. .. . i, — 5,490 3,085 8,575
Total . ... . — 13,453 3,114 16,567
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Levell Level2 Level3 Total

Financial assets at fair value through profit or loss
Financial assets held for trading purpose

—Debt securities

.................................................. 93 10,158 — 10,251

Positive fair value of derivatives . .......... .. — 4,666 3,004 7,730
Available-for-sale financial assets

—Debt securities

.................................................. 23,265 601,499 2,834 627,598

—Equity instruments and funds . ........ .. 16,234 2,157 — 18,391
............................................................... 39,592 618,480 5,898 663,970

Financial liabilities at fair value through profit or loss
Financial liabilities designated as at fair value through profit or loss . ............ — 7,963 29 7,992
Negative fair value of derivatives .. ......... ...t — 4,838 3,056 7,894

— 12,801 3,085 15,886

For the year ended 31 December 2009, there were no significant transfer between level 1 and level 2 of the

fair value hierarchy.

The following table shows a reconciliation from the beginning balances to the ending balances for fair value
measurement in level 3 of the fair value hierarchy:

As at 1 January

Total gains or losses:

comprehensive

settlements .. ....

As at 31 December

Total gains or losses
for the period
included in profit
or loss for assets
and liabilities held
at the end of the
reporting period . .

Financial assets designated

as at fair value through Available-for-sale E:;)alﬁgzsl
profit or loss Positive financial assets designated  Negative
Equity fair value Equity as at fair fair value
Debt instruments of Debt  instruments Total value through of Total

securities and funds derivatives securities and funds assets profit or loss derivatives liabilities

2,195 2,564 8,008 8916 320 22,003 @7 (7,590)  (7.617)
189 211 (3,375) 68 23 (2.884) ) 4,001 3,999
— — — 647 149 796 — — —
1,131 — — — 1915 3,046 — — —
(1,035) (265) (599)  (6797) (1703) (10399)  — 504 504
2,480 2,510 4,034 2834 704 12,562 (29) (3,085)  (3,114)
(82) 170 (2327)  (326) —  (2,565) ) 2,953 2,951
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In Level 3 of the fair value hierarchy, total gains or losses included in profit or loss for the year in the above
table are presented in net trading gain, net gain/(loss) arising from investment securities and impairment losses of
the statement of comprehensive income.

Bank
Available-for-sale financial E::;)al{::ll:sl
assets designated as
Positive Equity at fair value =~ Negative
fair value of Debt instruments through fair value of
derivatives  securities and funds  Total assets profit or loss derivatives Total liabilities

As at 1 January 2009 . ... 7,494 8,916 — 16,410 27) (7,590) (7,617)
Total gains or losses:
In profitorloss ......... (3,938) 68 — (3,870) 2) 4,030 4,028
In other comprehensive

income ............. — 647 — 647 — — —
Sales and settlements .. .. (492) (6,797) — (7,289) — 504 504
As at 31 December

2009 ... 3,064 2,834 — 5,898 (29) (3,056) (3,085)
Total gains or losses for

the period included in

profit or loss for assets

and liabilities held at the

end of the reporting

period .............. (2,890) (326) (3,216) 2) 2,982 2,980

(7) Capital management

The Group’s capital management comprises the management of the capital adequacy ratio, capital
financing, and economic capital, of which the prime focus is capital adequacy ratio management. The Group
calculates capital adequacy ratio in accordance with the guidelines issued by the CBRC. The capital of the Group
is analysed into core capital and supplementary capital.

The CBRC requires that the capital adequacy ratio and core capital adequacy ratio for commercial banks
shall not fall below 8% and 4% respectively. For commercial banks, supplementary capital shall not exceed
100% of core capital while long-term subordinated liabilities included in the supplementary capital should not
exceed 50% of the core capital. When total positions of trading accounts exceed 10% of the on—and off—
balance sheet total assets, or RMB&.5 billion, commercial banks must provide for market risk capital. At present,
the Group is fully compliant with legal and regulatory requirements.

Capital adequacy ratio management is a core issue of capital management. The capital adequacy ratio
reflects the Group’s quality of operations and risk management. The Group’s capital adequacy ratio management
objectives are to meet the legal and regulatory requirements, and to prudently determine the capital adequacy
ratio under realistic exposures with reference to the capital adequacy ratio levels of leading global banks and the
Group’s operating situations.

The Group predicts, plans, and manages the capital adequacy ratio by using scenario models and stress tests
based on its strategic development plans, business expansion needs, and risk exposure trends.
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Capital allocation

Maximisation of the return on risk-adjusted capital is the principal basis used in determining how capital is
allocated within the Group to particular businesses or activities. Account is also taken of synergies with other
businesses and activities, the availability of management and other resources, and the fit of the activity with the
Group’s longer term strategic objectives. The Group’s policies in respect of capital management and allocation
are reviewed regularly by the board of directors.

The amount of capital allocated to each business or activity is based primarily upon the regulatory capital,
but in some cases the regulatory requirements do not reflect fully the varying degree of risk associated with
different activities. In such cases the capital requirements may be flexed to reflect differing risk profiles. The
process of allocating capital to specific businesses and activities is undertaken by the ALM.

The Group’s consolidated regulatory capital positions calculated in accordance with the guidance issued by
the CBRC as at 31 December 2009 and 2008 are as follows:

Note 2009 2008
Core capital adequacy ratio ... .........iuuiiuninn i (a) 9.31% 10.17%
Capital adequacy ratio .. .........t ottt e (b) 11.70% 12.16%
Components of capital base
Core capital:
—Share capital . ....... . ... 233,689 233,689
—Capital reserve, investment revaluation reserve and exchange reserve . . . (d) 82,427 83,202
—Surplus reserve and general reserve . ............ ... 84,227 73,550
—Retained earnings . .. ... ... (c)(d) 87,564 39,316
—MINOrity INEIESS . . . oottt et et 3,545 1,596

491,452 431,353

Supplementary capital:

—General provision for doubtfuldebts .............. ... ... ... ... 48,463 38,110
—Positive changes in fair value of financial instruments at fair value
through profitorloss .......... .. . i 10,815 8,684
—Long-term subordinated bonds . ........ .. ... .. . i i, 80,000 40,000
139,278 86,794
Total capital base before deductions ............. ... .. .. . ... 630,730 518,147
Deductions:
—GoodWill . . .. (1,590) (1,527)
—Unconsolidated equity investments . ..................ocueueen... (8,903) (5,682)
—OthETS .o (e) (12,004) (522)
Total capital base after deductions .. .......... ... . ... 608,233 510,416
Risk-weighted assets .. ...ttt (63) 5,197,545 4,196,493

Notes:

(a) Core capital adequacy ratio is calculated by dividing the net amount of core capital, which is after deductions of 100% of goodwill, 50%
of unconsolidated equity investments, and other items, by risk-weighted assets.

(b) Capital adequacy ratio is calculated by dividing the total capital base after deductions by risk-weighted assets.

(c) The dividend proposed after the reporting period has been deducted from retained earnings.
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(d) The investment revaluation reserve arising from the accumulated net positive changes in the fair value of available-for-sale financial
assets is excluded from the core capital and 50% of the balance is included in the supplementary capital. In addition, the unrealised
accumulated net positive changes in fair value of trading financial instruments, net of income tax, are excluded from the core capital and
included in the supplementary capital.

(e) Others mainly represent investments in those asset backed securities specified by CBRC which required reduction.

(f) The balances of risk-weighted assets include an amount equal to 12.5 times the Group’s market risk capital.

63 EVENTS AFTER THE REPORTING PERIOD

Acquisition of Pacific-Antai Life Insurance Co. Ltd (“Antai Life”)

On 29 December 2009, the Bank signed Equity Transfer Agreement with ING Group. In accordance with
the Agreement, the Bank would acquire 50% of equity interests of Antai Life held by ING Group. Antai Life is a
life insurance corporation established on 16 October 1998, with a registered capital of RMB800 million. The

completion of the aforesaid acquisition is subject to the approval from CBRC and China Insurance Regulatory
Commission.

64 COMPARATIVE FIGURES

Certain comparative figures have been adjusted to conform with changes in disclosures in current year.

65 ULTIMATE PARENT

As stated in Note 1, the immediate and ultimate parent of the Group is Huijin and CIC respectively.

66 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE

Up to the date of issue of the financial statements, the IASB has issued the following amendments, new
standards and interpretations which are not yet effective for the year ended 31 December 2009 and which have
not been adopted in the these financial statements.

. Revised IFRS 3, Business combinations;

. Revised IAS 24, Related party disclosures;

. Amendments to IAS 27, Consolidated and separate financial statements;

*  Amendments to IAS 39, Financial instruments: Recognition and measurement—Eligible hedged items;

. IFRIC 17, Distribution of non-cash assets to owners;

o Improvements to IFRSs 2009;

. IFRS 9, Financial instruments.

The Group is in the process of making assessment of what the impact of these amendments is expected to be
in the period of initial application. So far it has concluded that the adoption of them is unlikely to have a

significant impact on the Group’s results of operations and financial position except for IFRS 9, Financial
instruments, which may have an impact on the Group’s results and financial position.
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(3) UNAUDITED INTERIM FINANCIAL STATEMENTS FOR THE SIX MONTHS ENDED 30 JUNE

2010
Consolidated Statement of Comprehensive Income
For the six months ended 30 June 2010
(Expressed in millions of Renminbi, unless otherwise stated)
Six months ended 30 June
Note 2010 2009
IntereSt iNCOME . . . . ..o e e e 179,650 168,435
INEETESt XPEINSE . . ¢ o v vttt et e e e e e (61,851) (65,967)
Netinterest INCOME . . .. ... ... e 3 117,799 102,468
Fee and commiSSION INCOME . . . . . o vttt ittt e e e e e s 34,674 24,391
Fee and commission EXPeNSE . .. ... v.uu ettt et e e (1,032) (969)
Net fee and commissionincome . . .......... ... ... . ... ... ... ... . ... ....... 4 33,642 23,422
Net trading ain . .. ..ottt 5 894 1,293
Dividend iNCOME . . . . oottt 6 75 54
Net gain arising from investment SECUIItieS .. ... ... .c.ueunernernenneennen. .. 7 455 3,458
Other operating iNCOME, NEL . . .. ..ottt ettt ettt ee s 8 860 770
Operating inCome . .............. ... . i 153,725 131,465
Operating eXpenses . . . . ...ttt e 9 (51,717) (46,185)
102,008 85,280
Impairment losses on:
—Loans and advances tO CUSTOMETS . . ... .o v vttt e i (10,119) (10,274)
— O TS . ot 295  (2,545)
Impairment losses . ............. . 10 (9,824) (12,819)
Share of profit of associates and jointly controlled entities ................... 10 8
Profit before tax . .......... ... . ... 92,194 72,469
INCOME tAX EXPEINSE - .« v vttt et et e e e e e e e e e 11 (21,415) (16,628)
Net profit ... ... ... . 70,779 55,841
Other comprehensive income:
(Losses)/gains of available-for-sale financial assets . ................... ... .... (2,409) 2,036
Less: Income tax relating to available-for-sale financial assets ................... 576 (508)
Reclassification adjustments . . .. ...ttt (366) 918
(2,199) 2,446
Exchange difference on translating foreign operations ......................... (437) 120
O TS .« et 6 —
Other comprehensive income for the period, netoftax ...................... (2,630) 2,566
Total comprehensive income for the period . ............................... 68,149 58,407
Net profit attributable to:
Equity shareholders of the Bank . ....... ... ... .. . . . . 70,741 55,806
Non-controlling interests . . ... ... ...ttt 38 35
70,779 55,841
Total comprehensive income attributable to:
Equity shareholders of the Bank . ....... ... ... .. . . 68,056 58,370
Non-controlling INterests . ... ... ......iuitnninnte e 93 37
68,149 58,407
Basic and diluted earnings per share inRMB) . ............................ 12 0.30 0.24
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Consolidated Statement of Financial Position

As at 30 June 2010
(Expressed in millions of Renminbi, unless otherwise stated)

Note 30 June 2010 31 December 2009

Assets:

Cash and deposits with central banks ... ......... . i 13 1,598,806 1,458,648
Deposits with banks and non-bank financial institutions .. ......... ... ... ... ... ..... 14 78,348 101,163
Precious Metals . . . ..o e 10,999 9,229
Placements with banks and non-bank financial institutions .. ............... ... . ........ 15 14,801 22,217
Financial assets at fair value through profitorloss ........ ... ... ... ... ... ... .... 16 40,005 18,871
Positive fair value of derivatives . .. ........ ... e 17 10,704 9,456
Financial assets held under resale agreements .. ................uuuiiieirneennennn . 18 257,349 589,606
Interest receivable . . . .. .o 19 42 477 40,345
Loans and advances to CUSTOMEIS . .. ... ..o\ttt ittt e e ettt 20 5,215,973 4,692,947
Available-for-sale financial aSSEtS . .. ... ... ... .. 21 726,809 651,480
Held-to-maturity inVESIMENLS . . . .. ..ottt ettt et e e et e e 22 1,653,955 1,408,873
Debt securities classified as receivables . . ... ... 23 457,707 499,575
Interests in associates and jointly controlled entities . ............. ... ... ... .. ... 25 1,798 1,791
FIXed @SSES . . . oot et 26 73,264 74,693
Land use rights . .. ... o 27 16,854 17,122
Intang@ible aSSets . . . ..ottt 28 1,162 1,270
GOOAWILL . . ot 29 1,574 1,590
Deferred tax aSSetS . . . ..ottt 30 10,766 10,790
Oher @SSELS .« . o v v ettt et et e e e e e e 31 22,630 13,689
Total aSSetS . ... ... e 10,235,981 9,623,355
Liabilities:

Borrowings from central banks ... ........ ... 1,344 6
Deposits from banks and non-bank financial institutions . ......... ... ... ... ... ..... 34 675,725 774,785
Placements from banks and non-bank financial institutions . ........................... 35 87,892 38,120
Financial liabilities at fair value through profitorloss ............ ... ... ... ... .... 36 10,878 7,992
Negative fair value of derivatives . . .. .. ... 17 9,462 8,575
Financial assets sold under repurchase agreements . ....................ovuiiuunnn.... 37 2,000 —
Deposits from CUSLOMETS . ... .ottt ettt et e e e e e e 38 8,591,701 8,001,323
Accrued Staff COSES .. ..ot 39 27,534 27,425
Taxes payable . . .. ... 40 16,495 25,840
Interest payable . . . . ..o 41 66,420 59,487
PrOVISIONS . . ottt 42 1,282 1,344
Debt Securities iSSUEA . . . .ttt 43 94,717 98,644
Deferred tax Habilities . ... ..... ...t 30 315 216
Other Habilities . . .. oottt e e e e e e e e e e 44 70,018 20,578
Total liabilities .. ... ... ... .. .. . 9,655,783 9,064,335
Equity:

Share capital . ... ... 45 233,689 233,689
Capital TESEIVE . . ..ottt 46 90,272 90,266
Investment revaluation TESEIVE . . . . .. oot i ittt e e e e e e e e 47 10,909 13,163
SUPIUS TESEIVE . . o . ottt et et e e e e e e e e e e e e e 48 37,421 37,421
GENEIAL TESEIVE . . . o ottt e e e e e e e e e e e 49 61,269 46,806
Retained @arnings . ... ... ..ottt 50 145,185 136,112
EXChange reserve . ... ... 2,419) (1,982)
Total equity attributable to equity shareholders of the Bank ........ ... ... ... ... .... 576,326 555,475
NON-cONtrolling INtETESLS . . . . ..ottt ettt e e e e e e e e e 3,872 3,545
Total eqUity . . ... ... 580,198 559,020
Total liabilities and equity .. ......... ... . . . 10,235,981 9,623,355

Approved and authorised for issue by the board of directors on 20 August 2010.

Zhang Jianguo Wong Kai-Man Rt Hon Dame Jenny Shipley
Vice chairman, executive director and president Independent non-executive director Independent non-executive director
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Statement of Financial Position

As at 30 June 2010
(Expressed in millions of Renminbi, unless otherwise stated)

Note 30 June 2010 31 December 2009

Assets:

Cash and deposits with central banks ... ....... .. ... 13 1,595,372 1,455,370
Deposits with banks and non-bank financial institutions .. ............. ... ... ... ..... 14 79,539 100,679
Precious Metals . . . ..o 10,999 9,229
Placements with banks and non-bank financial institutions .. ........................... 15 19,598 23,143
Financial assets at fair value through profitorloss ........ ... ... ... ... ... ... .... 16 28,408 10,251
Positive fair value of derivatives .. ............ ... 17 9,266 7,730
Financial assets held under resale agreements . ................. oo, 18 257,349 588,706
Interestreceivable . . ... ... . . e 19 42,211 40,129
Loans and advances tO CUSIOMEIS . . ..ottt ittt et et e et e et e e e 20 5,131,396 4,626,024
Available-for-sale financial assets ... ............ .. 21 723,112 649,979
Held-to-maturity inVESIMENLS . . . . ..ottt ettt e e et e 22 1,653,367 1,408,465
Debt securities classified as receivables . . ............ .. . 23 457,707 499,575
Investments in sSubSIdIaries . . . ... ... i e 24 8,985 8,816
FIXed @SSetS . . . oot ot e 26 72,576 74,098
Land use rights . . ..o o 27 16,795 17,062
Intang@ible @SSetS . . ...ttt e 28 1,136 1,242
Deferred tax aSsetS . . ..ottt e 30 11,512 11,323
OtRET ASSES . . o ot ettt et e 31 39,938 33,310
Total asSets . ... ... ... 10,159,266 9,565,131
Liabilities:

Borrowings from central banks . ........ ... 1,344 6
Deposits from banks and non-bank financial institutions . ......... ... ... ... ... . .... 34 677,223 776,582
Placements from banks and non-bank financial institutions ............................ 35 67,993 31,968
Financial liabilities at fair value through profitorloss ............ ... ... ... ... ... 36 8,867 7,992
Negative fair value of derivatives . .. ........... .o i 17 8,761 7,894
Financial assets sold under repurchase agreements .. ................c.viunienneenn . 37 5,040 2,625
Deposits from CUStOMETS . . .. ..ottt ettt ettt e e e e et 38 8,546,105 7,955,240
Accrued Staff COSES . . ...t e 39 27,069 26,708
Taxes payable . . ... ..o 40 16,180 25,549
Interest payable . . . ... .o 41 66,328 59,442
PrOVISIONS . . . ottt ettt e e e e e e e e e 42 1,282 1,344
Debt securities iSSUEA . . . .ottt e 43 93,202 98,383
Deferred tax Habilities ... ... ... ...t 30 21 22
Other Habilities . . .. oottt et e e e e e e 44 67,867 20,057
Total liabilities . ... ......... ... . . . 9,587,282 9,013,812
Equity:

Share capital .. ... ... 45 233,689 233,689
Capital TESEIVE . . ..ottt e e 46 90,272 90,266
Investment revaluation FESEIVE . . . . ..t vttt ettt e et e et e e 47 10,931 13,213
SUPIUS TESEIVE .+« v v ettt et e et e e e e e e e e e e e e e e e e 48 37,421 37,421
GENEIAL TESEIVE . . . o ottt ettt e e e e e 49 60,608 46,209
Retained €arnings . ... ...ttt 50 139,512 130,785
EXChange reserve . ... ... (449) (264)
Total equity . .. .. ... o 571,984 551,319
Total liabilities and equity ... ........... .. ... i 10,159,266 9,565,131

Approved and authorised for issue by the board of directors on 20 August 2010.

Zhang Jianguo Wong Kai-Man Rt Hon Dame Jenny Shipley
Vice chairman, executive director and president Independent non-executive director Independent non-executive director
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As at 1 January 2010 ... ...
Movements during the
period ................
Net profit ............
Other comprehensive
income ............
Total comprehensive
income ................
Changes in share capital . ...
Profit distribution . . ........
Appropriation to general
TeServe ............
Cash dividends to equity
shareholders ........

As at 30 June 2010 ... .....

As at 1 January 2009 . ... ..
Movements during the
period ................
Net profit ............
Other comprehensive
income ............
Total comprehensive
income ................
Changes in share capital . ...
Profit distribution . . ........
Appropriation to general
TeServe . ...........
Cash dividends to equity
shareholders ........

As at 30 June 2009 ........

As at 1 January 2009 ... ...
Movements during the
year ..................
Net profit ............
Other comprehensive
income ............
Total comprehensive
income ................
Changes in share capital . ...
Profit distribution . .. .......
Appropriation to surplus
TESeIVe ... .
Appropriation to general
TESeIVe . .....ooo. .
Cash dividends to equity
shareholders ........

As at 31 December 2009 ...

Consolidated Statement of Changes in Equity

For the six months ended 30 June 2010
(Expressed in millions of Renminbi, unless otherwise stated)

Attributable to equity shareholders of the Bank

Share

Note capital

50

Investment Non-
Capital revaluation Surplus General Retained Exchange controlling
reserve reserve reserve reserve earnings reserve interests Total equity

233,689 90,266 13,163 37,421 46,806 136,112 (1,982) 3,545 559,020
— 6 (2,254) — 14,463 9,073 (437) 327 21,178
— — — — — 70,741 — 38 70,779
— 6 (2,254) — — — (437) 55 (2,630)
— 6 (2,254) — — 70,741 (437) 93 68,149
— — — — — — — 256 256
— — — — 14,463  (61,668) — (22) (47,227)
— — — — 14,463  (14,463) — — —
_ _ _ - —  (47,205) — (22) (47,227)

233,689 90,272 10,909 37,421 61,269 145,185  (2,419) 3,872 580,198

Attributable to equity shareholders of the Bank
Investment Non-

Share Capital revaluation Surplus General Retained Exchange controlling

capital reserve reserve reserve reserve earnings reserve interests Total equity

233,689 90,241 11,156 26,922 46,628 59,593 (2,263) 1,596 467,562
— — 2,444 — 30 36,216 120 162 38,972
— — — — — 55,806 — 35 55,841
_ — 2,444 — — — 120 2 2,566
— — 2,444 — — 55,806 120 37 58,407
— — — — — — — 143 143
— — — — 30 (19,590) — (18) (19,578)
— — — — 30 (30) — — —
— — — — —  (19,560) — (18) (19,578)

233,689 90,241 13,600 26,922 46,658 95,809  (2,143) 1,758 506,534

233,689 90,241 11,156 26,922 46,628 59,593 (2,263) 1,596 467,562
— 25 2,007 10,499 178 76,519 281 1,949 91,458
— — — — — 106,756 — 80 106,836
— 25 2,007 — — — 281 9 2,322
— 25 2,007 — — 106,756 281 89 109,158
— — — — — — — 1,878 1,878
— — — 10,499 178 (30,237) — (18) (19,578)
— — — 10,499 —  (10,499) — — —
— — — — 178 (178) — — —
— — — — —  (19,560) — (18) (19,578)

233,689 90,266 13,163 37,421 46,806 136,112 (1,982) 3,545 559,020
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For the six months ended 30 June 2010

Statement of Changes in Equity

(Expressed in millions of Renminbi, unless otherwise stated)

As at 1 January 2010 .........
Movements during the period . . .
Netprofit ...............

Other comprehensive

income ...............
Total comprehensive income . . . .
Profit distribution . ............

Appropriation to general

reserve ...

Cash dividends to equity

shareholders ...........
Asat30 June 2010 ...........

As at 1 January 2009 .........
Movements during the period . . .
Netprofit ...............

Other comprehensive

income ...............
Total comprehensive income . . . .
Profit distribution . ............

Appropriation to general

reserve ........ ... ..

Cash dividends to equity

shareholders ...........
As at 30 June 2009 ...........

As at 1 January 2009 .........
Movements during the year . ...
Netprofit ...............

Other comprehensive

income ...............
Total comprehensive income . . . .
Profit distribution . ............

Appropriation to surplus

reserve ...

Appropriation to general

reserve ...

Cash dividends to equity

shareholders ...........
As at 31 December 2009 . ... ..

Investment
Share  Capital revaluation Surplus General Retained Exchange Total
Note capital reserve reserve reserve reserve earnings reserve equity
233,689 90,266 13,213 37,421 46,209 130,785 (264) 551,319
— 6 (2,282) — 14,399 8,727 (185) 20,665
— — — — — 70,331 — 70,331
— 6 (2,282) - — —  (185)  (2.461)
— 6 (2,282) — — 70,331 (185) 67,870
— — — — 14,399 (61,604) — (47,205)
- — — — 14399 (14399) — —
_ — — — — (47,205) —  (47,205)
233,689 90,272 10,931 37,421 60,608 139,512 (449) 571,984
Investment
Share  Capital revaluation Surplus General Retained Exchange Total
capital reserve reserve reserve reserve earnings reserve equity
233,689 90,241 11,138 26,922 46,200 55,867 (501) 463,556
— — 2,454 — 9 35,449 79 37,991
— — — — — 55,018 — 55,018
_ — 2,454 — — — 79 2,533
— — 2,454 — — 55,018 79 57,551
- — — — 9 (19,569) — (19,560)
— — — — 9 9 — —
- — — —  — (19560) —  (19,560)
233,689 90,241 13,592 26,922 46,209 91,316 (422) 501,547
233,689 90,241 11,138 26,922 46,200 55,867 (501) 463,556
— 25 2,075 10,499 9 74918 237 87,763
— — — — — 104,986 — 104,986
— 25 2,075 — — — 237 2,337
— 25 2,075 — — 104,986 237 107,323
- — 10,499 9 (30,068) — (19,560)
S — — 10499  — (10499) — —
— _ — _ 9 9 — —
- — — —(19,560) — (19,560)
233,689 90,266 13,213 37,421 46,209 130,785 (264) 551,319

I-134



APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

Consolidated Statement of Cash Flows
For the six months ended 30 June 2010

(Expressed in millions of Renminbi, unless otherwise stated)

Cash flows from operating activities

Profit before tax . ..... ... .
Adjustments for:
—Impairment 10SSes . .. .. ... ...t
—Depreciation and amortisation . .............. ...
—Unwinding of discount . .......... ... .. ..
—Revaluation gain on financial instruments at fair value through
Profit Or loSS . ...ttt
—Share of profit of associates and jointly controlled entities ............
—Dividend InCOmME . . . ...
—Unrealised foreign exchange loss/(gain) .. .........................
—Interest expense on bonds issued ........... .. ... L.
—Net gain on disposal of investment securities . . ... ..................
—Net gain on disposal of fixed assets and other long-term assets . ........

Changes in operating assets:

Net increase in deposits with central banks and with banks and non-bank
financial INStItULIONS . ... ..ottt e e
Net (increase)/decrease in placements with banks and non-bank financial
INSHEULIONS &+ & v vt et e et et e e e e e e e e e e e
Net increase in loans and advances to CUStomers . .........................
Net decrease/(increase) in financial assets held under resale agreements . ... ...
(Increase)/decrease in other operating assets .. ...............c.cueuiunen..

Changes in operating liabilities:

Net increase in borrowings from central banks . ..........................
Net increase/(decrease) in placements from banks and non-bank financial
INSHEULIONS . v vt et et e e e et e e e e e e e e
Net increase in deposits from customers and from banks and non-bank financial
INSHEULIONS . v vt et et e e e et e e e e e e e e
Net increase/(decrease) in financial assets sold under repurchase agreements . . .
Net (decrease)/increase in certificates of depositissued ....................
Income tax paid . .. ..ot
Increase in other operating liabilities ........... .. ... ... ... .. ... . ....

Net cash from/(used in) operating activities . ...........................
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Six months ended 30 June

Note 2010 2009

92,194 72,469

10 9,824 12,819
9 5,772 5,327
20(3) (392) (707)
(260) (518)

(10) ()

6 (75) (54)
278 (1,947)

1,653 1,486

7 (455) (3,458)
8 (32) (44)
108,497 85,365
(190,282)  (187,690)
(1,365) 515
(535328)  (735.473)
332,251 (659,904)
(39,324) 3,765
(434,048) (1,578,787)

1,338 —

50,024  (18,181)
493247 1,485,405
2,000 (383)

(3,846) 2,868
(29,950)  (34,699)

11,685 10,307
524,498 1,445,317
198,947  (48,105)
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Consolidated Statement of Cash Flows

For the six months ended 30 June 2010
(Expressed in millions of Renminbi, unless otherwise stated)

Cash flows from investing activities

Proceeds from sale and redemption of investments
Dividends received

Net cash used in investing activities

Cash flows from financing activities

Issue of subordinated bonds
Capital contribution by non-controlling interests

Dividends paid

Net cash (used in)/from financing activities

Effect of exchange rate changes on cash and cash equivalents

Net decrease in

Cash and cash equivalents as at 30 June

Interest paid on bonds issued

cash and cash equivalents ...............
Cash and cash equivalents as at 1 January

Cash flows from operating activities include:

Interest received

Interest paid, excluding interest expense on bonds issued
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Proceeds from disposal of fixed assets and other long-term assets
Cash received from other investing activities
Purchase of investment securities
Purchase of fixed assets and other long-term assets
Acquisition of associates and jointly controlled entities

Six months ended 30 June

w 2010 2009

585,123 474,231

74 54

244 332

— 143
(860,581)  (595,365)
(3,792) (4,760)
(15) (12)
(278,947)  (125,377)

— 39,931

256 —
22) (641)
(1,554) (104)

(1,320) 39,186

(207) 37
(81,527)  (134,259)
380,249 355,811

51 298,722 221,552
171,675 161,793
(53,354) (59,587)
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Notes to Financial Statements

(Expressed in millions of Renminbi, unless otherwise stated)

1 CORPORATE INFORMATION

China Construction Bank Corporation (the “Bank™) is a joint-stock company with limited liability
incorporated in the People’s Republic of China (the “PRC”) on 17 September 2004, as a result of a separation
procedure undertaken by China Construction Bank (“CCB”). Under the terms of the separation, the Bank
succeeded to the commercial banking business and related assets and liabilities of CCB as at 31 December 2003.

The registered office of the Bank is located at No. 25, Finance Street, Xicheng District, Beijing, the PRC.
The Bank obtained the financial service certificate on 15 September 2004, as approved by the China Banking
Regulatory Commission (the “CBRC”), and the business license on 17 September 2004, as approved by the State
Administration for Industry and Commerce of the PRC.

The Bank publicly offered H shares on the Stock Exchange of Hong Kong Limited and A shares on the
Shanghai Stock Exchange in October 2005 and September 2007 respectively. All H and A shares rank pari passu
with the same rights and benefits.

For the purpose of these financial statements, Mainland China refers to the PRC excluding the Hong Kong
Special Administrative Region of the PRC (“Hong Kong”), the Macau Special Administrative Region of the PRC
and Taiwan. Overseas refers to countries and regions other than Mainland China.

The principal activities of the Bank and its subsidiaries (collectively the “Group”) are the provision of
corporate and personal banking services, conducting treasury business, the provision of asset management,
trustee, finance lease and other financial services. The Group mainly operates in Mainland China and also has
several overseas branches and subsidiaries.

The Bank is under the supervision of the banking regulatory bodies empowered by the State Council of the
PRC (the “State Council”). The overseas financial operations of the Bank are under the supervision of their
respective local jurisdictions. Central Huijin Investments Limited (“Huijin”), a wholly owned subsidiary of
China Investment Corporation (“CIC”), exercises the rights and obligations as an investor on behalf of the PRC
Government.

2 BASIS OF PREPARATION
(1) Compliance with International Financial Reporting Standards (“IFRSs”)

The interim financial statements have been prepared in accordance with International Accounting Standard
(“IAS”) 34 “Interim Financial Reporting” and with all applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong Limited.

The unaudited interim financial statements contain selected explanatory notes, which provide explanations
of events and transactions that are significant to the understanding of the changes in financial position and
performance of the Group since the financial statements for the year ended 31 December 2009. The selected
notes do not include all of the information and disclosures required for a full set of financial statements prepared
in accordance with IFRSs, and should be read in conjunction with the Group’s annual financial statements for the
year ended 31 December 2009.
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(2) Use of estimates and assumptions

The preparation of the interim financial statements requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and
expenses. Actual results in the future may differ from those reported as a result of the use of estimates and
assumptions about future conditions.

(3) Consolidation

The interim financial statements comprise the Bank and its subsidiaries and the Group’s interests in
associates and jointly controlled entities.

The results and affairs of subsidiaries are included in the consolidated financial statements from the date that
control commences until the date that control ceases. Necessary adjustments on the accounting period and
accounting policies of subsidiaries are made to comply with those of the Bank. Intragroup balances and
transactions, and any profits or losses arising from intragroup transactions are eliminated in full in preparing the
consolidated financial statements.

The Group’s interest in associates or jointly controlled entities is included from the date that significant
influence or joint control commences until the date that significant influence or joint control ceases. Profits and
losses resulting from transactions between the Group and its associates or jointly controlled entities are
eliminated to the extent of the Group’s interest in the associates or jointly controlled entities.

(4) Significant accounting policies

The Group has adopted new IFRSs effective for the current period. There is no early adoption of any new
IFRSs not yet effective for the six months ended 30 June 2010. The following new IFRSs adopted are relevant to
the interim financial statements:

IFRS 3 (revised 2008), Business Combinations, includes the following main changes: (i) transaction costs
incurred by the acquirer in connection with the business combination do not form part of the business
combination transaction, and are expensed as incurred; (ii) the acquirer can elect to measure any non-controlling
interest at fair value at the acquisition date, or at its proportionate interest in the fair value of the identifiable
assets and liabilities of the acquiree.

IAS 27 (revised 2008), Consolidated and Separate Financial Statements, mainly changes the accounting for
non-controlling interests (previously minority interests). Significant changes include: (i) changes in a parent’s
ownership interest in a subsidiary that do not result in a loss of control are accounted for within shareholders’
equity as transactions with owners acting in their capacity as owners; (ii) transactions resulting in a loss of
control would cause a gain or loss to be recognised in profit or loss; and (iii) losses applicable to the
non-controlling interests, including other negative comprehensive income, are allocated to non-controlling
interests even if doing so causes the non-controlling interests to have a negative balance.

The accounting policies adopted by the Group for the interim financial statements are consistent with those

applied in the preparation of the Group’s annual financial statements for the year ended 31 December 2009. The
aforesaid amendments of IFRSs have no material impact on the accounting policies of the Group.
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(5) Interim financial statements and statutory accounts

The interim financial statements have been reviewed by the Audit Committee of the Bank, and were
approved by the board of directors of the Bank on 20 August 2010. The interim financial statements have also
been reviewed by the Bank’s auditors, KPMG, in accordance with Hong Kong Standards on Review
Engagements 2410 “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public Accountants.

The financial information relating to the financial year ended 31 December 2009 that is included in the
interim financial statements as previously reported information does not constitute the Group’s statutory financial
statements for that financial year but is derived from those financial statements. The auditor has expressed an
unqualified opinions on those financial statements in the report dated 26 March 2010.

3 NET INTEREST INCOME

Six months ended 30 June

w 2010 2009
Interest income arising from:
Deposits with central banks . ........ ... .. .. .. 10,820 8,961
Deposits with banks and non-bank financial institutions . ................. 670 185
Placements with banks and non-bank financial institutions . ............... 164 168
Financial assets at fair value through profitorloss ...................... 290 749
Financial assets held under resale agreements . ......................... 3,551 3,337
Investment SECUTILIES . ... ..ottt e e 2) 37,929 34,534
Loans and advances to CUSTIOMELS . . . o oo oo e e 126,226 120,501
—Corporate loans and advances ................... ... 94,390 95,047
—Personal loans and advances .............. ... ... 28,692 22,769
—Discounted bills . .. ..., 3,144 2,685
Total . 179,650 168,435
Interest expense arising from:
Deposits from banks and non-bank financial institutions ................. (6,707) (5,764)
Placements from banks and non-bank financial institutions ............... (342) (193)
Financial liabilities at fair value through profitorloss ................... — (25)
Financial assets sold under repurchase agreements ...................... (137) (8)
Debt securities iSSued . . . ...ttt (1,742) (1,675)
Deposits from CUStOMErS . ... ..ottt e (52,923) (58,302)
—Corporate deposits . ... ... ..t (24,996) (25,833)
—Personal deposits ......... .. (27,927) (32,469)
Total . (61,851) (65,967)
Net INterest INCOME . . . . oottt ettt e e et ettt 117,799 102,468

(1) Interest income from impaired financial assets is listed as follows:

Six months ended

30 June
2010 2009
Impaired loans and advances ... ... ... ... ...t 392 708
Other impaired financial assets . .. ... .. ... i 304 523
Total 696 1,231
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(2) Investment securities refer to those debt securities classified as held-to-maturity investments, available-for-sale financial assets and
receivables. These debt securities are mainly unlisted.
(3) Interest expense of financial liabilities with maturity over five years mainly represents those of debt securities issued.

4 NET FEE AND COMMISSION INCOME

Six months ended
30 June

2010 2009

Fee and commission income

Consultancy and advisory fees ... ... ... e 7,192 6,262
AZENCY SEIVICE f0OS . . . vttt 6,257 4,359
Bank card fees . .. ..o 5,524 4,280
Commission on trust and fiduciary activity . ...........c.oiuinin i 5,205 3,257
Settlement and clearing fees . ......... ... e 4,924 2931
GUArANLEE £ECS . . ottt et 985 823
Credit commitment f8ES . .. .. ... i 850 650
O RIS . o e 3,737 1,829
Total .. 34,674 24,391
Fee and commission expense

Bank card transaction fe€S . . . . . ... (592) (557)
Interbank transaction fEes . ... ... .. (163) (157)
O ReIS . et 277)  (255)
TOtal .. (1,032)  (969)
Net fee and cOMMISSION INCOME . . . . vttt ittt e et e et e e et et e e 33,642 23,422

5 NET TRADING GAIN

Six months ended

30 June
2010 2009
Dbt SECUTTLIES . . o o vttt ettt e e e e e e e e e e e 142 94)
DerIVALIVES . o v ottt ettt e e e 393 431
Equity INSIUMENLS . . . . .ottt et et et e e e e e e e e e 4 808
(11515 4P ﬁ 148
Total .« o 894 1,293

For the six months ended 30 June 2010, trading gain related to financial assets designated as at fair value
through profit or loss of the Group amounted to RMB143 million (for the six months ended 30 June 2009:
RMBG687 million). Trading losses related to financial liabilities designated as at fair value through profit or loss
of the Group amounted to RMB474 million (for the six months ended 30 June 2009: trading gain, RMB25
million).
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6 DIVIDEND INCOME

Six months ended 30 June

2010 2009
Dividend income from listed trading equity instruments .......................... 19 3
Dividend income from available-for-sale equity instruments
—LAStEd .o 8 11
—Unlisted . ..o 43 40
Total .o 75 54

7 NET GAIN ARISING FROM INVESTMENT SECURITIES

Six months ended 30 June

2010 2009
Net gain on sale of available-for-sale financial assets . .. ............. .. .. ... .. .... 440 1,854
Net gain on sale of held-to-maturity investments . ................ .. .. ..c..o.... 15 1,604
Total . .o @ 3,458

8 OTHER OPERATING INCOME, NET

Six months ended 30 June

2010 2009
Net foreign exchange gain/(10SS) . .. ... v it e 40 (38)
Net gain on disposal of fixed assets . . . ......u it e 32 44
Net gain on disposal of repossessed assets ... ...ttt 29 180
Others . . .o 759 584
TOtal . o 8_60 710
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9 OPERATING EXPENSES

Staff costs

—Salaries, bonuses, allowances and subsidies ....................
—Defined contribution retirement schemes ......................
—Other social insurance and welfare . ..........................
—Housing funds .......... ...

—Union running costs and employee education costs

—Compensation to employees for termination of employment relationship

Premises and equipment expenses

—Depreciation charges . ..........c.c. i
—Rent and property management €Xpenses . .....................
—Maintenance . . . ...
—ULIEES . oottt
—Others . . .o

AmOTtISAION EXPEINSES .« o v vt vttt ettt e e
Business tax and surcharges ............. ...
Auditfees . . ...

10 IMPAIRMENT LOSSES

Loans and advances to CUSTOMETS . .. ... vttt eit i ee e
—AddItONS . ...
—ReIASES . . .

Available-for-sale debt securities . .................iitiiiiirean.n.

Available-for-sale equity instruments . ...............c..vuininiian.n..

Held-to-maturity investments . ...............outirineninennenenan.

Debt securities classified as receivables .............................

OthersS .
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Six months ended 30 June

2010 2009
18,046 15,587
2,634 2,340
2,049 1,833
1,566 1,353
660 512
11 8
24,966 21,633
4,810 4,390
2,155 1,954
583 508
699 633
397 363
8,644 7,848
962 937
8,826 8,036
76 68
8,243 7,663
51,717 46,185

Six months ended
30 June

2010

2009

10,274

16,445

(6,171)
1,825




APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

11 INCOME TAX EXPENSE
(1) Income tax expense

Six months ended

30 June
2010 2009

CUITENT TAX o ottt e e e e e e e e e e e e e e 20,420 17,153

—Mainland China . . .. ... 20,225 16,957

—Hong Kong . ... 152 175

—Other countries and TEZIONS . . . . v vttt e et 43 21
Adjustments fOr Prior YEArS . . . . ..ottt 174 3,224
Deferred tax . ... .. 821 (3,749)
Total .o 21,415 16,628

The provisions of income taxes for Mainland China and Hong Kong are calculated at 25% and 16.5% of the
estimated taxable income from Mainland and Hong Kong operations for the period respectively. Taxation for
other overseas operations is charged at the appropriate current rates of taxation ruling in the relevant tax
jurisdictions.

(2) Reconciliation between income tax expense and accounting profit

Six months ended

30 June

2000 2009

Profit before tax . ... ... . 92,194 72,469
Income tax calculated at Statutory tax rate ... ..........c.ouvuntner et 23,049 18,117
Non-deductible EXPENSES . . .« . o\ttt e et 389 159
— St Al COSt . . 45 —
—Impairment and bad debt written-off .......... .. ... ... .. — 55

— OIS .. 344 104
Non-taxable INCOME . . ... ... e e (2,197) (1,766)
—Interest income from PRC governmentbonds ............ .. ... .. ... ... .. ..... (2,146) (1,725)
O NeIS . 51 41)
Total ..o 21,241 16,510
Adjustments on income tax for prior years which affect profitorloss .................. ... 174 118
INCOME tAX EXPEISE . . o vttt ettt e et e e e e e e e e e 21,415 16,628

12 EARNINGS PER SHARE (“EPS”)

Basic EPS for the six months ended 30 June 2010 and 2009 have been computed by dividing the net profit
attributable to equity shareholders of the Bank by the weighted average number of ordinary shares that were in
issue during the periods. There was no difference between basic and diluted EPS as there were no potentially
dilutive shares outstanding during the six months ended 30 June 2010 and 2009.

Six months ended

30 June
2010 2009
Net profit attributable to equity shareholders of the Bank ............................ 70,741 55,806
Weighted average number of shares (in million shares) ............. ... .. ... ... .... 233,689 233,689
Basic and diluted EPS attributable to equity shareholders of the Bank (RMB) ............ 0.30 0.24
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13 CASH AND DEPOSITS WITH CENTRAL BANKS

Deposits with central banks
—Statutory deposit reserves
—Surplus deposit reserves
—Fiscal deposits

Group Bank

30 June 31 December 30 June 31 December

Note 2010 2009 2010 2009
39,623 40,396 39,414 40,198
(1) 1,355,663 1,144,675 1,355,395 1,144,470
2) 191,154 265,453 188,197 262,578
12,366 8,124 12,366 8,124
1,559,183 1,418,252 1,555,958 1,415,172
1,598,806 1,458,648 1,595,372 1,455,370

(1) The Group places statutory deposit reserves with the People’s Bank of China (“PBOC”) and overseas central banks where it has
operations. The statutory deposit reserves are not available for use in the Group’s daily business.

As at the end of reporting period, the statutory deposit reserve rates applicable to domestic branches of the Bank were as follows:

Reserve rate for RMB deposits
Reserve rate for foreign currency deposits

30 June 2010 31 December 2009
..................... 17.0% 15.5%
..................... 5.0% 5.0%

The statutory RMB deposit reserve rates applicable to domestic subsidiaries of the Group are determined by PBOC.
The amounts of statutory deposit reserves placed with the central banks of overseas countries are determined by local jurisdictions.
(2) The surplus deposit reserves maintained with central banks are mainly for the purpose of clearing.

14 DEPOSITS WITH BANKS AND NON-BANK FINANCIAL INSTITUTIONS

(1) Analysed by type of counterparties

Banks
Non-bank financial institutions

Gross balances
Allowances for impairment losses (Note 32)

Netbalances . . ...

(2) Analysed by geographic sectors

Mainland China

Gross balances
Allowances for impairment losses (Note 32)

Netbalances . .. ...,

OVEISCAS v v vttt et e

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
......... 68,212 89,955 69,599 89,571
......... 10,147 11,226 9,951 11,126
......... 78,359 101,181 79,550 100,697
......... (1) (18) (11) (18)
......... 78,348 101,163 79,539 100,679
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
......... 68,770 85,743 71,023 86,125
......... 9,589 15,438 8,527 14,572
......... 78,359 101,181 79,550 100,697
......... an (18) an (18)
......... 78,348 101,163 79,539 100,679
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15 PLACEMENTS WITH BANKS AND NON-BANK FINANCIAL INSTITUTIONS
(1) Analysed by type of counterparties

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Banks ... ... 13,385 21,160 16,035 21,161
Non-bank financial institutions . ....................ouue.... 1,505 1,188 3,652 2,113
Gross balancCes . .. ...t 14,890 22,348 19,687 23,274
Allowances for impairment losses (Note 32) .................. (89) (131) (89) (131)
Netbalances . .. ...t e 14,801 22,217 19,598 23,143
(2) Analysed by geographic sectors
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Mainland China .. ....... ... 6,362 8,113 6,265 8,113
OVEISEAS . & v v vt et e et e e e e e e e 8,528 14,235 13,422 15,161
Gross balances . . ... 14,890 22,348 19,687 23,274
Allowances for impairment losses (Note 32) .................. (89) (131) (89) (131)
Netbalances . .. ... e 14,801 22,217 19,598 23,143

16 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Group Bank
30 June 31 December 30 June 31 December
m 2010 2009 2010 2009
Held for trading purpose . ............c.oviiiniaa... (1)
—Debt securities .. ........ ..o i 28,411 10,606 28,408 10,251
—Equity instruments . ........ .. .. o oL 1,136 867 — —
29,547 11,473 28,408 10,251
Designated at fair value through profitorloss ............ 2)
—Debt SECUrtIeS . . . v v oottt e 4,435 3911 — —
—Equity instruments . ............ ... ... 6,023 3,487 — —
10,458 7,398 — —
Total ... . 40,005 18,871 28,408 10,251

There were no significant restrictions on the ability of the Group and the Bank to dispose of financial assets
at fair value through profit or loss.
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(1) Held for trading purpose

(a) Debt securities

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
GOVEINIMENTS .« . et e e e e e e 1,173 622 1,173 622
Central banks . ....... ... . . 13,004 3,781 13,004 3,781
Policybanks . ..... ... . 2,856 1,762 2,855 1,761
Banks and non-bank financial institutions ................. 8,117 3,910 8,115 3,556
Others . .. 3,261 531 3,261 531
Total . ... 28,411 10,606 28,408 10,251
Listed .. ..o 89 93 89 93
—listedinHong Kong . ....... ... ... ... ... .. .. ... — — — —
Unlisted . ... 28,322 10,513 28,319 10,158
Total . ... 28,411 10,606 28,408 10,251
(b) Equity instruments
Group
30 June 31 December
2010 2009
Banks and non-bank financial inStitutions . ........... ... ... .. 185 —
OthETS . . 951 @
Total ..o e 1,136 @
LaSted .o 887 867
—listed in Hong Kong . ... ... . 873 853
Unlisted . ... e 249 —
Total .o e 1,136 @
(2) Designated at fair value through profit or loss
(a) Debt securities
Group
30 June 31 December
2010 2009
Policy banks ... ... .. 292 281
Banks and non-bank financial inStitutions . ........... ...t T74 749
OUhETS . .ttt 3,369 2,881
Total .. e 4,435 3,911
LaSted .o e 555 559
—listed in Hong Kong . ... ... . 428 436
Unlisted . ... e 3,880 3,352
Total .. 4,435 3,911
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(b) Equity instruments

Group
30 June 31 December
2010 2009
Banks and non-bank financial inStitutions . ............... ottt 11 6
OtheTS . . e 6,012 3,481
Total ..o e 6,023 3,487
LaSted . oo 1,380 978
—listed in Hong Kong . ... 1,380 944
Unlisted . . ..o e 4,643 2,509
Total ..o e 6,023 3,487
17 DERIVATIVES
(1) Analysed by type of contract
Group
As at 30 June 2010 As at 31 December 2009
Notional Notional
amounts Assets Liabilities amounts Assets Liabilities
Interest rate contracts ......................... 182,363 3,771 4,016 173,170 3,826 4,015
Exchange rate contracts ....................... 656,772 6,197 5,429 510,831 4,614 4,531
Precious metal contracts ...................... 2,030 12 — 1,244 38 —
Equity instrument contracts . ................... 2,396 724 17 1,540 978 29
Total ... 843,561 10,704 9,462 686,785 9,456 8,575
Bank
As at 30 June 2010 As at 31 December 2009
Notional Notional
amounts  Assets Liabilities amounts Assets Liabilities
Interest rate contracts . .......... ... .. 176,215 3,756 3,955 170,398 3,815 3,997
Exchange rate contracts ........................ 555,408 5,493 4,806 424,815 3,870 3,897
Precious metal contracts ....................... 2,030 12 — 1,244 38 —
Equity instrument contracts . .................... 34 5 — 34 7 —

....................................... 733,687 9,266 8,761 596,491 7,730 7,894

(2) Analysed by credit risk-weighted amount

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Interest rate CONtracts . . ..........ouirti i, 3,764 4,030 3,755 4,015
Exchange rate contracts . ... ...........ouuiunininenannen... 8,803 6,277 7,910 5,430
Precious metal contracts . .............. .t 19 31 19 31
Equity instrument Contracts . .. ...........c.c.vuienenennen... 729 736 5 7

.................................................. 13,315 11,074 11,689 9,483
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The notional amounts of derivatives only represent the unsettled transaction volume as at the end of
reporting period. They do not represent the amounts at risk. The credit risk-weighted amount was computed
under the rules set out by the CBRC and depended on the status of the counterparty and the maturity
characteristics, it included customer driven transactions, which were hedged back to back.

18 FINANCIAL ASSETS HELD UNDER RESALE AGREEMENTS

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Securities
—Governmentbonds . ......... .. 174,008 474,557 174,008 474,557
—PBOCHDIlls . ... 9,411 3,502 9,411 3,502
—Debt securities issued by banks and non-bank financial
INSHITUEIONS .« . v vt it ettt e i e 11,327 15,030 11,327 15,030
—Other SeCUritieS . ... ...t iii e — 315 — 315
194,746 493,404 194,746 493,404
Discounted bills . ... ..o 56,633 86,185 56,633 86,185
L0ans ... 5,970 10,017 5,970 9,117
Gross balances . . ... 257,349 589,606 257,349 588,706
Allowances for impairment 1osses . .. ...................... — — — —
Netbalances . .. ... e 257,349 589,606 257,349 588,706
19 INTEREST RECEIVABLE
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Deposits with central banks . ........ .. ... ... o oL 567 555 567 555
Deposits with banks and non-bank financial institutions ......... 418 112 415 112
Placements with banks and non-bank financial institutions ....... 24 26 19 26
Financial assets held under resale agreements ................. 701 1,833 701 1,833
Loans and advances to CUSTOMETS . .. ... vt vttt 10,312 8,423 10,171 8,315
Debt SECUItIES . . .ottt e 30,367 29,346 30,264 29,228
OtherS . . o 89 51 75 61
Gross balances . . ... 42,478 40,346 42,212 40,130
Allowances for impairment losses (Note 32) .................. (1) (1) (1) (1)
Netbalances . .. ...t 42,477 40,345 42,211 40,129
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20 LOANS AND ADVANCES TO CUSTOMERS
(1) Analysed by nature

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Corporate loans and advances
—Loans . ... .. 3,866,232 3,471,337 3,823,202 3,436,206
—Financeleases .............. ... 17,512 8,254 — —
3,883,744 3,479,591 3,823,202 3,436,206
Personal loans and advances
—Residential mortgages . .............. ... 1,018,263 869,075 1,000,457 851,397
—Personal consumerloans ....................... 78,258 80,377 76,378 78,645
—Creditcards ............0. it 42,593 39,547 38,999 36,401
—Others . ... 131,282 122,436 129,790 120,739
1,270,396 1,111,435 1,245,624 1,087,182
Discounted bills .......... ... ... i 195,242 228,747 195,242 228,747
Grossbalances .............. i 5,349,382 4,819,773 5,264,068 4,752,135
Allowances for impairment losses (Note 32)
—Individual assessment ......................... (42,045) (46,360) (41,993) (46,308)
—Collective assesSMeNt . ...........c..euuuueennn. (91,364) (80,466) (90,679) (79,803)
(133,409) (126,826) (132,672) (126,111)
Netbalances .. ...t 5,215,973 4,692,947 5,131,396 4,626,024
(2) Analysed by assessment method of allowances for impairment losses
Group
As at 30 June 2010
Impaired loans and advances
Collective Collective Individual
assessment assessment assessment
note (a) note (a) note(a)&(b)  Subtotal Total
Grossbalances .............. ..., 5,284,214 7,408 57,760 65,168 5,349,382
Allowances for impairment losses . ............... (86,801) (4,563) (42,045) (46,608) (133,409)
Netbalances ..............iiiiiinnan... 5,197,413 2,845 15,715 18,560 5,215,973
The proportion of impaired loans and advances to
gross balances of loans and advances ........... 1.22%
As at 31 December 2009
Impaired loans and advances
Collective Collective Individual
assessment  assessment  assessment
note (a) note (a) note(a)&(b)  Subtotal Total
Grossbalances .............. i 4,747,617 7,362 64,794 72,156 4,819,773
Allowances for impairment losses .. .............. (75,628) (4,838) (46,360) (51,198) (126,826)
Netbalances . ......... ...t . 4,671,989 2,524 18,434 20,958 4,692,947

The proportion of impaired loans and advances to
gross balances of loans and advances
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Bank
As at 30 June 2010
Impaired loans and advances
Collective Collective Individual
assessment assessment assessment
note (a) note (a) note(a)&(b)  Subtotal Total
Grossbalances ..............cotiiiiiiiian... 5,199,117 7,266 57,685 64,951 5,264,068
Allowances for impairment losses .. .............. (86,131) (4,548) (41,993) (46,541) (132,672)
Netbalances . .........coiuiiiininnna.. 5,112,986 2,718 15,692 18,410 5,131,396
The proportion of impaired loans and advances to
gross balances of loans and advances ........... 1.23%
As at 31 December 2009

Impaired loans and advances

Collective Collective Individual
assessment  assessment  assessment

note (a) note (a) note(a)&(b)  Subtotal Total
Grossbalances . ............ i 4,680,210 7,208 64,717 71,925 4,752,135
Allowances for impairment losses .. .............. (74971) (4,832) (46,308) (51,140) (126,111)
Netbalances . ..........c.iuiiiiiin .. 4,605,239 2,376 18,409 20,785 4,626,024
The proportion of impaired loans and advances to
gross balances of loans and advances ........... 1.51%

(a) Loans and advances assessed on a collective basis for impairment bear relatively insignificant impairment losses as a proportion of the
total portfolio. These loans and advances are those graded normal or special mention.
Impaired loans and advances include loans for which objective evidence of impairment exists and assessed:
e individually (including corporate loans and advances which are graded substandard, doubtful or loss); or
e collectively; these are portfolios of homogeneous loans (including personal loans and advances which are graded substandard,

doubtful or loss).

The definitions of the aforesaid loan classifications are set out in Note 57(1).

(b) Within impaired loans and advances which are subject to individual assessment, the portion covered or not covered by collateral and the
fair value of those collateral held are shown as follows:

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Portion COVEred . .. ...t 8,526 11,613 8,519 11,598
Portion not covered . ...... ... ... 49,234 53,181 49,166 53,119
TOtal .« 57,760 64,794 57,685 64,717
The fair value of collateral held against loans and advances ..................... 8,841 12,461 8,832 12,440

The above collateral includes land use rights, buildings and equipment, etc. The fair value of collateral was estimated by the Group with
reference to the latest available external valuations adjusted after taking into account the current realisation experience as well as the market
situation.
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(3) Movements of allowances for impairment losses

Group
Six months ended 30 June 2010
Impaired loans and advances
Collective  Collective  Individual
assessment assessment assessment Subtotal Total
AsatlJanuary ........... . 75,628 4,838 46,360 51,198 126,826
Charge for the period ............ ... ... .. .. ..... 11,173 70 4,181 4,251 15,424
Reversal for the period ......... ... ... ... .. .. ... — 1) (5,214)  (5,305) (5,305)
Unwinding of discount .................. ... ..... — — (392) (392) (392)
Transfersout .............. . i — (10) (150) (160) (160)
Write-offs . ... — (274) (3,232)  (3,506) (3,506)
Recoveries . ... ... — 30 492 522 522
Asat30June ....... ... ... ... 86,801 4,563 42,045 46,608 133,409
2009
Impaired loans and advances
Collective  Collective  Individual
assessment assessment assessment Subtotal Total
AsatlJanuary ......... ... 54,122 5,698 50,548 56,246 110,368
Chargefortheyear .......... ... ... ... ... ..... 21,094 25 19,296 19,321 40,415
Reversal fortheyear ......... ... ... ... ... .. .... — (134) (16,025) (16,159) (16,159)
Unwinding of discount .................. ... ..... — — (1,270)  (1,270) (1,270)
Addition through acquisition . . ..................... 412 4 — 4 416
Transfersout .............. . i — (77) (360) 437) 437)
Write-offs . ... — (724) (6,121)  (6,845) (6,845)
Recoveries . ... — 46 292 338 338
Asat31 December ............. ... ... ... ... . ... 75,628 4,838 46,360 51,198 126,826
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Bank

AsatlJanuary ......... ...
Charge for the period ............ ... ... ......
Reversal for the period ........................
Unwinding of discount ........................
Transfersout ........ ...
Write-offs .. ...
Recoveries .........c. i

Asat30June ........... ...

AsatlJanuary ......... ... i
Chargefortheyear .............. ... ... ......
Reversal fortheyear ........... ... ... ... ....
Unwinding of discount ........................
Transfersout .......... ...,
Write-offs .. ...
Recoveries .........c. i

Asat31 December .............. ... ... ... ....

Six months ended 30 June 2010

Impaired loans and advances

Collective  Collective  Individual
assessment assessment assessment  Subtotal Total
74,971 4,832 46,308 51,140 126,111
11,160 — 4,179 4,179 15,339
— 91) (5,213)  (5,304) (5,304)
— — (392) (392) (392)
— (6) (149) (155) (155)
— (206) (3,232) (3.438) (3,438)
— 19 492 511 511
86,131 4,548 41,993 46,541 132,672
2009
Impaired loans and advances
Collective  Collective  Individual
assessment assessment assessment  Subtotal Total
54,026 5,698 50,478 56,176 110,202
20,945 — 19,272 19,272 40,217
— (134) (16,019) (16,153) (16,153)
— — (1270)  (1,270)  (1,270)
— (78) (383) (461) (461)
— (693) (6,061)  (6,754) (6,754)
— 39 291 330 330
74,971 4,832 46,308 51,140 126,111

Transfers out mainly refer to the transfer to repossessed assets and on the disposal of non-performing loans.

(4) Overdue loans analysed by overdue period

Group

Unsecured loans .............................
Guaranteed loans ............. .. .. .. ... ......
Loans secured by tangible assets other than monetary

ASSCLS . .o
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As at 30 June 2010
Overdue Overdue
Overdue between between
lessthan 3 months 1 year and Overdue
3 months and 1 year 3 years over 3 years Total
1,921 530 1,568 1,164 5,183
1,206 2,130 7,317 4,868 15,521
17,457 5,334 13,418 8,162 44371
334 1,124 2,371 1,000 4,829
20,918 9,118 24,674 15,194 69,904
0.39% 0.18% 0.46% 0.28% 1.31%
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Unsecuredloans ............... ...
Guaranteed loans ............ ... . . ...

Loans secured by tangible assets other than monetary

ASSELS L i e e

Bank

Unsecuredloans .................. ...
Guaranteed loans ............... ... .. ... . ...

Loans secured by tangible assets other than monetary

ASSELS .« .

Unsecured loans . ........... ... . ... ..
Guaranteed loans . ............ ... ... ... . . ...

Loans secured by tangible assets other than monetary

ASSELS L o e e

21 AVAILABLE-FOR-SALE FINANCIAL ASSETS

Debt securities . .. ..ot

Equity instruments

Funds ... ...

As at 31 December 2009
Overdue  Overdue
Overdue between between
less than 3 months 1yearand Overdue
3 months and 1year 3years over3years Total
440 1,332 1,298 1,304 4,374
e 1,794 4,247 6,113 5,761 17,915
15,888 10,496 11,978 8,508 46,870
443 1,221 2,321 1,117 5,102
18,565 17,296 21,710 16,690 74,261
0.39% 0.35% 0.45% 035% 1.54%
As at 30 June 2010
Overdue Overdue
Overdue between between
lessthan 3 months 1 year and Overdue
3 months and 1 year 3 years over 3 years Total
1,841 519 1,516 1,163 5,039
1,202 2,130 7,317 4,868 15,517
17,351 5,334 13,418 8,162 44,265
334 1,124 2,371 1,000 4,829
20,728 9,107 24,622 15,193 69,650
0.39% 0.17% 0.47% 0.29% 1.32%
As at 31 December 2009
Overdue Overdue
Overdue between between
lessthan 3 months 1 year and Overdue
3 months and 1 year 3 years over 3 years Total
325 1,270 1,291 1,303 4,189
1,792 4,247 6,113 5,761 17,913
15,793 10,495 11,976 8,508 46,772
443 1,221 2,321 1,117 5,102
18,353 17,233 21,701 16,689 73,976
0.39% 0.36% 0.46% 0.35% 1.56%
Group Bank
30 June 31 December 30 June 31 December
Note 2010 2009 2010 2009
(1) 707,635 626,763 706,712 627,598
(2) 18,843 24,402 16,400 22,381
) 331 315 — —
726,809 651,480 723,112 649,979
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(1) Debt securities

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009

GOVEINIMENLS . . et e et e e e e e e 69,651 92,616 69,651 92,616
Central banks . ........ ... . .. 357,451 269,431 356,062 269,133
Policybanks . ...... .. 21,507 22,495 21,507 22,495
Banks and non-bank financial institutions .................. 97,787 100,075 98,708 101,440
Public sector entities . ... .......c.iiii i 1,496 1,937 1,496 1,937
Others . ..o 159,743 140,209 159,288 139,977
Total . ... 707,635 626,763 706,712 627,598
Listed ... o 22,379 26,564 22,058 25,664

—listedinHong Kong .. ....... ... ... ... ... ... ... 2,663 3,705 2,603 2,839
Unlisted .. ... 685,256 600,199 684,654 601,934
Total ... 707,635 626,763 706,712 627,598

(2) Equity instruments and funds
Group Bank
30 June 31 December 30 June 31 December
w 2010 2009 2010 2009

Debt equity swap (“DES”) investments ............... (a), (b) 15,095 20,734 15,095 20,734
Other equity instruments . . ................coouoo... 3,748 3,668 1,305 1,647
Funds ... ... 331 315 — —
Total ... . 19,174 24,717 16,400 22,381
Listed . ... 13,142 19,021 12,596 18,390

—listedinHong Kong ........................ 956 1,283 733 984
Unlisted . ... 6,032 5,696 3,804 3,991
Total ... . 19,174 24,717 16,400 22,381

(a) Pursuant to the DES arrangement by the PRC government in 1999, the Group obtained equity interests of certain entities in lieu of
repayments of loans granted to them. According to relevant requirements, the Group is prohibited from being involved in management of
the operations of these entities. In substance, the Group does not have any control or significant influence over these entities.

(b) Certain listed DES investments are measured at fair value. This kind of DES investments mainly includes listed shares without any
restrictions on disposal, and their fair value are determined based on the quoted market prices as at the end of reporting period. For one
DES investment with restrictions on disposal, its fair value, based on the quoted market price of the corresponding listed shares and
adjusted by reference to historical volatility of the respective shares and the restriction, is estimated by using the Asian Option Model.
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22 HELD-TO-MATURITY INVESTMENTS

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
GOVEIMIMENLS . . e e e e ettt 519,429 467,499 518,841 467,399
Central banks . ...... ... ... ... 661,756 508,396 661,756 508,088
Policybanks . ....... ... 121,501 114,193 121,501 114,193
Banks and non-bank financial institutions ............... 346,421 314,115 346,421 314,115
Public sector entities . ........... ..., 678 1,363 678 1,363
Others . ... e 9,391 9,393 9,391 9,393
GrossbalancCes ... ........uui i 1,659,176 1,414,959 1,658,588 1,414,551
Allowances for impairment losses (Note 32) ............. (5,221) (6,086) (5,221) (6,086)
Netbalances . . ...t 1,653,955 1,408,873 1,653,367 1,408,465
Listed . ..o 5,740 5,740 5,283 5,432
—listedinHong Kong . ........ ... .. ... .. .... 457 308 — —
Unlisted .. ... 1,648,215 1,403,133 1,648,084 1,403,033
Total . ... 1,653,955 1,408,873 1,653,367 1,408,465
Market value of listed securities ....................... 6,375 6,439 5,918 6,131

23 DEBT SECURITIES CLASSIFIED AS RECEIVABLES

The Group’s and the Bank’s debt securities classified as receivables are all unlisted and issued by the
following issuers in Mainland China:

30 June 31 December

Note 2010 2009

Government

—Special governmentbond . ....... ... .. (1), (3) 49,200 49,200

—OtheTS .. e 530 530
The PBOC . ... e 2), (3) 106,558 143,386
Policy banks . ... .. 1,123 1,123
China Cinda Asset Management Co., Ltd . ............ ... ... ... ...... @) 247,000 247,000
Banks and non-bank financial institutions . .............. ... ... 52,013 57,063
OthETS . .t 1,370 1,369
Gross balancCes . . . ... e 457,794 499,671
Allowances for impairment losses (Note 32) . .................couuion... (87) (96)
Netbalances . . ... 457,707 499,575

(1) This represents a non-negotiable bond with a nominal value of RMB49,200 million issued by the Ministry of Finance (“MOF”) in 1998
to strengthen the capital base of CCB. The bond matures in 2028 and bears a fixed interest rate of 2.25% per annum.

(2) Debt securities issued by the PBOC mainly refer to PBOC bills issued specifically to the Bank.

(3) The PBOC approved the Bank’s use of the special government bond and the bills with nominal values of RMB593 million issued by the
PBOC as eligible assets equivalent to the surplus deposit reserve at PBOC for clearing purpose.

(4) China Cinda Assets Management Co., Ltd. (formerly known as China Cinda Asset Management Corporation) (“Cinda”) issued a bond
(“Cinda Bond”) with a nominal value of RMB247 billion specifically to CCB in 1999 for the acquisition of CCB’s impaired loans and
advances at their original book value. Cinda Bond has a maturity of 10 years, with a fixed coupon rate of 2.25%. In September 2009,
MOF issued a notice that Cinda Bond would be extended for ten years upon its expiration and the interest rate would remain unchanged.
In August 2010, the Bank received a notice from MOF that MOF and Cinda have established a jointly managed fund to secure the
payment of the principal of Cinda Bond. MOF continues to provide support for the repayment of the interest of Cinda Bond.
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24 INVESTMENTS IN SUBSIDIARIES

(1) Investment cost

Sing Jian Development Company Limited (“SJDCL”) . . .
Sino-German Bausparkasse Corporation Limited (“Sino-German™)
CCB Principal Asset Management Corporation Limited (“CCB Principal”)

CCB International Group Holdings Limited (“CCBIG”)

CCB Financial Leasing Corporation Limited (“CCBFLCL”)
Jianxin Hunan Taojiang Rural Bank Corporation Limited (“Taojiang Rural’)
China Construction Bank (London) Limited (“CCB London”)
Jianxin Zhejiang Cangnan Rural Bank Corporation Limited (“Cangnan Rural”)

Jianxin Trust Corporation Limited (“Jianxin Trust)

Jianxin Zhejiang Qingtian Oversea-Chinese Rural Bank Corporation Limited (“Qingtian Rural”) . .............

Jianxin Zhejiang Wuyi Rural Bank Corporation Limited (“Wuyi Rural”)
Jianxin Anhui Fanchang Rural Bank Corporation Limited (“Fanchang Rural”)
Jianxin Shaanxi Ansai Rural Bank Corporation Limited (“Ansai Rural”)

30 June 31 December

2010 2009
383 383
751 751
130 130
3,380 3,380
26 26
684 684
53 53
3,409 3,409

51

51

51

16
8,985 8,816

(2) The Group’s subsidiaries are mainly unlisted, corporate information of which is as follows:

% of equity interests % of voting

Place of Particulars of the issued
Name of company incorporation and paid up capital  Principal activities direct indirect rights
SIDCL ......... ... ... ... Hong Kong, the PRC 300 million shares of Investment 100% — 100%
HKDI each
Sino-German ............... Tianjin, the PRC RMB1,000 million Home mortgage 75.1% — 75.1%
loan and deposit
taking
CCB Principal .............. Beijing, the PRC RMB200 million Fund management 65% — 65%
CCBIG .................... Hong Kong, the PRC 1 share of HKD1 each Investment 100% — 100%
CCBFLCL ................. Beijing, the PRC 4,500 million shares of ~ Financial leasing ~ 75.1% — 75.1%
RMBI each
Taojiang Rural .............. Hunan, the PRC 50 million shares of ~ Loan and deposit 51% — 51%
RMBI each taking
CCBLondon ............... London, United 100 million shares of Commercial 100% — 100%
Kingdom USDI1 each banking and related
financial services
CangnanRural .............. Zhejiang, the PRC 150 million shares of ~ Loan and deposit 35% — 51%
RMBI each taking
Jianxin Trust ............... Anhui, the PRC RMB1,527 million Trust 67% — 67%
Qingtian Rural .............. Zhejiang, the PRC 100 million shares of ~ Loan and deposit 51% — 51%
RMBI each taking
WuyiRural ................ Zhejiang, the PRC 100 million shares of ~ Loan and deposit 51% — 51%
RMBI each taking
Fanchang Rural ............. Anhui, the PRC 100 million shares of ~ Loan and deposit 51% — 51%
RMBI each taking
AnsaiRural ................ Shaanxi, the PRC 30 million shares of Loan and deposit 52% — 52%
RMBI each taking
Lanhye Investment Holdings
Limited . ................. British Virgin Islands 1 share of USD1 each Investment — 100% 100%
CCB International (Holdings) 601 million shares of Investment — 100% 100%
Limited (“CCBI”) ......... Hong Kong, the PRC USDI each
China Construction Bank (Asia) 163 million shares of Commercial — 100% 100%

Corporation Limited (“CCB

Asia”) ... Hong Kong, the PRC

HKD40 each banking and related
financial services
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25 INTERESTS IN ASSOCIATES AND JOINTLY CONTROLLED ENTITIES

(1) The movement of the Group’s interests in associates and jointly controlled entities is as follows:

Six months ended
30 June 2010 2009

Asat 1 January . ... .o 1,791 1,728
Acquisition during the period/year . .......... ... 15 54
Share of profits 1ess 10SSes . ... ..ot 10 17
Cash dividend receivable .. .......... . ... e — @)
Effect of exchange difference and others . .......... ... ... ... . . . ... (18) @)
As at 30 June/31 December . ... ... 1,798 1,791

(2) The Group’s associates and jointly controlled entities are mainly unlisted, corporate information of
which is as follows:

Particulars of Total Total
issued and % of % of assets liabilities Revenue Net profit
Place of paid up Principal equity voting at period at period for the for the
Name of company incorporation capital activities interests rights end end period period
QBE Hong Kong and Shanghai
Insurance Limited .......... Hong Kong, 78,192,220 Insurance  25.5% 25.5% 1,326 852 307 29

the PRC shares of
HKDI each

Diamond String Limited
(“DSL”) ... Hong Kong, 10,000 shares  Property 50% 50% 1,066 1,063 — —
the PRC of HKD1 each investment
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26 FIXED ASSETS

Group
Bank Construction
premises in progress  Equipment  Others Total
Cost/Deemed cost
Asat1January 2010 ......... .. .. ... .. .. ... ... 51,305 11,349 24,030 16,351 103,035
Additions . ........ . 606 2,094 468 403 3,571
Transferin/(out) . ..., 875 (1,125) 6 244 —
Disposals .. ... (53) (142) (265) (192) (652)
Asat30June 2010 . ...... .. ... 52,733 12,176 24,239 16,806 105,954
Accumulated depreciation
Asat 1 January 2010 ......... ... .. ... (9,701) — (13,286) (4,852) (27,839)
Charges for the period ............................ (987) — (2,084) (1,739) (4,810)
Disposals . ... ... 18 — 257 182 457
Asat30June 2010 ....... .. ... (10,670) — (15,113)  (6,409) (32,192)
Allowances for impairment losses (Note 32)
Asat 1 January 2010 ......... ... ... .. .. (489) (5) 3) (6) (503)
Charges for the period ............................ — — — — —
Disposals . ... 5 — — — 5
Asat30June2010 ...t (484) (5) 3) (6) (498)
Net carrying value
Asat 1 January 2010 ......... ... .. .. 41,115 11,344 10,741 11,493 74,693
Asat30June 2010 .......... . 41,579 12,171 9,123 10,391 73,264
Cost/Deemed cost
Asat 1January 2009 ....... ... ... .. .. ... 46,536 4,618 21,481 12,921 85,556
Addition through acquisition .. ..................... 197 — 1 89 287
Additions . ... ... 2,832 10,387 3,867 2,812 19,898
Transferin/(out) . ........... ... . ... . i 2,019 (3,590) 9 1,562 —
Disposals . ... (279) (66) (1,328) (1,033) (2,700)
Asat31 December2009 ............... .. ..., .. 51,305 11,349 24,030 16,351 103,035
Accumulated depreciation
Asat1January 2009 ......... .. .. .. ... ... (7,926) — (10,450) (2,700) (21,076)
Addition through acquisition . ...................... 29) — @)) (82) (112)
Charges fortheyear .............................. (1,837) — (4,122)  (3,046) (9,005)
Disposals . ... 91 — 1,287 976 2,354
Asat31 December2009 ............... ... ... (9,701) — (13,286) (4,852) (27,839)
Allowances for impairment losses (Note 32)
Asat1January 2009 ......... ... ... (507) (5) 3) () (523)
Charges fortheyear .......... .. ... ... .. ) — — — 2)
Disposals . ..... ... . 20 — — 2 22
Asat 31 December 2009 ............. ... ... ....... (489) 5 3) (6) (503)
Net carrying value
Asat 1 January 2009 . ........ ... .. i 38,103 4,613 11,028 10,213 63,957
Asat31 December2009 ............... .. ... ... .. 41,115 11,344 10,741 11,493 74,693
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Bank
Bank Construction
premises  in progress Equipment Others Total
Cost/Deemed cost
Asat1January 2010 ....... .. ... ... ... 51,072 11,139 23,818 16,109 102,138
Additions . ......... 566 2,033 446 383 3,428
Transferin/(out) .. ...... ... ... ... .. ... ... ... ... 875 (1,125) 6 244 —
Disposals . ... (52) (142) (262) (185) (641)
Asat30June 2010 .......... o 52,461 11,905 24,008 16,551 104,925
Accumulated depreciation
Asat 1January 2010 ....... ... .. .. . ... (9,648) — (13,157)  (4,732) (27,537)
Charges forthe period ............. ... ... ... .... (982) — (2,065) (1,716) (4,763)
Disposals . ... 18 — 254 177 449
Asat30June 2010 ...... ... . (10,612) — (14,968) (6,271) (31,851)
Allowances for impairment losses (Note 32)
Asat1January 2010 ......... ... .. ... .. ... ... (489) (5) 3) (6) (503)
Charges for the period . ............ ... ... ... .... — — — — —
Disposals . ......... . 5 — — — 5
Asat30June 2010 . ...... ... . (484) (5) 3) (6) (498)
Net carrying value
Asat1January 2010 ........ ... ... ... 40,935 11,134 10,658 11,371 74,098
Asat30June 2010 ... ... ... 41,365 11,900 9,037 10,274 72,576
Cost/Deemed cost
Asat 1January 2009 ....... ... ... .. .. ... 46,468 4,585 21,314 12,747 85,114
Additions . ... ... 2,831 10,210 3,820 2,743 19,604
Transferin/(out) . ........... ... . ... . i 2,019 (3,590) 9 1,562 —
Disposals . .......i (246) (66) (1,325) (943)  (2,580)
Asat31 December2009 ............... ... ..., 51,072 11,139 23,818 16,109 102,138
Accumulated depreciation
Asat1January 2009 ......... .. ... ... (7,901) — (10,348) (2,619) (20,868)
Charges fortheyear ............... ... ... ........ (1,832) — 4,091) (3,007) (8,930)
Disposals . ... 85 — 1,282 894 2,261
Asat 31 December2009 ........... ... .. ... ..., (9,648) — (13,157) (4,732) (27,537)
Allowances for impairment losses (Note 32)
Asat 1 January 2009 ......... ... .. (507) (5) 3) (8) (523)
Charges fortheyear ............ ... .. .. ... ...... 2) — — — 2)
Disposals . ... 20 — — 2 22
Asat31 December 2009 ........... ... ... ... ..., (489) (5) 3) (6) (503)
Net carrying value
Asat 1January 2009 ....... ... ... .. .. ... 38,060 4,580 10,963 10,120 63,723
Asat 31 December2009 ........... ... ... ... ... 40,935 11,134 10,658 11,371 74,098

As at 30 June 2010, ownership documentation for the Group’s and the Bank’s premises with a net carrying

value of RMB7,058 million (as at 31 December 2009: RMB6,636 million) was being finalised.
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The net carrying values of bank premises of the Group and the Bank as at the end of the reporting period are

analysed by the remaining terms of the leases as follows:

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009

Held in overseas:
Long-term lease (> 50 Years) . .. ..o vttt ettt e e 74 — 39 —
Medium-term lease (10-50 years) . ........ ..ottt 152 195 133 180
Held in Mainland China:
Medium-term lease (10-50 years) . .. .. ....uuuitne e 40,575 39,576 40,416 39,411
Short-term lease (<10 years) . ...ttt 778 1,344 777 1,344
TOtal .« ot 41,579 41,115 41,365 40,935
27 LAND USE RIGHTS

Group Bank
Cost/Deemed cost
Asat LJanuary 2010 . ..o 20,173 20,110
AdIIONS .« oot e e e e 1 1
DISPOSALS . . o ot 27) (26)
Asat 30 Tune 2010 . ..o 20,147 20,085
Accumulated amortisation
Asat 1January 2010 . ..o (2,900) (2,897)
Charges for the Period . ... ... o e e (250) (250)
DISPOSALS . . o ettt e e e e 7 7
Asat30June 2010 . ... e e (3,143)  (3,140)
Allowances for impairment losses (Note 32)
Asat LJanuary 2010 . ..o (151) (151)
Charges for the period . ... ... ... — —
DISPOSALS . . o ot 1 1
Asat 30 Tune 2010 . ..o e e (150) (150)
Net carrying value
Asat LJanuary 2010 . ..o e 17,122 17,062
Asat 30 June 2010 . ..o e 16,854 16,795

Group Bank
Cost/Deemed cost
Asat 1 January 2000 . ... 19,874 19,807
AddIIONS .« ot e 416 392
DISPOSALS . . o ettt e e e e e e (117) (89)
As at 31 December 2000 . . ... 20,173 20,110
Accumulated amortisation
Asat 1January 2000 . ..o (2,418) (2,417)
Charges fOr the YEar . . ... oottt e e e e e e e e (496) (493)
DISPOSALS « . .o et e e 14 13
As at 31 December 2000 . ... e (2,900) (2,897)
Allowances for impairment losses (Note 32)
Asat 1 January 2000 . ... (161) (161)
Charges for the YEar ... ... ...t e e e e — —
DISPOSALS . . o ottt e e e e 10 10
As at 31 December 2000 . . .. (151) (151)
Net carrying value
Asat TJanuary 2000 . ..o 17,295 17,229
As at 31 December 2009 . .. ..o 17,122 17,062
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28 INTANGIBLE ASSETS
Group

Cost/Deemed cost

Asat 1 January 2010 .. ..o
AddItIONS . . ..o
DiSpPosals . ..ot

Asat30June 2010 . ...

Accumulated amortisation

Asat 1January 2010 .. ..o
Charges for the period ... ... ... ..
DiSPOSals . ..ot

Asat30June 2010 ...

Allowances for impairment losses (Note 32)

Asat 1January 2010 .. ..o
Charges forthe period . . ... ... e
DASPOSaAlS . .ot

Asat30June 2010 ...

Net carrying value

Asat 1 January 2010 .. ..o
Asat30June 2010 .. ... .

Group

Cost/Deemed cost

Asat 1 January 2009 . . ...
AddItIONS . ..o
DISPOSAlS ...t

As at 31 December 2009 . . . ...

Accumulated amortisation

Asat 1 January 2000 . . ...
Charges for the year . ......... ... . e
DiSPOSaAlS . ..ot

As at 31 December 2009 . ... ...

Allowances for impairment losses (Note 32)

Asat 1 January 2000 . ... ..
Charges forthe year . ...... .. ... i e
DASPOSalS . .t

As at 31 December 2009 . .. ...

Net carrying value

Asat 1 January 2009 . . ...
Asat 31 December 2009 . ... ... ..

Software  Others Total
3,433 58 3,491
119 3 122
© @ 10
3543 60 3,603
(2,183)  (30) (2,213)
27) — (227)
_ 7T = _7
(2403)  (30) (2.433)
(O )) 3
O D ®)
1,249 2 1,270
1,139 2 1,162
Software  Others Total
2,967 54 3,021
492 11 503
26 (D (33
3433 58 3491
(1,728)  (32) (1,760)
(481) (@) (485)
26 6 32
(2,183) @) (2,213)
@ D 3
O D ®)
1238 15 1253
1,249 2 1,270
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Bank

Cost/Deemed cost

Asat 1January 2010 .. ..o
AddItionS . ..o
DASPOSaAlS . .ot

Asat30June 2010 . ...

Accumulated amortisation

Asat 1 January 2010 .. ..o
Charges for the period . .. ... ...
DiSPOSals . ..ot

Asat30June 2010 . ... e

Allowances for impairment losses (Note 32)

Asat 1January 2010 ... .o
Charges for the period ... ... ...
DiSPOSalS . . .ot

Asat30June 2010 ...

Net carrying value

Asat 1January 2010 . ... o
Asat30June 2010 . .. .

Bank

Cost/Deemed cost

Asat 1 January 2000 . ... ..
AdItONS . .ot
DaASPOSalS . .t

As at 31 December 2009 . .. ...

Accumulated amortisation

Asat 1 January 2009 . . ... .o
Charges for the year .. ....... ...t et
DiSPOSaAlS .t

As at 31 December 2009 . . . ...

Allowances for impairment losses (Note 32)

Asat 1 January 2000 . . ..o
Charges for the year .. ......... . . e
DiSPOSalS . . .ot

As at 31 December 2009 . . ... ..

Net carrying value

Asat 1 January 2000 . ... ..
As at 31 December 2009 . . .. ...

Software  Others Total
3,400 49 3,449
119 — 119
® (@ ©)
3,511 ﬁ 3,559
(2,170) 29) (2,199)
(223) — (223)
_ 7T = _7
(2,386) @) (2,415)
(GO RN {)) 3
)

1,229 E 1,242
1,124 E 1,136
Software  Others Total
2,943 52 2,995
483 3 486
260 (© (32
3400 49 3449
(1,722)  (32) (1,754)
474) 3) “@77)
26 6 32
(2,170) @) (2,199)
(GO RN )] ®)
O D ®)
1,220 13 1,233

1,229

=
W

1,242
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29 GOODWILL

(1) The goodwill is attributable to the expected synergies arising from the acquisition of CCB Asia on
29 December 2006 and Jianxin Trust on 29 July 2009. Movement of the goodwill during the period/year
is as follows:

Six months ended
30 June 2010 2009

Asat 1 January . ... .o 1,590 1,527
Additions through acquisitions ... ........ ...ttt — 63
Effect of exchange difference .......... ... . . . . i (16) —
As at 30 June/31 December . ... ... 1,574 1,590

(2) Impairment test for cash-generating unit (“CGU”) containing goodwill

The Group calculated the recoverable amount of the CGU using cash flow projections based on financial
forecasts approved by management covering a ten-year period. The average growth rate used by the Group is
consistent with the forecasts included in industry reports. The discount rate used reflects specific risks relating to
the relevant segments.

As at the end of the reporting period, there is no impairment losses on goodwill based on the result of the
impairment test.

30 DEFERRED TAX

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Deferred tax assets . ..o oo oo 10,766 10,790 11,512 11,323
Deferred tax liabilities . .............. ... ... ... (315) (216) 21) (22)
Total . ... 10,451 10,574 11,491 11,301

The Group and the Bank did not have significant unrecognised deferred taxation as at the end of the
reporting period.
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(1) Analysed by nature

Group

Deferred tax assets

—Fair value adjustments
—Allowances for impairment losses
—Early retirement benefits and accrued salaries
—Others

Deferred tax liabilities

—Fair value adjustments
—Allowances for impairment losses
—Early retirement benefits and accrued salaries
—Others

Deferred tax assets

—Fair value adjustments
—Allowances for impairment losses
—Early retirement benefits and accrued salaries
—Others

Deferred tax liabilities

—Fair value adjustments
—Allowances for impairment losses
—Others
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As at 30 June 2010 As at 31 December 2009
Deductible/ Deductible/

(taxable) Deferred (taxable) Deferred
temporary tax assets/ temporary tax assets/
differences (liabilities) differences (liabilities)

(15,282)  (3,832) (17,462)  (4,361)

43,068 10,690 45,365 11,243
15,245 3,811 15,238 3,809
539 97 601 99
43,570 10,766 43,742 10,790
(1,425) (324) (819) (204)
15 4 24 6
24 4 — —
6 1 81 (18)
(1,380) (315) (876) (216)
As at 30 June 2010 As at 31 December 2009
Deductible/ Deductible/

(taxable) Deferred (taxable) Deferred
temporary tax assets/ temporary tax assets/
differences (liabilities) differences (liabilities)

(15,4100  (3,854) (17,514)  (4,377)

42,641 10,618 44,868 11,160
15,192 3,798 15,210 3,802
6,215 950 5,925 738
48,638 11,512 48,489 11,323
(101) (24) (113) (28)
10 2 18 4

6 1 6 2

(85) (21) (39) (22)
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(2) Movements of deferred tax

Group

As at 1 January 2010 . ..

Recognised in profitorloss ............ ... ... ... ..
Recognised in other comprehensive income . ..........

As at 30 June 2010 .. ..
As at 1 January 2009 . ..

Recognised in profitorloss ........................
Recognised in other comprehensive income . ..........
Additions through acquisitions .....................

As at 31 December 2009

Bank

As at 1 January 2010 . ..

Recognised in profitorloss ........................
Recognised in other comprehensive income . ..........

As at 30 June 2010 . ...
As at 1 January 2009 . ..

Recognised in profitorloss ........................
Recognised in other comprehensive income . ..........

As at 31 December 2009
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Early
retirement Allowances
benefits and for
accrued Fair value  impairment
salaries adjustments losses Others Total
3,809 (4,565) 11,249 81 10,574
6 (289) (555) 17 (821)
— 698 — — 698
3,815 (4,156) 10,694 % 10,451
1,815 (4,394) 10,385 44 7,850
1,994 700 785 37 3,516
— (672) — — (672)
— (199) 79 — (120)
3,809 (4,565) 11,249 ﬂ 10,574
Early
retirement Allowances
benefits and for
accrued Fair value  impairment
salaries adjustments losses Others Total
3,802 (4,405) 11,164 740 11,301
) (213) (544) 211 (550)
— 740 - = 740
3,798 (3,878) 10,620 @ 11,491
1,815 (4,408) 10,385 267 8,059
1,987 695 779 473 3,934
— (692) — = (6%
3,802 (4,405) 11,164 E 11,301
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31 OTHER ASSETS

Group Bank
30 June 31 December 30 June 31 December
% 2010 2009 2010 2009
Repossessed assets ... (1)
—Buildings . ........ . 1,990 2,211 1,978 2,211
—Landuserights ........... ... ... . . ... 402 412 402 412
—Others ......... . 302 462 302 462
2,694 3,085 2,682 3,085
Long-term deferred expenses . ........................ 330 372 326 368
Receivables from CCBIG ........ ... ... ... . ........ ) — — 19,608 19,746
Otherreceivables . .. ... 20,202 10,910 17,916 10,792
Leasehold improvements ............................ 2,362 2,610 2,356 2,602
Gross balances . . ... 25,588 16,977 42,888 36,593
Allowances for impairment losses (Note 32) ............. (2,958) (3,288) (2,950) (3,283)
Netbalances .......... ..o, 22,630 13,689 39,938 33,310

(1) For the six months ended 30 June 2010, the original cost of repossessed assets disposed of by the Group amounted to RMB613 million
(for the six months ended 30 June 2009: RMB451 million). The Group intends to dispose of repossessed assets through various methods
including auction, competitive bidding and disposal.

(2) Receivables from CCBIG represent lending to CCBIG, a wholly owned subsidiary, for acquisition of equity instruments and capital
injection to other subsidiaries. The receivables are unsecured, non-interest bearing and without fixed repayment term.

32 MOVEMENTS OF ALLOWANCES FOR IMPAIRMENT LOSSES
Group

Six months ended 30 June 2010

As at Charge/ As at
Note 1 January (Write-back) Transfer out Write-offs 30 June

Deposits with banks and non-bank financial

INStItULIONS . ..o oottt 14 18 2) — (5) 11
Placements with banks and non-bank financial

INSHtUtioNs .. .....ovitit i 15 131 (23) — (19) 89
Interest receivable ...................... 19 1 14 — (14) 1
Loans and advances to customers .......... 20 126,826 10,119 (30) (3,506) 133,409
Held-to-maturity investments . ............. 22 6,086 (302) (34) (529) 5,221
Debt securities classified as receivables .. ... 23 96 ) — — 87
Fixedassets ............. .. ... .. ... 26 503 — — (5) 498
Landuserights ........... ... ... .. ..... 27 151 — — (D) 150
Intangible assets .. .......... ... ... ... 28 8 — — — 8
Otherassets ............c.oviuinieenon.. 31 3,288 (17) — (313) 2,958
Total ..... ... . ... . . . ... 137,108 9,780 (64) (4,392) 142,432
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Group

Deposits with banks and non-bank financial

INSHEULIONS ..o oot
Placements with banks and non-bank financial

INSHEULIONS ..o oot
Financial assets held under resale

FYeg (1 101571 L
Interest receivable .. .....................
Loans and advances to customers . ..........
Held-to-maturity investments . .............
Debt securities classified as receivables . . .. ..
Fixedassets ............ ... ...,
Landuserights ........... ... .. ... .....
Intangible assets ............ ... ... .....
Otherassets . ..........ccoiiiinrennnnn...

Bank

Deposits with banks and non-bank financial
INSHEULIONS . ..o
Placements with banks and non-bank financial
INSHEULIONS . ..o
Interest receivable ......................
Loans and advances to customers ..........
Held-to-maturity investments . .............
Debt securities classified as receivables .. ...
Fixedassets ...........................
Landuserights ........... ... ... .. .....
Intangible assets .. .......... ... ........
Otherassets .............ccoiiiinenn...

Note

14

15

18
19
20
22
23
26
27
28
31

Note

14

15
19
20
22
23
26
27
28
31

2009
As at Charge/ Transfer As at
1 January (Write-back) in/(out)  Write-offs 31 December
21 3) — — 18
252 (86) — (35) 131
11 (11) — _ _
1 — — — 1
110,368 24,256 (953) (6,845) 126,826
7,552 76 5 (1,547) 6,086
64 32 — — 96
523 2 — 22) 503
161 — — (10) 151
8 — — — 8
3,686 178 — (576) 3,288
122,647 24,444 (948) (9,035) 137,108
Six months ended 30 June 2010
As at Charge/ As at
1 January (Write-back) Transfer out Write-offs 30 June
18 2) — (5) 11
131 (23) — (19) 89
1 14 — (14) 1
126,111 10,035 (36) (3,438) 132,672
6,086 (302) (34) (529) 5,221
96 ©)] — — 87
503 — — (@) 498
151 — — (D) 150
8 — — — 8
3,283 (20) — (313) 2,950
136,388 9,693 (70) (4,324) 141,687
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Bank

2009

As at Charge/ Transfer
Note 1 January (Write-back) in/(out) Write-offs

As at
31 December

Deposits with banks and non-bank financial

INSITULIONS . . oottt e e i 14 21 3) — — 18
Placements with banks and non-bank financial

INSHLULiONS . ... ..o 15 252 (86) — (35) 131
Financial assets held under resale

AZIEEMENLS « . . v vttt et 18 11 (11) — — —
Interest receivable ....................... 19 1 — — — 1
Loans and advances to customers ........... 20 110,202 24,064 (1,401)  (6,754) 126,111
Held-to-maturity investments .............. 22 7,552 76 5 (1,547) 6,086
Debt securities classified as receivables . . .. .. 23 64 32 — — 96
Fixedassets ............ ... ... ......... 26 523 2 — (22) 503
Landuserights ......................... 27 161 — — (10) 151
Intangible assets ........... .. ... .. .. ... 28 8 — — — 8
Otherassets .............ccuiiiuiunnnnn.. 31 3,686 173 — (576) 3,283
Total ........ ... . .. . 122,481 24,247 (1,396)  (8,944) 136,388

Transfer in/out includes the exchange difference; write-offs include the effect of disposals.

33 AMOUNTS DUE FROM/TO SUBSIDIARIES

(1) Amounts due from subsidiaries of the Bank are analysed by assets category as follows:

30 June 31 December
2010 2009
Deposits with banks and non-bank financial institutions . .................. .. ... .... 3,620 828
Placements with banks and non-bank financial institutions . . . ....................... 5,680 2,153
Interest receivable . . .. ... . . — 13
Loans and advances tO CUSIOIMIETS . . ...ttt t ittt e e et e e et et 770 634
Auvailable-for-sale financial assets . ............. .. . i 2,614 3,081
OtNer ASSEES .« . v vttt e e e e 19,618 21,060
Total . 32,302 27,769

(2) Amounts due to subsidiaries of the Bank are analysed by liabilities category as follows:

30 June 31 December
2010 2009
Deposits from banks and non-bank financial institutions ........................... 1,701 2,218
Placements from banks and non-bank financial institutions ......................... 2,614 2,700
Negative fair value of derivatives . .......... .. i — 2
Financial assets sold under repurchase agreements . ...............c...ocuininnen... 3,040 2,625
Deposits from CUSIOMEIS . . . ..ottt ettt e et e e 4,105 1,686
Interest payable . . .. ... — 8
Debt securities 1SSUEd . . . . .ottt 1,437 1,451
Other HHabilities . . .. ..ot e e e — 453
Total ... 12,897 11,143
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34 DEPOSITS FROM BANKS AND NON-BANK FINANCIAL INSTITUTIONS
(1) Analysed by type of counterparties

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Banks .. ... 187,153 183,327 187,708 183,448
Non-bank financial institutions . ............ ... ..., 488,572 591,458 489,515 593,134
Total ... 675,725 774,785 677,223 776,582
(2) Analysed by geographic sectors
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Mainland China . ........... ... .. ... . .. 674,064 774,295 675,420 776,093
OVEISEAS . o v v ettt e 1,661 490 1,803 489
Total . ... 675,725 774,785 677,223 776,582
35 PLACEMENTS FROM BANKS AND NON-BANK FINANCIAL INSTITUTIONS
(1) Analysed by type of counterparties
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Banks . ... 87,230 36,472 67,379 30,369
Non-bank financial institutions . .................c.c.oviue.... 662 1,648 614 1,599
Total ... 87,892 38,120 67,993 31,968
(2) Analysed by geographic sectors
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Mainland China . .......... .. .. i 17,748 11,157 3,901 7,524
OVEISEAS .« o v v ettt e 70,144 26,963 64,092 24,444
Total . ... 87,892 38,120 67,993 31,968
36 FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Structured financial instruments . ........................... 2,039 53 28 53
Financial liabilities related to precious metals . .. ............... 8,839 7,939 8,839 7,939
Total ... e 10,878 7,992 8,867 7,992
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The Group’s and the Bank’s financial liabilities at fair value through profit or loss are all financial liabilities
designated at fair value through profit or loss. As at the end of reporting period, the difference between the fair
value of these financial liabilities and the contractual payables at maturity is not material. The amounts of
changes in the fair value of these financial liabilities that are attributable to changes in credit risk are considered
not significant during the period presented and cumulatively as at 30 June 2010 and 31 December 2009.

37 FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS

As at 30 June 2010 and 31 December 2009, the collaterals for all financial assets sold under repurchase
agreements of the Group and the Bank were loans.

38 DEPOSITS FROM CUSTOMERS

Demand deposits

—Corporate customers . ............
—Personal customers ..............

Time deposits (including call deposits)

—Corporate customers .............
—Personal customers ..............

Deposits from customers include:

Pledged deposits

—Deposits for acceptance . ..........
—Deposits for guarantee ............
—Deposits for letter of credit ........
—Others.......... .. ... ...

Outward remittance and remittance payables

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
............. 3,145,480 2,968,733 3,142,623 2,965,825
............. 1,575,095 1,445,304 1,564,925 1,435,266
4,720,575 4,414,037 4,707,548 4,401,091
............. 1,530,199 1,421,678 1,516,572 1,405,735
............. 2,340,927 2,165,608 2,321,985 2,148,414
3,871,126 3,587,286 3,838,557 3,554,149
............. 8,591,701 8,001,323 8,546,105 7,955,240
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
................ 122,659 118,121 122,659 118,121
................ 28,762 23,984 28,762 23,984
................ 26,965 19,974 26,965 19,974
................ 98,568 72,021 98,561 72,017
276,954 234,100 276,947 234,096
................ 13,512 19,073 13,483 18,988
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39 ACCRUED STAFF COSTS

Group
Six months ended 30 June 2010
As at As at
Note 1 January Accrued Paid 30 June
Salaries, bonuses, allowances and subsidies ............... 10,835 18,046 (17,759) 11,122
Defined contribution retirement schemes ................. 459 2,634 (2,588) 505
Other social insurance and welfare . ..................... 1,105 2,049  (1,882) 1,272
Housing funds ......... ... .. . 82 1,566 (1,540) 108
Union running costs and employee education costs ......... 797 660 (395) 1,062
Supplementary retirement benefits ...................... (1) 6,786 114 (232) 6,668
Early retirement benefits . .......... ... .. ... ... .. ..... 7,353 85 (648) 6,790
Compensation to employees for termination of employment
relationship ....... ... .. . 8 11 (12) 7
Total . ... 27,425 25,165 (25,056) 27,534
2009
As at As at
1 January Accrued Paid 31 December
Salaries, bonuses, allowances and subsidies ............... 8,628 35422 (33,215) 10,835
Defined contribution retirement schemes ................. 444 5,941 (5,926) 459
Other social insurance and welfare ...................... 783 4,362  (4,040) 1,105
Housing funds ......... ... . . 72 2,941 (2,931) 82
Union running costs and employee education costs ......... 735 1,238 (1,176) 797
Supplementary retirement benefits ...................... (1) 6,556 743 (513) 6,786
Early retirement benefits . .......... ... .. ... ... .. ..... 7,926 819  (1,392) 7,353
Compensation to employees for termination of employment
relationship ... ... ... .. . . 9 18 (19) 8
Total . ... 25,153 51,484 (49,212) 27,425
Bank
Six months ended 30 June 2010
As at As at
% 1 January Accrued Paid 30 June
Salaries, bonuses, allowances and subsidies .................. 10,217 17,628 (17,091) 10,754
Defined contribution retirement schemes .................... 458 2,606  (2,560) 504
Other social insurance and welfare ......................... 1,013 2,022 (1,850) 1,185
Housing funds .......... . .. 81 1,562 (1,535) 108
Union running costs and employee education costs ............ 792 655 (394) 1,053
Supplementary retirement benefits ............... ... ...... (1) 6,786 114 (232) 6,668
Early retirement benefits ......... ... ... ... .. .. . ... 7,353 85 (648) 6,790
Compensation to employees for termination of employment
relationship . ... .. . 8 11 (12) 7
Total ... .. 26,708 24,683 (24,322) 27,069
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2009
As at As at
Note 1 January Accrued Paid 31 December

Salaries, bonuses, allowances and subsidies ............... 8,327 34,299 (32,409) 10,217
Defined contribution retirement schemes ................. 444 5,902  (5,888) 458
Other social insurance and welfare . ..................... 742 4,292 (4,021) 1,013
Housing funds ......... ... .. . 71 2,931 (2,921) 81
Union running costs and employee education costs ......... 732 1,232 (1,172) 792
Supplementary retirement benefits ...................... (1) 6,556 743 (513) 6,786
Early retirement benefits . .......... .. ... ... ... .. ..... 7,926 819 (1,392) 7,353
Compensation to employees for termination of employment

relationship ....... ... .. . 9 18 (19) 8
Total . ... 24,807 50,236 (48.335) 26,708

(1) The Group’s obligations in respect of the supplementary retirement benefits as at the end of the reporting period were calculated using
the projected unit credit actuarial cost method and reviewed by qualified staff (a member of Society of Actuaries of the United States of

America) of an external independent actuary: Towers, Perrin, Forster & Crosby, Inc., Hong Kong.
(a) Breakdowns of supplementary retirement benefits of the Group and the Bank are as follows:

30 June 31 December
2010 2009
Present value of supplementary retirement benefit obligations . . ............ ... ... ... o oo 6,758 6,766
Unrecognised actuarial (I0SSES)/ZAINS . . . . ...ttt et e e e e e e e e e (90) 20
Asat 30 June/31 DECEMDET . . . . o .ottt ettt e e e e e e e 6,668 6,786

(b) Interest cost and past service cost accrued during the period/year are as follows:

Six months ended
30 June 2010 2009

TNEETESE COSE . o . ottt ettt et e e e e 114
Past SEIVICE COSES . o\ vttt ettt e e et e e e e e e e e —
Total accrued during the period/year . .. .. .. ... ... ot e s 114

Interest cost was recognised in other general and administrative expenses. Past service costs were recognised in staff costs.

(c) Principal actuarial assumptions as at the end of the reporting period are as follows:

206
537

743

30 June 31 December
2010 2009
DISCOUNETAE . . . oottt ettt e e e e e e e e e e e e e e e e e e e e e e 3.25% 3.5%
Health care COSLINCIRASES . . .. ...ttt ettt e e e e e e e e e e e e e e e e e e 7% 7%
Average expected future lifetime of eligible employees . .. ......... .. 14.4 14.7
(2) The Group and the Bank had no overdue balance of accrued staff costs as at the end of the reporting period.
40 TAXES PAYABLE
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Income tax ...... ... 11,271 20,627 10,993 20,362
Business tax and surcharges .................. .. . ..., 4,917 4,562 4,899 4,545
Others . . ..o e 307 651 288 642
Total ..o 16,495 25,840 16,180 25,549
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41 INTEREST PAYABLE

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Deposits from banks and non-bank financial institutions ......... 1,935 961 1,928 959
Placements from banks and non-bank financial institutions ... .... 71 36 50 27
Deposits from customers . ... 62,556 56,738 62,518 56,708
Debt securities issued .. ......... . 1,752 1,650 1,752 1,651
Others . .o 106 102 80 97
Total ... 66,420 59,487 66,328 59,442
42 PROVISIONS
Group and Bank
30 June 31 December
2010 2009
Litigation ProviSiOnS . . .. ...ttt e e e 876 894
OtheTS . .. e 406 450
TOtal ..o 1,282 1,344
43 DEBT SECURITIES ISSUED
Group Bank
30 June 31 December 30 June 31 December
% 2010 2009 2010 2009
Certificates of depositissued ......................... (1) 11,955 15,893 10,310 15,502
Bondsissued ........... .. ... .. 2) 2,868 2,863 2,998 2,993
Subordinated bondsissued .............. ... ... ... . ... 3) 79,894 79,888 79,894 79,888
Total ... . 94,717 98,644 93,202 98,383

(1) Certificates of deposit were mainly issued by Hong Kong branch, New York branch of the Bank and CCB Asia and measured at
amortised cost.
(2) Bonds issued represent the fixed rate RMB bonds issued on 11 September 2008 and will mature on 11 September 2010.

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
3.24% fixedrate RMB bonds . ...........oo i 2,870 2,870 3,000 3,000
Less: Unamortised iSSUANCE COSt . .. .ottt i et e e e e 2) (7) 2) 7
As at 30 June/31 December . ... ... . 2,868 2,863 2,998 2,993
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(3) The carrying amounts of the Group’s and the Bank’s subordinated bonds issued upon the approval of the PBOC and the CBRC are as

follows:

30 June 31 December

Note 2010 2009

3.20%, fixed, matures in February 2019 .. ... .. ... (a) 12,000 12,000
4.00%, fixed, matures in February 2024 . ... . ... o (b) 28,000 28,000
3.32%, fixed, matures in August 2019 . ... (c) 10,000 10,000
4.04%, fixed, matures in August 2024 ... ... (d) 10,000 10,000
4.80%, fixed, matures in December 2024 . . . .. ... (e) 20,000 20,000
Total nominal ValUe . . ... ...t 80,000 80,000
Less: Unamortised iSSUANCE COSE . . o v vt vttt ettt e et e e et e e e e e e (106) (112)
As at 30 June/31 December . . . . ..o 79,894 79,888
(a) The interest rate per annum on the subordinated fixed rate bonds issued in February 2009 is 3.20%. The Group has an option to

(b)

(©

(d)

(e)

redeem the bonds on 26 February 2014. If they are not redeemed by the Group, the interest rate will increase to 6.20% per annum
from 26 February 2014 for the next five years.

The interest rate per annum on the subordinated fixed rate bonds issued in February 2009 is 4.00%. The Group has an option to
redeem the bonds on 26 February 2019. If they are not redeemed by the Group, the interest rate will increase to 7.00% per annum
from 26 February 2019 for the next five years.

The interest rate per annum on the subordinated fixed rate bonds issued in August 2009 is 3.32%. The Group has an option to
redeem the bonds on 11 August 2014. If they are not redeemed by the Group, the interest rate will increase to 6.32% per annum
from 11 August 2014 for the next five years.

The interest rate per annum on the subordinated fixed rate bonds issued in August 2009 is 4.04%. The Group has an option to
redeem the bonds on 11 August 2019. If they are not redeemed by the Group, the interest rate will increase to 7.04% per annum
from 11 August 2019 for the next five years.

The interest rate per annum on the subordinated fixed rate bonds issued in December 2009 is 4.80%. The Group has an option to
redeem the bonds on 22 December 2019. If they are not redeemed by the Group, the interest rate will increase to 7.80% per annum
from 22 December 2019 for the next five years.

44 OTHER LIABILITIES

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Dormant aCCOUNLS . . ..o v oo 4,318 4,290 4,318 4,290
Securities underwriting and redemption payable ............... 2,025 1,813 2,025 1,813
Payment and collection clearance account . ................... 626 454 625 450
Payables to China Jianyin Investment Limited (“Jianyin™) ....... 521 372 521 372
Settlement aCCOUNtS . . . ... ...ttt 265 135 264 135
Dividend payable .. ......... . . 47,205 — 47,205 —
Others . . ... 15,058 13,514 12,909 12,997
Total . ..o 70,018 20,578 67,867 20,057

45 SHARE CAPITAL

Group and Bank
30 June 31 December
2010 2009
Listed in Hong Kong (H Share) . ...... ... i 224,689 224,689
Listed in Mainland China (A Share) . ............. ... . . . .. 9,000 9,000

................................................................... 233,689 233,689

All H and A shares are ordinary shares and rank pari passu with the same rights and benefits.
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46 CAPITAL RESERVE

Group and Bank
30 June 31 December

2010 2009
Share premilum ... ...t 90,210 90,210
OtheTS . .o e 62 56
Total . 90,272 90,266

47 INVESTMENT REVALUATION RESERVE

The changes in fair value of available-for-sale financial assets were recognised in “investment revaluation
reserve”. Movements of investment revaluation reserve are as follows:

Group
Six months ended 30 June 2010
Tax (expense)/
Before-tax amount benefit Net-of-tax amount
AsatlJanuary .......... i 17,566 (4,403) 13,163
Gains/(losses) during the period
—Debtsecurities . ........... 3,148 (814) 2,334
—Equity instruments . ........ .. .o (5,629) 1,407 4,222)
(2,481) 593 (1,888)
Reclassification adjustments
—Impairment ........ ... .. (46) 12 (34)
—Disposals . ... (469) 117 (352)
—Others . ... 27 7 20
(488) 122 (366)
Asat30June ......... ... 14,597 (3,688) 10,909
2009
Tax (expense)/
Before-tax amount benefit Net-of-tax amount
AsatlJanuary .......... i 14,890 (3,734) 11,156
Gains/(losses) during the year
—Debt securitieS .. ... ... (6,050) 1,511 (4,539)
—Equity instruments . ........ ... oo 8,212 (2,052) 6,160
2,162 (541) 1,621
Reclassification adjustments
—Impairment ........ ... .. 999 (250) 749
—Disposals . ... (925) 232 (693)
—Others . ... 440 (110) 330
514 (128) 386
Asat31 December . ........ .. ... 17,566 (4,403) 13,163
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Bank

AsatlJanuary .........o .
Gains/(losses) during the period
—Debt securities .......... .. .. i
—Equity instruments . ........... . ..

Reclassification adjustments

—Impairment ........... .. . .
—Disposals .. ...
—Others . ... ..

Asat30June . ... ..

AsatlJanuary .........o i

Gains/(losses) during the year

—Debt securities . ....... .
—Equity instruments . ........... . ..

Reclassification adjustments

—Impairment ......... ... .. ..
—Disposals .. ...
—Others ... ... ..

Asat31 December .......... .. ... ...

Six months ended 30 June 2010

Tax (expense)/

Before-tax amount benefit Net-of-tax amount

17,629 4,416) 13,213
3,212 (818) 2,394
(5,746) 1,436 4,310)
(2,534) 618 (1,916)
(46) 12 (34)
(469) 117 (352)
27 (7 20
(488) 122 (366)
14,607 (3,676) 10,931
2009
Tax (expense)/

Before-tax amount benefit Net-of-tax amount
14,862 (3,724) 11,138
(5,947) 1,487 (4,460)

8,200 (2,051) 6,149
2,253 (564) 1,689
999 (250) 749
(925) 232 (693)
440 (110) 330
514 (128) 386
17,629 (4,416) 13,213

Others refer to the amortisation of accumulated losses previously recognised in revaluation reserve for the
period/year. These accumulated losses were related to certain debt securities reclassified from available-for-sale

financial assets to held-to-maturity investments in prior years.

48 SURPLUS RESERVE

Surplus reserves consist of statutory surplus reserve fund and discretionary surplus reserve fund. The Bank
is required to appropriate 10% of its net profit to the statutory surplus reserve until the balance reaches 50% of its
registered capital. After making appropriations to the statutory surplus reserve fund, the Bank may appropriate
from its net profit to the discretionary surplus reserve upon the approval of Shareholders’ General Meeting.
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49 GENERAL RESERVE

The general reserve of the Group and the Bank is appropriated based upon the requirements of:

Group Bank
30 June 31 December 30 June 31 December
m 2010 2009 2010 2009
MOF . (1) 60,475 46,093 60,475 46,093
Hong Kong Banking Ordinance ....................... 2) 637 592 105 105
Other regulators in Mainland China . ................... 3) 128 109 — —
Other overseas regulators . .................c.c..oo... 29 12 28 11
Total . ... 61,269 46,806 60,608 46,209

(1) Pursuant to relevant regulations issued by MOF, the Bank is required to set aside a general reserve through appropriations of profit after
tax according to a certain provision ratio of the ending balance of gross risk-bearing assets to cover potential losses against their assets. In
principle, the general reserve balance should not be lower than 1% of the ending balance of gross risk-bearing assets. The Bank is
requested to set aside the required general reserve within a transitional period of approximately three years, but no more than five years,

from 1 July 2005.

(2) Pursuant to requirements of the Hong Kong Banking Ordinance, the Group’s banking operations in Hong Kong are required to set aside
amounts in a regulatory reserve in respect of losses which it will, or may, incur on loans and advances to customers, in addition to
impairment losses recognised in accordance with the accounting policies of the Group. Transfers to and from the regulatory reserve are

made through retained earnings.

(3) Pursuant to the relevant regulatory requirements in Mainland China, the Bank’s subsidiaries are required to appropriate a certain amount

from its net profit to general reserve.

50 PROFIT DISTRIBUTION

The Bank declared a cash dividend of RMB47,205 million according to the profit distribution plan approved

by the Annual General Meeting held on 24 June 2010.

51 CASH AND CASH EQUIVALENTS

30 June 31 December 30 June
2010 2009 2009

Cash .. 39,623 40,396 34,243
Surplus deposit reserves with central banks . .............. .. .. ... .. ... 191,154 265,453 113,670
Demand deposits with banks and non-bank financial institutions ........... 22,655 20,280 31,447
Deposits with banks and non-bank financial institutions with original maturity

with or withinthree months . . . ... ... ... . . . 36,136 36,226 25,319
Placements with banks and non-bank financial institutions with original

maturity with or within three months . ...... .. ... ... .. .. ... .. .... 9,154 17,894 16,873
Total . . 298,722 380,249 221,552

52 OPERATING SEGMENTS

The Group presents the operating segments in a manner consistent with the way in which information is
reported internally to the Group’s chief operating decision maker for the purposes of resource allocation and

performance assessment.

The accounting policies adopted for segments are consistent with those adopted by the Group for the

preparation of financial statements.
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Items presented in operating segments include those either directly attributable to a segment or that can be
allocated to a segment on a reasonable basis. Transactions between segments are conducted under normal
commercial terms and conditions, and all intra-group balances and transactions are eliminated as part of the
consolidation process. The majority transaction between segments is internal fund transfer, the charges and prices
of which are determined with reference to market rates. When presenting net interest income of each segment,
net interest income and expense arising from internal fund transfer and those earned from third parties are
presented as internal and external separately. Segment capital expenditure is the total cost incurred during current
period to purchase and construct fixed assets, intangible assets and other long-term assets.

(1) Geographical segments

The Group operates principally in Mainland China. The branches cover all provinces, autonomous regions
and municipalities directly under the central government and there are several subsidiaries located in Mainland
China. The Group also has overseas branches in Hong Kong, Singapore, Frankfurt, Johannesburg, Tokyo, Seoul
and New York, and certain subsidiaries operating in Hong Kong and London.

The following areas serviced by tier-1 branches and the subsidiaries are defined in geographical segments of
the Group:

Yangtze River Delta: ~ Shanghai Municipality, Jiangsu Province, Zhejiang Province, City of Ningbo and City

of Suzhou.

Pearl River Delta: Guangdong Province, City of Shenzhen, Fujian Province and City of Xiamen.

Bohai Rim: Beijing Municipality, Shandong Province, Tianjin Municipality, Hebei Province and
City of Qingdao.

Central: Shanxi Province, Guangxi Autonomous Region, Hubei Province, Henan Province,
Hunan Province, Jiangxi Province, Hainan Province, Anhui Province and the Three
Gorges Area.

Western: Sichuan Province, Chongqing Municipality, Guizhou Province, Yunnan Province, Tibet

Autonomous Region, Inner Mongolia Autonomous Region, Shaanxi Province, Gansu
Province, Qinghai Province, Ningxia Autonomous Region and Xinjiang Autonomous
Region.

Northeastern: Liaoning Province, Jilin Province, Heilongjiang Province and City of Dalian.
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Six months ended 30 June 2010

Yangtze Pearl Bohai North
River Delta River Delta Rim Central Western Eastern Head Office Overseas Total
Net interest income . ....... 21,521 15,145 17,592 17,894 18,968 6,799 18,418 1,462 117,799
—External ............ 16,966 8,961 10,342 11,742 14,055 3,644 50,582 1,507 117,799
—Internal ............ 4,555 6,184 7,250 6,152 4913 3,155 (32,164) (45) —

Net fee and commission

income ................. 8,350 6,379 5,268 5,177 4,503 1,886 1,691 388 33,642
Net trading gain/(loss) ...... 155 171 118 20 73 58 494 (195) 894
Dividend income . .......... — — — 23 19 — — 33 75
Net gain arising from

investment securities . . . . .. — — — 66 8 — 380 1 455
Other operating

income/(loss) . ........... 178 99 120 95 174 31 (286) 449 860
Operating income ......... 30,204 21,794 23,098 23,275 23,745 8,774 20,697 2,138 153,725
Operating expenses . ........ (9,797) (7,353) 8,277)  (9,374) (8,989) (3,905) (3,053) (969) (51,717)
Impairment losses .......... (3,806) (1,880) (767)  (1,618) (1,584) (482) 331 (18) (9,824)
Share of profit of associates

and jointly controlled

entities .. ............. .. — — — — — — — 10 10
Profit beforetax .......... 16,601 12,561 14,054 12,283 13,172 4,387 17,975 1,161 92,194
Other segments information:
Capital expenditure . ........ 627 386 630 558 649 308 502 85 3,745
Depreciation and

amortisation ............ 968 690 854 1,034 906 449 821 50 5,772

As at 30 June 2010

Segment assets . ........... 1,955,558 1,601,845 1,779,116 1,624,240 1,612,605 678,274 4,569,888 253,598 14,075,124
Deferred tax assets ......... 10,766
Elimination ............... (3,849,909)
Total assets . .............. 10,235,981
Segment liabilities ......... 1,945,220 1,594,826 1,770,167 1,616,055 1,605,550 675,695 4,069,532 228,332 13,505,377
Deferred tax liabilities ... ... 315
Elimination ............... (3,849,909)
Total liabilities ............ 9,655,783
Credit commitments . ... ... 506,045 307,897 471,499 282511 256,325 127,238 12,001 41,594 2,005,110
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Six months ended 30 June 2009

Yangtze Pearl North
River Delta River Delta Bohai Rim Central Western Eastern Head Office Overseas Total
Net interest income . ...... 21,157 13,749 17,006 16,536 17,312 6,291 9,217 1,200 102,468
—External ........... 15,569 7,476 8,493 9,788 12,286 2,598 44,992 1,266 102,468
—Internal ............ 5,588 6,273 8,513 6,748 5,026 3,693 (35,775) (66) —

Net fee and commission

income ................ 5,966 4,285 3,709 3,829 3,242 1,219 981 191 23,422
Net trading gain/(loss) . .. ... 34 84 32 18 50 23 (33) 1,085 1,293
Dividend income .......... — — 5 25 4 — 4 16 54
Net gain/(loss) arising from

investment securities . . ... — — 1 313 348 114 2,696 (14) 3,458
Other operating

income/(loss) ........... 195 50 137 99 257 51 (139) 120 770
Operating income ........ 27,352 18,168 20,890 20,820 21,213 7,698 12,726 2,598 131,465
Operating expenses . ....... (8,959) (6,472) (7,429) (8,234)  (8,092) (3,443) (2,606) (950) (46,185)
Impairment losses ......... (3,784) (1,860) (1,091) (2,034) (1,330) (394) (1,818) (508) (12,819)
Share of profit of associates

and jointly controlled

entities ................ — — — — — — — 8 8
Profit beforetax .......... 14,609 9,836 12,370 10,552 11,791 3,861 8,302 1,148 72,469
Other segments

information:
Capital expenditure ........ 725 449 946 795 778 468 393 53 4,607
Depreciation and

amortisation . ........... 909 660 782 924 815 389 807 41 5,327

As at 31 December 2009

Segment assets ........... 1,890,649 1,462,959 1,675,219 1,500,338 1,508,896 642,640 4,418,463 234,460 13,333,624
Deferred tax assets .. ....... 10,790
Elimination .............. (3,721,059)
Total assets .............. 9,623,355
Segment liabilities ........ 1,888,969 1,460,261 1,670,431 1,497,353 1,505,890 641,924 3,910,613 209,737 12,785,178
Deferred tax liabilities . . . ... 216
Elimination .............. (3,721,059)
Total liabilities . ........... 9,064,335
Credit commitments .. .... 475,571 318,201 431,592 240,055 223,893 115,788 14,956 41,417 1,861,473

(2) Business segments

Business segments, as defined for management reporting purposes, are as follows:

Corporate banking

This segment represents the provision of a range of financial products and services to corporations,
government agencies and financial institutions. The products and services include corporate loans, trade
financing, deposit taking activities, agency services, financial consulting and advisory services, cash management
services, remittance and settlement services, custody services and guarantee services, etc.

Personal banking

This segment represents the provision of a range of financial products and services to individual customers.
The products and services comprise personal loans, deposit taking activities, card business, personal wealth
management services, remittance services and securities agency services, etc.
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Treasury business

This segment covers the Group’s treasury operations. The treasury enters into interbank money market
transactions, repurchase and resale transactions, and invests in debt securities. It also trades in derivatives and
foreign currency for its own account. The treasury carries out customer-driven derivatives, foreign currency and
precious metal trading. Its function also includes the management of the Group’s overall liquidity position,
including the issuance of debt securities.

Others

Others represent equity investments and the revenues, results, assets and liabilities of overseas branches and
subsidiaries.

Six months ended 30 June 2010

Corporate Personal Treasury

banking banking business Others Total

Net interestincome . ........................ 63,480 33,428 19,419 1,472 117,799

—External ............ ... ... ... ... .... 71,418 (3,448) 48,020 1,809 117,799

—Internal ......... ... ... ... ... ... .... (7,938) 36,876 (28,601) (337) —
Net fee and commission income ............... 15,388 11,325 6,342 587 33,642
Net trading (loss)/gain ....................... 2) 179 915 (198) 894
Dividendincome ........................... — — — 75 75
Net gain arising from investment securities . ... ... — — 339 116 455
Other operating income/(loss) ................. 120 139 (298) 899 860
Operatingincome . ......................... 78,986 45,071 26,717 2,951 153,725
Operating eXpenses ... .........oeeeeuenenen.. (21,311)  (26,751) (1,705) (1,950) (51,717)
Impairmentlosses . .......... ... ... (8,750) (1,234) 357 (197) (9,824)
Share of profit of associates and jointly controlled

ENLIES . .t i — — — 10 10
Profit beforetax ........................... 48,925 17,086 25,369 814 92,194
Other segments information:
Capital expenditure . ........................ 1,106 2,442 151 46 3,745
Depreciation and amortisation ................. 1,705 3,764 233 70 5,772
As at 30 June 2010

Segmentassets ............................ 4,212,837 1,236,850 4,552,102 290,106 10,291,895
Deferred tax assets . ..., 10,766
Elimination ............... .. ... ... ... . ..., (66,680)
Total assets . ..., 10,235,981
Segment liabilities . . . ....................... 4,926,139 4,324,065 134,113 337,831 9,722,148
Deferred tax liabilities ....................... 315
Elimination . .......... ... ... . ... ... ........ (66,680)
Total liabilities . ............ ... .. ... . .... 9,655,783
Credit commitments . ....................... 1,707,286 256,230 — 41,594 2,005,110
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Six months ended 30 June 2009

Corporate Personal Treasury
banking banking business Others Total
Netinterestincome . ......................... 61,418 30,290 9,714 1,046 102,468
—External ............ ... .. .. ... ... ... 74,067 (15,182) 42,222 1,361 102,468
—Internal .......... ... ... . ... ... ....... (12,649) 45,472 (32,508) (315) —
Net fee and commission income . ............... 9,988 7,849 5,283 302 23,422
Net trading (loss)/gain .......... ... ... ....... (152) 41 306 1,098 1,293
Dividendincome ............................ — — — 54 54
Net gain arising from investment securities . ....... — — 2,680 778 3,458
Other operating income/(loss) .................. 236 49 (134) 619 770
Operatingincome ........................... 71,490 38,229 17,849 3,897 131,465
Operating eXpenses . ... ......cuoeeuerenenenn.n (19,428)  (23,332) (1,642) (1,783)  (46,185)
Impairment losses . .................ciii... (8,474) (1,749) (2,123) 473)  (12,819)
Share of profit of associates and jointly controlled
ENLIES . ot v — — — 8 8
Profit beforetax ............................ 43,588 13,148 14,084 1,649 72,469
Other segments information:
Capital expenditure .......................... 1,426 2,930 200 51 4,607
Depreciation and amortisation .................. 1,649 3,388 231 59 5,327
As at 31 December 2009
Segmentassets ......................... ..., 3,879,101 1,073,608 4,449,759 257,851 9,660,319
Deferred tax assets . ..., 10,790
Elimination . ............. ... ... ... .. .. (47,754)
Total @assets . ... 9,623,355
Segment liabilities . . . ........................ 4,723,263 4,002,153 101,545 284912 9,111,873
Deferred tax liabilities ........................ 216
Elimination . ......... ... .. ... (47,754)
Total liabilities . ........... ... .. ... ....... 9,064,335
Credit commitments .. ....................... 1,573,849 249,504 — 38,120 1,861,473
53 PLEDGED ASSETS
(1) Assets pledged as security
(a) Carrying value of pledged assets analysed by asset type
Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Pledged deposits . ......ooii i 733 342 733 342
Loans ... 2,000 — 5,040 2,625
Financial institutionbonds ........... ... .. ... .. ... ... .... 591 @ 591 579
Total ... 3,324 921 6,364 3,546
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(b) Carrying value of pledged assets analysed by classification

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Deposits with banks and non-bank financial institutions ............ 733 342 733 342
Loans and advances to CUStOMErS . .. ... .o viiii e 2,000 — 5,040 2,625
Available-for-sale financial assets . ............ ... . ... . ... .. 591 57_9 591 579
Total .. 3,324 & 6,364 3,546

(2) Collateral accepted as securities for assets

The Group conducts resale agreements under usual and customary terms of placements, and holds collateral
for these transactions. As at 30 June 2010 and 31 December 2009, the Group did not hold for resale agreements
any collateral which it was permitted to sell or repledge in the absence of default for the transactions.

54 ENTRUSTED LENDING BUSINESS

Group and Bank
30 June 31 December
2010 2009
Entrusted [0ans ... ... 690,961 609,565
Entrusted funds . . ... .. 690,961 609,565

55 COMMITMENTS AND CONTINGENT LIABILITIES
(1) Credit commitments

Credit commitments take the form of approved loans with signed contracts, credit card limits, financial
guarantees and letters of credit. As at the end of reporting period, the contractual amounts of these credit
commitments are shown in the table below. The amounts of loan and credit card commitments represent the cash
outflows should the contracts be fully drawn upon. Those of guarantees and letters of credit represent the
maximum potential loss that would be recognised if counterparties failed completely to perform as contracted.
Acceptances comprise undertakings by the Group to pay bills of exchange drawn on customers. The Group
expects most acceptances to be settled simultaneously with the reimbursement from the customers.

The Group assesses and makes allowance for any probable losses accordingly. As the facilities may expire
without being drawn upon, the contractual amounts set out in the following table do not represent expected future
cash outflows.

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009

Loan commitments . . ... ..o 620,676 527,627 617,916 523,188
—with original maturity within 1 year ............. 99,612 84,261 97,128 80,050
—with original maturity of 1 yearorover . .......... 521,064 443,366 520,788 443,138
Credit card commitments . .. ..........vvuiiunnnn.. 268,233 260,656 247,479 240,391
888,909 788,283 865,395 763,579

Bank acceptances . ............. .. 372,374 339,354 372,268 339,240
Financing guarantees ..................c.ouunenan.. 159,276 149,750 158,806 153,468
Non-financing guarantees ....................euen... 433,164 415,342 433,102 415,277
Sight letters of credit ............. ... .. ... .. ....... 53,388 47,091 53,388 47,091
Usance lettersof credit . . ........... . ... . ... 70,996 72,373 70,420 72,480
Others . ..o 27,003 49,280 26,976 49,604

............................................ 2,005,110 1,861,473 1,980,355 1,840,739
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(2) Credit risk-weighted amount

The credit risk-weighted amount refers to the amount as computed in accordance with the rules set out by
the CBRC and depends on the status of the counterparty and the maturity characteristics. The risk weights used
range from 0% to 100% of contingent liabilities and commitments.

Group Bank

30 June 31 December 30 June 31 December
2010 2009 2010 2009

Credit risk-weighted amount of contingent liabilities and
COMMUILMENTS . . o vttt ettt e e et e 936,150 898,284 935,087 897,511

(3) Operating lease commitments

As at the end of the reporting period, the future minimum lease payments under non-cancellable operating
leases for property and equipment are as follows:

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Withinone year . ...t 2,881 3,012 2,623 2,760
After one year but within twoyears ........................ 2,327 2,293 2,158 2,112
After two years but within three years ...................... 1,768 1,822 1,678 1,706
After three years but within five years ...................... 1,922 2,319 1,902 2,249
Afterfive years ....... ... 1,306 1,767 1,306 1,442
Total ... e 10,204 11,213 9,667 10,269

(4) Capital commitments

As at the end of the reporting period, the Group and the Bank had capital commitments as follows:

Group Bank
30 June 31 December 30 June 31 December
2010 2009 2010 2009
Contracted for . ........ . 3,106 5,511 2,767 5,394
Authorised but not contracted for . .................. .. ..... 4,634 1,652 4,633 1,635
Total ... 7,740 7,163 7,400 7,029

(5) Underwriting obligations

As at 30 June 2010, the unexpired underwriting commitments of the Group and the Bank were nil (as at
31 December 2009: RMB3,890 million).

(6) Redemption obligations

As an underwriting agent of PRC government bonds, the Group has the responsibility to buy back those
bonds sold by it should the holders decide to early redeem the bonds held. The redemption price for the bonds at
any time before their maturity date is based on the coupon value plus any interest unpaid and accrued up to the
redemption date. Accrued interest payables to the bond holders are calculated in accordance with relevant rules
of the MOF and the PBOC. The redemption price may be different from the fair value of similar instruments
traded at the redemption date.
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The redemption obligations, which represent the nominal value of government bonds underwritten and sold
by the Group and the Bank, but not yet matured as at 30 June 2010, were RMB80,333 million (as at 31 December
2009: RMB&81,424 million).

(7) Outstanding litigation and disputes

As at 30 June 2010, the Group was the defendant in certain pending litigation and disputes with gross claims
of RMB2,467 million (as at 31 December 2009: RMB2,418 million). Provisions have been made for the
estimated losses arising from such litigations based upon the opinions of the Group’s internal and external legal
counsels (Note 42). The Group considers that the provisions made are reasonable and adequate.

(8) Provision against commitments and contingent liabilities

The Group and the Bank assessed and made provisions for any probable outflow of economic benefits in
relation to the above commitments and contingent liabilities in accordance with relevant accounting policies.

56 RELATED PARTY RELATIONSHIPS AND TRANSACTIONS
(1) Transactions with parent companies and their affiliates

The parent companies of the Group are CIC and Huijin. As at 30 June 2010 and 31 December 2009, Huijin
directly held 57.09% shares of the Bank. The affiliates of the parent companies include subsidiaries, associates or
jointly controlled entities of Huijin and those companies who are under parent companies and have related party
relationships with the Group.

Approved by the State Council, CIC was established on 29 September 2007 with a registered capital of
USD200 billion. As a wholly owned subsidiary of CIC, Huijin exercises its rights and takes obligations as an
investor on behalf of PRC government. Huijin was incorporated on 16 December 2003 as a wholly state-owned
investment company with the approval of the State Council. It was registered in Beijing with a registered capital
of RMB552,117 million. Its principal activities are equity investments as authorised by the State Council,
without engaging in other commercial operations.

The Group’s transactions with parent companies and their affiliates mainly include deposit taking, entrusted
asset management, operating leases, lending, purchase and sale of debt securities, money market transactions and
interbank clearing. These transactions are conducted in the normal and ordinary course of the business and under
normal commercial terms.

The Group has issued subordinated bonds with a nominal value of RMB80 billion. These are bearer bonds
and tradable in secondary market. Accordingly, the Group has no information in respect of the amount of the
bonds held by the affiliates of parent companies as at the end of the reporting period.

(a) Transactions with parent companies

In the ordinary course of the business, transactions that the Group entered into with parent companies are as
follows:

Amounts of transactions

Six months ended 30 June

2010 2009
Ratio to similar Ratio to similar
Amount transactions Amount transactions
Interestexpense .............. ... 11 0.02% 87 0.13%
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Balances outstanding as at the end of the reporting period

As at 30 June 2010 As at 31 December 2009

Ratio to similar Ratio to similar
Note Balance transactions Balance transactions

Deposits from banks and non-bank financial

INSLITUEONS . . o vttt et e e — — 688 0.09%
Deposits from customers . ........................ 2,004 0.02% 2,508 0.03%
Interestpayable .. ....... .. .. ... . . ... 1 0.00% 21 0.04%
Other liabilities .. ...........co i, 1) 26,948 38.49% — —

(i) Other liabilities as at 30 June 2010 represent cash dividend payable to Huijin approved by 2009 Annual General Meeting.

(b) Transactions with the affiliates of parent companies

In the ordinary course of the business, transactions that the Group entered into with the affiliates of parent
companies are as follows:

Amounts of transactions

Six months ended 30 June

2010 2009
Ratio to similar Ratio to similar
Amount transactions Amount transactions
INnterest iNCOME . . ..o oot 7,174 3.99% 6,201 3.68%
Interest eXpense .. .........iiii i 534 0.86% 689 1.04%
Fee and commisSsion iNCOME .. ............vviiiinnnnnn. 26 0.07% 45 0.18%
Fee and commission eXpense .. .............oouueeneen .. 168 16.28% 89 9.18%
Other operating income, net . ................veueuen.... 4 0.47% 1 0.13%
Operating EXpenSes . .. .. vvveuer et nene e 490 0.95% 341 0.74%
Balances outstanding as at the end of the reporting period
As at 30 June 2010 As at 31 December 2009
Ratio to similar Ratio to similar
Balance transactions Balance transactions
Deposits with banks and non-bank financial institutions . . . . 10,649 13.59% 33,245 32.86%
Placements with banks and non-bank financial
INSHIEULIONS . . oottt e et e e 3,950 26.69% 8,165 36.75%
Financial assets at fair value through profit or loss ........ 8,376 20.94% 3,795 20.11%
Positive fair value of derivatives ...................... 462 4.32% 213 2.25%
Financial assets held under resale agreements ............ 1,370 0.53% 2,005 0.34%
Interestreceivable . ......... ... . ... . ... 6,977 16.43% 4,860 12.05%
Loans and advances to Customers . ..................... 2,741 0.05% 1,586 0.03%
Available-for-sale financial assets ..................... 72,960 10.04% 69,457 10.66%
Held-to-maturity investments . ........................ 332,778 20.12% 297,382 21.11%
Debt securities classified as receivables . ................ 37,419 8.18% 43,103 8.63%
Other assets . . ..ottt 157 0.69% 157 1.15%
Deposits from banks and non-bank financial institutions ... 59,291 8.77% 99,152 12.80%
Placements from banks and non-bank financial
INSHIEULIONS . . oottt e e e e 15,384 17.50% 12,338 32.37%
Negative fair value of derivatives . ..................... 212 2.24% 132 1.54%
Deposits from customers ...............c.coii.. 6,206 0.07% 5,989 0.07%
Interestpayable . ....... .. .. .. ... . .. . 73 0.11% 170 0.29%
Other liabilities .. ...t e 521 0.74% 372 1.81%
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(2) Transactions with associates and jointly controlled entities of the Group

Transactions between the Group and its associates and jointly controlled entities are conducted in the
normal and ordinary course of the business and under normal commercial terms.

In the ordinary course of the business, transactions that the Group entered into with its associates and jointly
controlled entities are as follows:
Amounts of transactions

Six months ended 30 June
2010 2009

INterest INCOMIE . . . . oot e e 1 3

Balances outstanding as at the end of the reporting period

30 June 2010 31 December 2009

Loans and advances tO CUSTOMETS . . ...t vt ettt et e et e e 569 211
Deposits from CUSTIOMETS . .. ..ottt ettt 200 442

(3) Transactions between the Bank and its subsidiaries

Transactions between the Bank and its subsidiaries are conducted in the normal and ordinary course of the
business and under normal commercial terms. All the inter-group transactions and inter-group balances are
eliminated when preparing the consolidated financial statements as mentioned in Note 2(3).

In the ordinary course of the business, transactions that the Bank entered into with its subsidiaries are as
follows:

Six months ended

30 June

2010 2009
INerest INCOMIE . . . . oottt et e e e e e e e e e e e 31 61
INEETESE EXPEIISE . . o v vt ettt et e et e e e e e e 6 81
Fee and commiSSion INCOME . . . . ..ottt et et e e e e e e e e 48 24
Dividend iNCOME . . . . ..ot 33 —
Other operating iNCOME, NEL . . . ...ttt ettt e e e e e et e e e 6 7
OPETAtING EXPEIISES .+« .« o v v v et et ettt et e e et e e e e e e e e e e 2 —

Balances outstanding as at the end of the reporting period are presented in Note 33.

For the six months ended 30 June 2010, the total maximum guarantee limit of guarantee letters issued by the
Bank with its subsidiaries as beneficiary is RMB4,081 million (for the six months ended 30 June 2009:
RMB4,238 million).

For the six months ended 30 June 2010, the transactions between subsidiaries of the Group are mainly
lending, deposit taking and other ordinary receivables and payables. As at 30 June 2010, the balances of the
above transactions were RMBI174 million, RMB458 million and RMB155 million respectively, and the
corresponding interest income and interest expense were RMB4 million.
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(4) Transactions with other PRC state-owned entities

State-owned entities refer to those entities directly or indirectly owned by the PRC government through its
government authorities, agencies, affiliations and other organisations. Transactions with other state-owned
entities include but are not limited to: lending and deposit taking; taking and placing of interbank balances;
entrusted lending and other custody services; insurance and securities agency, and other intermediary services;
sale, purchase, underwriting and redemption of bonds issued by other state-owned entities; purchase, sale and
leases of property and other assets; and rendering and receiving of utilities and other services.

These transactions are conducted in the ordinary course of the Group’s banking business on terms similar to
those that would have been entered into with non-state-owned entities. The Group’s pricing strategy and approval
processes for major products and services, such as loans, deposits and commission income, do not depend on
whether the customers are state-owned entities or not. Having due regard to the substance of the relationships,
the Group is of the opinion that none of these transactions are material related party transactions that require
separate disclosure.

(5) Key management personnel

Key management personnel are those persons having authorities and responsibilities for planning, directing
and controlling the activities of the Group, directly or indirectly, including directors, supervisors and senior
executives. The Group enters into banking transactions with key management personnel in the normal course of
business. For the six months ended 30 June 2010 and for the year ended 2009, there were no material transactions
and balances with key management personnel on an individual basis.

(6) Loans and advances to directors, supervisors and senior executives

The Group had no material balance of loans and advances to directors, supervisors and senior executives as
at 30 June 2010 and 31 December 2009. Those loans and advances to directors, supervisors and senior executives
were conducted in the normal and ordinary course of the business and under normal commercial terms or on the
same terms and conditions that are available to other employees, based on terms and conditions granted to third
parties adjusted for reduced risk.

(7) Contributions to defined contribution retirement schemes

The Group participates in various defined contribution retirement schemes organised by municipal and
provincial governments for its employees in Mainland China. For overseas employees, the Group participates in
various defined contribution retirement schemes at funding rates determined in accordance with the local
practices and regulations. The details of the Group’s defined contribution retirement schemes are described in
Note 39.

57 RISK MANAGEMENT
The Group has exposure to the following risks from its use of financial instruments:
e creditrisk
e market risk
e liquidity risk

e operational risk
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This note presents information about the Group’s exposure to each of the above risks, the Group’s
objectives, policies and processes for measuring and managing risk, and the Group’s management of capital.

The board of directors has overall responsibility for the establishment and oversight of the risk management
framework. The Board has established the Risk Management Committee, which is responsible for developing
and monitoring the risk strategy and risk management policies and evaluating the risk exposures regularly.

To identify, evaluate, monitor and manage risk, the Group has designed a comprehensive governance
framework, internal control policies and procedures. The Chief Risk Officer, who reports directly to the
President, is responsible for the Group’s overall risk management. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions, products and services offered. The Group, through its
training and standardised and procedural management, aims to develop a disciplined and constructive control
environment, in which all employees understand their roles and obligations.

The Audit Committee is responsible for monitoring and evaluating internal controls, and monitoring the
compliance of core businesses sectors and their management procedures. The Audit Committee is assisted in
these functions by Audit Department. Audit Department undertakes both regular and ad-hoc reviews of risk
management controls and procedures, the results of which are reported to the Audit Committee.

(1) Credit risk

Credit risk represents the financial loss that arises from the failure of a debtor or counterparty to discharge
its contractual obligations or commitments to the Group.

Credit business

The Risk Management Department, under the supervision of the Chief Risk Officer, is responsible for
establishing credit risk management policies and performing credit risk measurement and analysis. The Credit
Management Department is responsible for monitoring the implementation of credit risk management policies
and coordinating credit approval and credit ratings activities. The Credit Management Department works
together with the Corporate Banking Department, the Institutional Banking Department, the International
Business Department, the Housing Finance & Personal Lending Department, the Credit Card Centre, the Special
Assets Resolution Department and the Legal and Compliance Department to implement credit risk management
policies and procedures.

With respect to the credit risk management of corporate and institutional business, the Group has sped up
the adjustment of its credit portfolio structure, enhanced post-lending monitoring, and refined the industry-
specific guideline and policy baseline for credit approval. Management also fine-tuned the credit acceptance and
exit policies, and optimised its economic capital and credit risk limit management. All these policies have been
implemented to improve the overall asset quality.

The Group manages credit risk throughout the entire credit process including pre-lending evaluations, credit
approval and post-lending monitoring. The Group performs pre-lending evaluations by assessing the entity’s
credit ratings based on internal rating criteria and assessing the risk and rewards with respect to the proposed
project. Credit approvals are granted by designated Credit Approval Officers. The Group continually monitors
loans, particularly those related to targeted industries, geographical segments, products and clients. Any adverse
events that may significantly affect a borrower’s repayment ability are reported immediately and measures are
implemented to prevent and control risks.
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In 2010, the Group has put further emphasis on the importance of segregation of duties as well as enhancing
the operating mechanism as a whole. During the process of optimising the parallel operation, the Bank has also
begun to escalate its business focus from parallel operation to post-lending management. The centralised risk
management was also expedited in the cities where the first-tier branches are located, and the Bank will continue
to explore the specialised and intensive risk management methodology suitable for city branches’ operation and
reallocate resources to improve the quality and efficiency.

With respect to the personal credit business, the Group relies on credit assessment of applicants as the basis
for loan approval. Customer relationship managers are required to assess the income level, credit history, and
repayment ability of the applicant. The customer relationship managers then forward the application and
recommendations to the loan-approval departments for consent. The Group monitors borrowers’ repayment
ability, the status of collateral and any changes to collateral value. Once a loan becomes overdue, the Group
starts the recovery process according to standard personal loan recovery procedures.

To mitigate risks, the Group requests the customers to provide collateral and guarantees where appropriate.
A fine management system and operating workflow for collateral have already been developed, and there is a
guideline to specify the suitability of accepting specific types of collateral. Collateral values, structures and legal
covenants are regularly reviewed to ensure that they still serve their intended purposes and conform to market
practices.

Loan grading classification

The Group adopts a loan risk classification approach to manage the loan portfolio risk. Loans are generally
classified as normal, special mention, substandard, doubtful and loss according to their level of risk. Substandard,
doubtful and loss loans are considered to be impaired loans and advances when one or more events demonstrate
there is objective evidence of a loss event which triggers impairment. The allowance for impairment loss on
impaired loans and advances is collectively or individually assessed as appropriate.

The core definitions of the five categories of loans and advances are set out below:
Normal: Borrowers can honour the terms of their loans. There is no reason to doubt their ability to

repay principal and interest in full on a timely basis.

Special mention: Borrowers are able to service their loans currently, although repayment may be adversely
affected by specific factors.

Substandard: Borrowers’ abilities to service their loans are in question and they cannot rely entirely on
normal business revenues to repay principal and interest. Losses may ensue even when
collateral or guarantees are invoked.

Doubtful: Borrowers cannot repay principal and interest in full and significant losses will need to be
recognised even when collateral or guarantees are invoked.

Loss: Principal and interest of loans cannot be recovered or only a small portion of them can be
recovered after taking all possible measures or resorting to all necessary legal procedures.
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Treasury business

For risk management purposes, credit risk arising on debt securities and exposures relating to the Group’s
derivatives portfolio is managed independently and information thereon is disclosed in Note 57(1)(g) and
(1)(h) below. The Group sets credit limits for treasury activities and monitors them regularly with reference to

the fair values of the relevant financial instruments.

(a) Maximum credit risk exposure

The maximum exposure to credit risk as at the end of the reporting period without taking into consideration
any collateral held or other credit enhancement is represented by the carrying amount of each type of financial
assets in the statement of financial position after deducting any impairment allowance. A summary of the

maximum exposure is as follows:

Group Bank
30 June 2010 31 December 2009 30 June 2010 31 December 2009

Deposits with central banks ................. 1,559,183 1,418,252 1,555,958 1,415,172
Deposits with banks and non-bank financial

INSHLUtions . ........ ... ... 78,348 101,163 79,539 100,679
Placements with banks and non-bank financial

INSHLUtions . .............. ... 14,801 22,217 19,598 23,143
Financial assets at fair value through profit or

JOSS « o 32,846 14,517 28,408 10,251
Positive fair value of derivatives .. ............ 10,704 9,456 9,266 7,730
Financial assets held under resale agreements . . . 257,349 589,606 257,349 588,706
Interest receivable . ........... ... .. ... ..... 42,477 40,345 42,211 40,129
Loans and advances to customers ............. 5,215,973 4,692,947 5,131,396 4,626,024
Available-for-sale financial assets ............ 707,635 626,763 706,712 627,598
Held-to-maturity investments ................ 1,653,955 1,408,873 1,653,367 1,408,465
Debt securities classified as receivables ........ 457,707 499,575 457,707 499,575
Others ....... ... .. . . . 17,862 8,436 35,189 28,068
Total ....... ... . . 10,048,840 9,432,150 9,976,700 9,375,540
Credit commitments ....................... 2,005,110 1,861,473 1,980,355 1,840,739
Maximum credit risk exposure ............... 12,053,950 11,293,623 11,957,055 11,216,279
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(b) Distribution of loans and advances to customers in terms of credit quality is analysed as follows:

Note

Impaired

Individually assessed

Grossbalances .. .....................
Allowances for impairment losses . ......

Netbalances ........................

Collectively assessed
Grossbalances . ......................
Allowances for impairment losses . ......

Netbalances ........................

Overdue but not impaired .............. 1)

Grossbalances .......................
—within3months ................
—3to6bmonths ..................

Allowances for impairment losses ....... (i)

Netbalances ........................

Neither overdue nor impaired
Grossbalances .. .....................
—Unsecured loans ...............
—~Guaranteed loans .. .............
—Loans secured by tangible assets
other than monetary assets .. ...
—Loans secured by monetary
assets ...l
Allowances for impairment losses . ...... (i)

Netbalances ........................

Group

Bank

30 June 2010 31 December 2009 30 June 2010 31 December 2009

57,760 64,794 57,685 64,717
(42,045) (46,360) (41,993) (46,308)
15,715 18,434 15,692 18,409
7,408 7,362 7,266 7,208
(4,563) (4,838) (4,548) (4,832)
2,845 2,524 2,718 2,376
18,532 17,472 18,364 17,270
18,532 15,183 18,364 14,981
— 2,289 — 2,289
(855) (1,328) (855) (1,328)
17,677 16,144 17,509 15,942
5,265,682 4,730,145 5,180,753 4,662,940
1,420,209 1,287,097 1,400,892 1,273,397
1,115,563 970,460 1,091,546 956,733
2,224,258 2,011,662 2,186,500 1,974,642
505,652 460,926 501,815 458,168
(85,946) (74,300) (85,276) (73,643)
5,179,736 4,655,845 5095477 4,589,297
5,215,973 4,692,947 5,131,396 4,626,024

(i) Within loans and advances that are overdue but not impaired which are subject to individual assessment, the portion covered or not
covered by collateral and the fair value of those collateral held are shown as follows:

The fair value of collateral held against loans and advances

(i) These allowances are assessed collectively.
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(c) Loans and advances to customers analysed by economic sector concentrations

Group

Operations in Mainland China
Corporate loans and advances ............
—Manufacturing ..................
—Transportation, storage and postal
SEIVICES v vt
—Production and supply of electric
power, gas and water ...........
—Realestate . ............. .. ...,
—Leasing and commercial services . . ..
—Water, environment and public utility
management ..................
—Wholesale and retail trade .........
—Construction .. ............. ...
—Mining . ...
—Education ........ ... ... L
—Telecommunications, computer
services and software ...........
—Others .......... ... ... .
Personal loans and advances ............
Discounted bills . ......................

Total loans and advances to customers in
Mainland China ....................

Overseas operations
Corporate loans and advances ............
—Realestate . .....................
—Manufacturing ..................
—Wholesale and retail trade .........
—Transportation, storage and postal
SEIVICES v vvv e
—Production and supply of electric
power, gas and water ...........
—Telecommunications, computer
services and software ...........
—Leasing and commercial services . . . .
—Others .......... ... ... .
Personal loans and advances ............
Discounted bills . ......................

Total loans and advances to customers
OVEISEAS .. ..o viiein

Total gross loans and advances to
Customers . .........................

As at 30 June 2010 As at 31 December 2009

Balance Balance

Gross secured by Gross secured by

balance % collateral balance % collateral
3,737,338 72.15% 1,547,271 3,351,315 71.79% 1,446,451
931,077 17.98% 340,015 803,302 17.21% 306,543
593,086 11.45% 241,022 519,078 11.12% 224,119
500,143  9.66% 122,659 486,094 10.41% 121,882
378,611 7.31% 319,698 358,651 7.68% 308,652
349,065 6.74% 133,945 303,380 6.50% 117,459
212,819  4.11% 93,705 206,175 4.42% 94,603
188,014  3.63% 81,198 146,693  3.14% 75,727
134,670  2.60% 49,763 116,379 2.49% 43,594
122,117  2.36% 22,200 104,019 2.23% 18,453
101,823 1.97% 38,907 93,351 2.00% 35,035
23,548  0.45% 7,369 25,249  0.54% 7,158
202,365 3.89% 96,790 188,944  4.05% 93,226
1,247,708 24.09% 1,179,426 1,088,459 23.32% 1,025,887
194,644  3.76% — 228361 4.89% —
5,179,690 100.00% 2,726,697 4,668,135 100.00% 2,472,338
146,406 86.28% 39,779 128,276 84.60% 40,414
34,201 20.15% 18,556 30,221 19.93% 18,613
24224  14.28% 2,943 22,980 15.15% 3,562
22,081 13.01% 1,464 18,051 11.90% 3,098
15,923  9.38% 5,772 21,528 14.20% 5,604
9,178 5.41% 1,576 8,260 5.45% 1,622
2,641 1.56% 128 3,343 2.20% 557
2,054 121% 988 4982  3.29% 2,518
36,104 21.28% 8,352 18,911 12.48% 4,840
22,688 13.37% 17,244 22,976 15.15% 17,907
598  0.35% — 386 0.25% 15
169,692 100.00% 57,023 151,638 100.00% 58,336

2,783,720 4,819,773

5,349,382
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Bank

Operations in Mainland China
Corporate loans and advances
—Manufacturing
—Transportation, storage and postal
services
—Production and supply of electric
power, gas and water
—Real estate
—Leasing and commercial services . .
—Water, environment and public
utility management
—Wholesale and retail trade
—Construction
—Mining
—Education
—Telecommunications, computer
services and software
—Others
Personal loans and advances
Discounted bills

Total loans and advances to customers in
Mainland China

Overseas operations
Corporate loans and advances
—Manufacturing
—Real estate
—Wholesale and retail trade
—Transportation, storage and postal
services
—Production and supply of electric
power, gas and water
—Leasing and commercial services . .
—Telecommunications, computer
services and software
—Others
Personal loans and advances
Discounted bills

Total loans and advances to customers
OVEIS@AS . . . .ot eei e

Total gross loans and advances to
customers

As at 30 June 2010 As at 31 December 2009

Balance Balance

Gross secured by secured by

balance % collateral Gross balance % collateral
3,714,616 72.06% 1,542,603 3,339,444 71.74% 1,444,114
921,070 17.87% 338,059 798,035 17.14% 306,516
589,792 11.44% 241,022 517,698 11.12% 222,799
495,887  9.62% 122,058 483,231  10.38% 121,607
375,152 7.28% 317,609 356,970 7.67% 307,949
349,065 6.77% 133,945 303,355 6.52% 117,459
212,819  4.13% 93,705 206,175 4.43% 94,603
188,004  3.65% 81,191 146,688 3.15% 75,727
134292  2.61% 49,758 116,194 2.50% 43,589
120910 2.35% 22,198 103,597 2.23% 18,453
101,818  1.98% 38,907 93,351 2.01% 35,035
23,548  0.46% 7,369 25,249 0.54% 7,158
202,259  3.90% 96,782 188,901 4.05% 93,219
1,245,606 24.16% 1,178,297 1,087,167 23.35% 1,025,289
194,644  3.78% — 228,361 4.91% —
5,154,866 100.00% 2,720,900 4,654,972 100.00% 2,469,403
108,586 99.43% 21,101 96,762  99.58% 21,365
21,278 19.48% 2,236 19,291  19.85% 2,845
18,777 17.19% 4,645 14,706  15.14% 4,680
15,545 14.24% 51 12,342 12.70% 1,757
13,354 12.23% 5,697 20,531 21.13% 5,531
8,961 8.21% 1,576 7,980 8.21% 1,622
2,050 1.88% 984 4,930 5.07% 2,512
2,029  1.86% 112 3,140 3.23% 541
26,592 24.34% 5,800 13,842  14.25% 1,877
18 0.02% 18 15 0.02% —
598  0.55% — 386 0.40% 15
109,202 100.00% 21,119 97,163 100.00% 21,380

2,742,019 4,752,135

5,264,068
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As at the end of the reporting period and during the respective period/year, detailed information of the
Group’s impaired loans and advances to customers as well as the corresponding allowances for impairment
losses in respect of economic sectors which constitute 10% or more of total gross loans and advances to

customers are as follows:

As at 30 June 2010
Allowance for impairment losses Charge Written-off
Gross  Individual  Collective during the during the
balance assessment assessment Subtotal period period
Manufacturing . ............. . .. ... 19,593  (14,934) (17,960) (32,894) 3,781 1,316
Transportation, storage and postal
SEIVICES . vvvviien e 2,847 (2,200) (10,417) (12,617) 779 5
As at 31 December 2009
Allowance for impairment losses Charge/ Written-off
Gross Individual Collective (release) during  during the
balance assessment assessment Subtotal the year year
Manufacturing . . . ................... 21,522 (15,861) (14,548) (30,409) 5,615 2,083
Transportation, storage and postal
SEIVICES v v e 10,168  (4,679)  (9,335) (14,014) 4516 236
Production and supply of electric power,
gas and Water . .................... 3991  (2,882)  (9,313) (12,195) (249) 109

As at the end of the reporting period and during the respective period/year, detailed information of the
Bank’s impaired loans and advances to customers as well as the corresponding allowances for impairment losses
in respect of economic sectors which constitute 10% or more of total gross loans and advances to customers are

as follows:
As at 30 June 2010
Allowance for impairment losses Charge Written-off
Gross Individual  Collective during the during the
balance assessment assessment Subtotal period period
Manufacturing ... ................... 19,519  (14,883) (17,824) (32,707) 3,766 1,316
Transportation, storage and postal
SEIVICES '+ v o e e e e 2,847  (2,200) (10,379) (12,579) 752 5
As at 31 December 2009
Allowance for impairment losses Charge/ Written-off
Gross  Individual  Collective (release) during  during the
balance assessment assessment Subtotal the year year
Manufacturing .. ........ ... L. 21,446  (15,810) (14,441) (30,251) 5,519 2,038
Transportation, storage and postal
SETVICES + v vvvt et 10,168 (4,679) (9,320) (13,999) 4,502 235
Production and supply of electric power,
gasandwater . .................... 3,991 (2,882) (9,284) (12,166) (256) 109
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(d) Loans and advances to customers analysed by geographical sector concentrations

Group

Yangtze River Delta . ...........
BohaiRim....................
Western . .....................
Central ......................
Pearl RiverDelta ..............
Northeastern ..................
Head office ...................
OVverseas ............couveuuenn.

Gross loans and advances to

customers ..................

Bank

Yangtze River Delta . ...........
BohaiRim....................
Western . .....................
Central ......................
Pearl River Delta ..............
Northeastern ..................
Head office ...................
OVerseas ...........couuueenunn.

Gross loans and advances to

customers ..................

As at 30 June 2010 As at 31 December 2009

Balance Balance

Gross secured by Gross secured by

balance % collateral balance % collateral
1,259,058  23.54% 730,144 1,136,447  23.58% 660,273
945,334 17.67% 423,078 859,885  17.84% 379,304
907,022  16.96% 489,915 819,337  17.00% 454,429
865,613  16.18% 438,636 782,763  16.24% 391,903
829,624  15.51% 493,264 728,639  15.12% 446,513
329,416 6.16% 151,166 299,385 6.21% 139,419
43,623 0.82% 494 41,679 0.86% 497
169,692 3.16% 57,023 151,638 3.15% 58,336
5,349,382 100.00% 2,783,720 4,819,773 100.00% 2,530,674

As at 30 June 2010 As at 31 December 2009

Balance Balance
Gross secured by Gross secured by
balance % collateral balance % collateral
1,258,649  2391% 729,976 1,136,301  23.91% 660,244
922,811 17.53% 417,929 849,067  17.87% 377,063
907,022  17.23% 489,915 819,337 17.24% 454,429
863,721 16.41% 438,156 780,564  16.43% 391,238
829,624  15.76% 493,264 728,639  15.33% 446,513
329,416 6.26% 151,166 299,385 6.30% 139,419
43,623 0.83% 494 41,679 0.88% 497
109,202 2.07% 21,119 97,162 2.04% 21,380
5,264,068 100.00% 2,742,019 4,752,134 100.00% 2,490,783

I-196



APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

As at the end of the reporting period and during the respective period/year, detailed information of impaired
loans and advances to customers as well as the corresponding allowances for impairment losses in respect of
geographic sectors which constitute 10% or more of total gross loans and advances to customers are as follows:

As at 30 June 2010 As at 31 December 2009
Allowance for Allowance for
impairment losses impairment losses

Gross Individual Collective Gross Individual  Collective
balance assessment assessment balance assessment assessment

Group

Yangtze River Delta ..................... 12,749  (8,481)  (21,215) 13,653 (8,321) (17,981)
BohaiRim ............. ... .. ... ....... 12,425  (9,672) (15,869) 14,488 (11,174) (14,623)
Central ....... ... ... . i 9,942  (6,658) (15,091) 10,706 (7,302)  (13,482)
Western . ........oiiiiii 8,106  (5,824) (16,700) 9,478 (6,636) (14,717)
Pearl RiverDelta ........................ 7,872 (5,119)  (14,472) 9,058 (5,825) (12,301)
Bank

Yangtze River Delta ..................... 12,749  (8,481)  (21,212) 13,653 (8,321) (17,980)
BohaiRim ............. ... .. ... ....... 12,425  (9,672) (15,609) 14,488 (11,174) (14,482)
Central ......... .. ... . i 9,942  (6,658) (15,071) 10,706 (7,302)  (13,459)
Western . .......ooiiiii 8,106  (5,824) (16,700) 9,478 (6,636) (14,717)
Pearl RiverDelta ........................ 7,872 (5,119)  (14,472) 9,058 (5,825) (12,301)

(e) Loans and advances to customers analysed by types of collateral

Group Bank
30 June 2010 31 December 2009 30 June 2010 31 December 2009

Unsecuredloans . . ...............covvv.... 1,432,594 1,291,942 1,413,002 1,277,924
Guaranteed loans . ............ ... . . ..., 1,133,068 997,157 1,109,047 983,428
Loans secured by tangible assets other than

MONEtary assetS . ..........ouoeueueunen... 2,272,258 2,062,981 2,234,394 2,025,848
Loans secured by monetary assets . ............ 511,462 467,693 507,625 464,935
Gross loans and advances to customers . ........ 5,349,382 4,819,773 5,264,068 4,752,135
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(f) Distribution of amounts due from banks and non-bank financial institutions in terms of credit quality is
as follows:

Amount due from banks and non-bank financial institutions includes deposits with banks and non-bank
financial institutions, placements with banks and non-bank financial institutions and financial assets held under
resale agreements of which counterparties are banks and non-bank financial institutions.

Group Bank
30 June 2010 31 December 2009 30 June 2010 31 December 2009

Individually assessed and impaired

Grossbalance .. ........ ... ... . .. 122 163 122 163
Allowances for impairment losses . . ........... (100) (149) (100) (149)
Netbalance .............. .. ... ..., 22 14 22 14
Neither overdue nor impaired
—grade Ato AAA .. ... ... L. 164,132 227,903 161,065 224,543
—grade BtoBBB ......... ... ... ... 23 125 22 59
—unrated . ... 28,121 23,444 37,177 26,411
192,276 251,472 198,264 251,013
Total ... 192,298 251,486 198,286 251,027

(g) Distribution of debt securities investments analysed by rating

The Group adopts a credit rating approach to manage the credit risk of the debt securities portfolio held by
its operations in Mainland China. Debt securities are rated with reference to Bloomberg Composite, or major
rating agencies where the issuers of the securities are located.

Group Bank
30 June 2010 31 December 2009 30 June 2010 31 December 2009

Individually assessed and impaired

Grossbalance . ............. . i 20,700 23,063 20,700 23,063
Allowances for impairment losses . .. .......... (11,011) (12,295) (11,011) (12,295)
Netbalance .............. .. ..., 9,689 10,768 9,689 10,768

Neither overdue nor impaired
Bloomberg Composite

—AAA 5,415 6,480 5,415 6,480
—AA-1OAA+ ... 2,976 3,715 2,976 3,715
—A-tOA+ . 7,147 8,177 7,147 8,177
—lowerthan A- ......... ... .. ... ... 833 815 833 815

16,371 19,187 16,371 19,187

Other agency ratings

—AAA 156,501 155,962 156,501 155,962
—AA-tOAA+ . 12,852 12,798 12,852 12,798
—A-t0OA+ . 2,624,190 2,322,456 2,624,060 2,322,356
—lowerthan A- ........ ... . ... . ... 1,025 1,343 980 973

2,794,568 2,492,559 2,794,393 2,492,089

Subtotal of debt securities held by operations in

Mainland China ............. ... ... ..... 2,820,628 2,522,514 2,820,453 2,522,044
Debt securities held by overseas operations . .. .. 31,515 27,213 25,741 23,844
Total .. ..o 2,852,143 2,549,727 2,846,194 2,545,888
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Debts securities rated from A- to A+ include those issued by the PRC government, PBOC and PRC policy
banks.

(h) Credit risk arising from the Group’s derivatives exposures

The majority of the Group’s derivatives transactions with domestic customers are hedged back-to-back with
overseas banks and non-bank financial institutions. The Group is exposed to credit risk both in respect of the
domestic customers and the overseas banks and non-bank financial institutions. The Group manages this risk by
monitoring this exposure on a regular basis.

(i) Settlement risk

The Group’s activities may give rise to settlement risk at the time of the settlement of transactions and
trades. Settlement risk is the risk of loss due to the failure of an entity to honour its obligations to deliver cash,
securities or other assets as contractually agreed. For certain types of transactions, the Group mitigates this risk
by conducting settlements through a settlement or clearing agent to ensure that a trade is settled only when both
parties have fulfilled their contractual settlement obligations.

(2) Market risk

Market risk is the risk of loss, in respect of the Group’s on and off-balance sheet activities, arising from
adverse movements in market rates including interest rates, foreign exchange rates, commodity prices, stock
prices and other prices. Market risk arises from both the Group’s trading and non-trading business.

The Risk Management Department is responsible for formulating a standardised market risk management
policies and rules and supervising the implementation of market risk management policies and rules of the Bank.
The Asset and Liability Management Department (the “ALM?”) is responsible for managing the size and structure
of the assets and liabilities in response to non-trading market risk. The Financial Market Department manages the
Head Office’s RMB and foreign currency investment portfolios, conducts proprietary and customer-driven
transactions, as well as implementing market risk management policies and rules. The Audit Department is
responsible for regularly performing independent audits of the reliability and effectiveness of the processes
constituting the risk management system.

The Group is primarily exposed to structural interest rate risk arising from interest generating commercial
banking assets and interest bearing commercial banking liabilities. Interest rate risk is inherent in many of its
businesses and largely arises from mismatches between the re-pricing dates of assets and liabilities. The Group
manages this risk through regular interest rate gap analysis.

The Group’s foreign exchange exposure mainly comprises exposures from foreign currency portfolios
within treasury proprietary investments in debt securities and money market placements, and currency exposures
from its overseas business. The Group manages its foreign exchange exposure by entering into cross currency
interest rate swaps to hedge these exposures on a portfolio basis.

The Group is also exposed to market risk in respect of its customer driven derivatives portfolio and manages
this risk by entering into back-to-back hedging transactions on a trade-by-trade basis with overseas banks and

non-bank financial institutions.

The Group considers that the market risk arising from commodity or stock prices in respect of its investment
portfolios is minimal.
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The Group monitors market risk separately in respect of trading portfolios and non-trading portfolios.
Trading portfolios include exchange rate and interest rate derivatives as well as trading securities. The historical
simulation model for the Value-at-risk (“VaR”) analysis is a major tool used by the Bank to measure and monitor
the market risk of its trading portfolio and available-for-sale debt securities. Net interest income sensitivity
analysis, interest rate repricing gap analysis and foreign exchange risk concentration analysis are the major tools
used by the Group to monitor the market risk of its overall businesses.

(a) VaR

VaR is a technique which estimates the potential losses that could occur on risk positions taken, due to
movements in market interest rates, foreign exchange rates and other market prices over a specified time horizon
and at a given level of confidence. The Risk Management Department calculates interest rate VaR for the Bank’s
debt investments as well as interest rate and exchange rate VaR for the Bank’s derivatives. By reference to
historical movements in market rates and prices, the Risk Management Department calculates VaR on a daily
basis for foreign currency portfolio and at least on a weekly basis for RMB portfolios. VaR is calculated at a
confidence level of 99% and with a holding period of one day. A summary of the VaR of the Bank’s trading
portfolio and available-for-sale debt securities as at the end of the reporting period and during the respective
period/year is as follows:

Six months ended 30 June 2010
30 June 2010 Average Maximum Minimum

RMB trading portfolio

Interestrate risk . ... .. .. ﬁ ﬁ 47 _7

RMB available-for-sale debt securities

Interestrate risk ... ... ... . i @ @ 962 E

Foreign currency trading portfolio

Interestrate risk .. ........ ... 18 23 28 20

Foreign currency risk . ....... ... 45 42 66 29

Diversification ............. ... e ﬁ ) @) (26) @)
649 68 39

Foreign currency available-for-sale debt securities

Interestraterisk . .......... .. .. ... .. 91 134 149 89
Six months ended 30 June 2009

30 June 2009 Average Maximum Minimum

RMB trading portfolio

Interestrate risk . ... ... .. 17 16 21 8

RMB available-for-sale debt securities

Interestrate riSK . ... ..o e 712 52 712 302

Foreign currency trading portfolio

Interestrate risk . ....... ... . 100 113 141 103

Foreign currency risk ........ . .. .. 444 811 1,123 442

Diversification . ............. . ... .. @ ) i4) (115) @)
463 8BS0  LI49 460

Foreign currency available-for-sale debt securities

Interestrate riSK .. ... ..ot ﬂ ﬂ 330 &6
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The above average, maximum and minimum VaR for interest rate risk, foreign currency risk and
diversification of the trading portfolio represent a breakdown of the average, maximum and minimum VaR for
the whole portfolio and not the individual average, maximum and minimum VaR for each risk within the
portfolio.

Although VaR is an important tool for measuring market risk, the assumptions on which the model is based
give rise to some limitations, including the following: (i) a 1-day holding period assumes that it is possible to
hedge or dispose of positions within that period. This is considered to be a realistic assumption in almost all cases
but may not be the case in situations in which there is severe market illiquidity for a prolonged period; (ii) a 99
percent confidence level does not reflect losses that may occur beyond this level. Even within the model used
there is one percent probability that losses could exceed the VaR; (iii) VaR is calculated on an end-of-day basis
and does not reflect exposures that may arise on positions during the trading day; (iv) the use of historical data as
a basis for determining the possible range of future outcomes may not always cover all possible scenarios,
especially those of an exceptional nature; and (v) the VaR measure is dependent upon the Bank’s position and the
volatility of market prices. The VaR of an unchanged position reduces if the market price volatility declines and
vice versa.

(b) Net interest income sensitivity analysis

In monitoring interest rate risk on its overall non-derivative financial assets and liabilities, the Bank
regularly measures its future net interest income sensitivity to an increase or decrease in market interest rates
(assuming no asymmetrical movement in yield curves and a constant financial position). An incremental 100
basis points parallel fall or rise in all yield curves, other than that applicable to balances with central banks,
would increase or decrease planned net interest income for the next twelve months from the reporting date by
RMB37,828 million (as at 31 December 2009: RMB30,230 million). Had the impact of yield curves movement
for demand deposits from customers been excluded, the planned net interest income for the next twelve months
from the reporting date would decrease or increase by RMB9,388 million (as at 31 December 2009: RMB17,285
million).

The above interest rate sensitivity is for illustration purposes only and is assessed based on simplified
assumptions. The figures here indicate estimated net interest income movements under various predicted yield
curve scenarios and subject to the Bank’s current interest rate exposures. However, account has not been taken of
the possible risk management measures that can be undertaken by the Risk Management Department or related
business departments to mitigate interest rate risk. In practice, the Risk Management Department strives to
reduce loss arising from interest rate risk while increasing its net income. These figures are estimated on the
assumption that the interest rates on various maturities will move within similar ranges, and therefore do not
reflect the potential net interest income changes in the event that interest rates on some maturities may change
and others remain unchanged. Moreover, the above estimations are based on other simplified assumptions,
including that all positions will be held to maturity and rolled over upon maturity.
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(c) Interest rate repricing gap analysis

The following tables indicate the effective interest rate (“EIR”) for the respective period/year, and the
expected next repricing dates (or maturity dates whichever are earlier) for the assets and liabilities of the Group
as at the end of the reporting period.

As at 30 June 2010
Non- Between Between
interest Lessthan3 3 months 1 year and More than
w E bearing months and 1 year 5 years 5 years Total

Assets:
Cash and deposits with central

banks .................... 1.52% 51,989 1,546,817 — — — 1,598,806
Deposits and placements with

banks and non-bank financial

institutions ............... 1.41% — 89,820 3,023 306 — 93,149
Financial assets held under resale

agreements . .............. 1.46% — 210,047 47,302 — — 257,349
Loans and advances to

CUStOMErS . ............... (i) 5.03% — 1,273,811 3,857,478 26,235 58,449 5,215,973
Investments . ................ (i) 2.80% 28,151 505,114 739,645 731,524 875,840 2,880,274
Otherassets ................. — 190,430 — — — — 190,430
Total assets ................ 3.68% 270,570 3,625,609 4,647,448 758,065 934,289 10,235,981
Liabilities:
Borrowings from central

banks .................... 1.89% — 1,344 — — — 1,344
Deposits and placements from

banks and non-bank financial

institutions . .............. 1.71% — 611,049 43,267 109,301 — 763,617
Financial liabilities at fair value

through profitorloss ....... 341% 10,850 28 — — — 10,878
Financial assets sold under

repurchase agreements ... ... 2.32% — — 2,000 — — 2,000
Deposits from customers ... ... 1.29% 30,865 6,128,972 2,020,622 411,130 112 8,591,701
Debt securities issued . ........ 3.66% — 4,725 4,642 4,844 80,506 94,717
Other liabilities .............. — 191,526 — — — — 191,526
Total liabilities . .. ........... 1.36% 233,241 6,746,118 2,070,531 525,275 80,618 9,655,783
Asset-liability gap ........... 2.32% 37,329 (3,120,509)2,576,917 232,790 853,671 580,198
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Assets:

Cash and deposits with central

banks

Deposits and placements with

banks and

institutions

non-bank financial

Financial assets held under resale

agreements

Loans and advances to

customers
Investments
Other assets

Total assets

Liabilities:

Borrowings from central

banks

Deposits and placements from

banks and

institutions

non-bank financial

Financial liabilities at fair value

through profit or loss
Deposits from customers
Debt securities issued
Other liabilities

Total liabilities . ... ..........

Asset-liability gap

As at 31 December 2009
Non- Between Between
interest  Less than 3 months 1 year and More than

EIR bearing 3months and 1year 5 years 5 years Total
1.48% 48,520 1,410,128 — — — 1,458,648
1.05% 136 78,661 33,241 11,342 — 123,380
1.18% — 453,686 135,920 — — 589,606
5.37% — 2,258,105 2,378,007 21,726 35,109 4,692,947
3.11% 30,862 277,299 985,178 613,303 673,948 2,580,590

— 178,184 — — — — 178,184
3.85% 257,702 4,477,879 3,532,346 646,371 709,057 9,623,355
1.89% — 6 — — — 6
1.73% — 673,617 29,937 109,351 — 812,905
3.62% 2,359 5,633 — — — 7,992
1.51% 41,763 5,824,497 1,710,949 415,971 8,143 8,001,323
3.81% — 11,394 4,616 24,719 570915 98,644

— 143,465 — — — — 143,465
1.55% 187,587 6,515,147 1,745,502 550,041 66,058 9,064,335
2.30% 70,115 (2,037,268) 1,786,844 96,330 642,999 559,020
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The following tables indicate the effective interest rate (“EIR”) for the respective period/year, and the
expected next repricing dates (or maturity dates whichever are earlier) for the assets and liabilities of the Bank as
at the end of the reporting period.

As at 30 June 2010
Non- Between Between
interest  Less than 3 months 1 year and More than
Note % bearing 3 months and 1 year  5years 5 years Total

Assets:
Cash and deposits with central

banks .................. 1.53% 51,780 1,543,592 — — — 1,595,372
Deposits and placements with

banks and non-bank

financial institutions ...... 1.43% — 92,148 6,653 336 — 99,137
Financial assets held under

resale agreements ........ 1.47% — 210,047 47,302 — — 257,349
Loans and advances to

customers .............. (i) 5.04% — 1,216,936 3,831,206 24,965 58,289 5,131,396
Investments ............... (i) 2.80% 25,385 502,562 739,407 728,451 875,774 2,871,579
Otherassets . .............. — 204,433 — — — — 204,433
Total assets .............. 3.68% 281,598 3,565,285 4,624,568 753,752 934,063 10,159,266
Liabilities:
Borrowings from central

banks .................. 1.89% — 1,344 — — — 1,344

Deposits and placements from

banks and non-bank

financial institutions . ... .. 1.71% — 603,318 32,597 109,301 — 745,216
Financial liabilities at fair

value through profit or

loss oo 341% 8,839 28 — — — 8,867
Financial assets sold under

repurchase agreements . . .. 2.32% — — 5,040 — — 5,040
Deposits from customers .. .. 1.30% 30,865 6,096,434 2,009,848 408,846 112 8,546,105
Debt securities issued . . ..... 3.68% — 4,090 4894 3,717 80,501 93,202
Other liabilities ............ — 187,508 — — — — 187,508
Total liabilities . . . ......... 1.36% 227,212 6,705,214 2,052,379 521,864 80,613 9,587,282
Asset-liability gap ......... 2.32% 54,386 (3,139,929) 2,572,189 231,888 853,450 571,984
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As at 31 December 2009
Non- Between Between
interest  Less than 3 months 1 year and More than
Note E bearing 3 months and 1 year  5years 5 years Total

Assets:
Cash and deposits with central

banks .................... 1.48% 48,322 1,407,048 — — — 1,455,370
Deposits and placements with

banks and non-bank financial

institutions . .............. 1.14% 123 77,087 35,270 11,342 — 123,822
Financial assets held under resale

agreements . .............. 1.18% — 452,786 135,920 — — 588,706
Loans and advances to

CUStOMErS . ............... (i) 5.41% — 2,205,339 2,365,034 20,703 34,948 4,626,024
Investments ................. (i) 3.10% 31,197 277,392 984,008 610,609 673,880 2,577,086
Otherassets . ................ — 194,123 — — — — 194,123
Total assets ................ 3.86% 273,765 4,419,652 3,520,232 642,654 708,828 9,565,131
Liabilities:
Borrowings from central

banks .................... 1.89% — 6 — — — 6
Deposits and placements from

banks and non-bank financial

institutions ............... 1.74% — 672,665 26,534 109,351 — 808,550
Financial liabilities at fair value

through profit or loss ....... 3.62% 2,359 5,633 — — — 7,992
Financial assets sold under

repurchase agreements ... ... 1.80% — 1,778 847 — — 2,625
Deposits from customers ... ... 1.51% 41,677 5,779,323 1,710,669 415,486 8,085 7,955,240
Debt securities issued ......... 3.82% — 11,621 4,445 24,402 57915 98,383
Other liabilities .............. — 141,016 — — — — 141,016
Total liabilities . ... .......... 1.56% 185,052 6,471,026 1,742,495 549,239 66,000 9,013,812
Asset-liability gap ........... 2.30% 88,713 (2,051,374) 1,777,737 93,415 642,828 551,319

(i) Effective interest rate represents the ratio of interest income/expense to average interest bearing assets/liabilities.

(i) For loans and advances to customers, the “less than three months” category of the Group and the Bank includes overdue amounts (net of
allowances for impairment losses) of RMB27,622 million and RMB27,430 million respectively as at 30 June 2010 (as at 31 December
2009: RMB27,518 million and RMB27,304 million).

(iii) Investments include financial assets at fair value through profit or loss, available-for-sale financial assets, held-to-maturity investments,
debt securities classified as receivables and investments in subsidiaries, associates and jointly controlled entities.
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(d) Currency risk

The currency exposures of the Group’s assets and liabilities as at the end of the reporting period are as
follows:

As at 30 June 2010
USD Others
Note RMB (RMB equivalent) (RMB equivalent) Total

Assets:
Cash and deposits with central banks ............ 1,565,074 5,731 28,001 1,598,806
Deposits and placements with banks and non-bank

financial institutions ....................... (i) 327,708 17,270 5,520 350,498
Loans and advances to customers ............... 4,881,962 224,796 109,215 5,215,973
Investments ................ ..., 2,811,609 37,111 31,554 2,880,274
Other assets .. ......ouuiii .. 183,037 2,701 4,692 190,430
Totalassets ................. ... ... ......... 9,769,390 287,609 178,982 10,235,981
Liabilities:
Borrowings from central banks ................. 6 339 999 1,344
Deposits and placements from banks and non-bank

financial institutions ....................... (i) 643,641 85,853 36,123 765,617
Financial liabilities at fair value through profit or

JOSS « ot 10,850 28 — 10,878
Deposits from customers . ..................... 8,345,773 125,368 120,560 8,591,701
Debt securitiesissued .............. .. ... ... .. 82,762 2,328 9,627 94,717
Other liabilities ............................. 182,920 2,439 6,167 191,526
Total liabilities ............................. 9,265,952 216,355 173,476 9,655,783
Netposition . ............................... 503,438 71,254 5,506 580,198
Net notional amount of derivatives ............ 59,787 (66,964) 7,781 604

As at 31 December 2009
USD Others
m RMB (RMB equivalent) (RMB equivalent) Total

Assets:
Cash and deposits with central banks ............ 1,429,270 5,001 24,377 1,458,648
Deposits and placements with banks and non-bank

financial institutions ....................... (1) 674,002 31,229 7,755 712,986
Loans and advances to customers ............... 4,420,375 163,925 108,647 4,692,947
Investments ..................... ... 2,516,653 41,228 22,709 2,580,590
Otherassets .............coiuiiiiniunennann.. 169,692 1,857 6,635 178,184
Totalassets ................................ 9,209,992 243,240 170,123 9,623,355
Liabilities:
Borrowings from central banks ................. 6 — — 6
Deposits and placements from banks and non-bank

financial institutions ....................... (i) 737,888 54,571 20,446 812,905
Financial liabilities at fair value through profit or

JOSS ot 7,939 27 26 7,992
Deposits from customers . ..................... 7,767,928 116,533 116,862 8,001,323
Debt securitiesissued ........................ 82,760 5,206 10,678 98,644
Other liabilities ............................. 127,626 11,402 4,437 143,465
Total liabilities ............................. 8,724,147 187,739 152,449 9,064,335
Netposition . ............. .. .. ... ... ... .... 485,845 55,501 17,674 559,020
Net notional amount of derivatives ............ 54,182 (53,884) (154) 144
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The currency exposures of the Bank’s assets and liabilities as at the end of the reporting period are as

follows:

Note

Assets:

Cash and deposits with central banks ............

Deposits and placements with banks and non-bank
financial institutions ....................... (1)

Loans and advances to customers ...............

Investments .......... .. ... ... ... .. ...

Other assets . ..........ouuiriiinenenenennn...

Totalassets ................................

Liabilities:
Borrowings from central banks .................
Deposits and placements from banks and non-bank
financial institutions ....................... (i)
Financial liabilities at fair value through profit or
10SS .« oot
Deposits from customers . .....................
Debt securities issued . .......... ..
Other liabilities ............. ... ... ........

Total liabilities .............................
Netposition .. ..............................

Net notional amount of derivatives ............

Assets:

Cash and deposits with central banks ............

Deposits and placements with banks and non-bank
financial institutions ....................... 6]

Loans and advances to customers ...............

Investments ............ ... ... ... . ...

Other assets . ..........ouuiririnenenenennn...

Totalassets ................................

Liabilities:
Borrowings from central banks .................
Deposits and placements from banks and non-bank
financial institutions ....................... (i)
Financial liabilities at fair value through profit or
JOSS .« oot
Deposits from customers . .....................
Debt securities issued . ............ ...
Other liabilities ............. ... ... ........

Total liabilities .............................
Netposition ................................

Net notional amount of derivatives ............

(i) Including financial assets held under resale agreements
(i) Including financial assets sold under repurchase agreements

As at 30 June 2010
USD Others
RMB (RMB equivalent) (RMB equivalent) Total
1,564,797 5,731 24,844 1,595,372
329,991 19,367 7,128 356,486
4,857,419 211,749 62,228 5,131,396
2,816,718 33,676 21,185 2,871,579
181,828 19,738 2,867 204,433
9,750,753 290,261 118,252 10,159,266
6 339 999 1,344
632,811 89,191 28,254 750,256
8,839 28 — 8,867
8,343,382 118,738 83,985 8,546,105
82,892 1,479 8,831 93,202
180,905 2,176 4,427 187,508
9,248,835 211,951 126,496 9,587,282
501,918 78,310 (8,244) 571,984
59,787 (63,985) 4,590 392
As at 31 December 2009
USD Others
RMB (RMB equivalent) (RMB equivalent) Total
1,428,959 4,979 21,432 1,455,370
673,226 32,010 7,292 712,528
4,407,375 156,665 61,984 4,626,024
2,521,148 38,227 17,711 2,577,086
188,935 825 4,363 194,123
9,219,643 232,706 112,782 9,565,131
6 — — 6
736,756 55,778 18,641 811,175
7,939 27 26 7,992
7,766,173 108,134 80,933 7,955,240
82,890 5,035 10,458 98,383
126,244 11,291 3,481 141,016
8,720,008 180,265 113,539 9,013,812
499,635 52,441 (757) 551,319
54,152 (54,349) 107 90)
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(3) Liquidity risk

Liquidity risk is the risk that funds will not be available at reasonable price to meet liabilities as they fall
due. It is caused by mismatches of assets and liabilities in terms of their amounts and maturity dates. In
accordance with liquidity policies, the Group monitors the future cash flows to ensure that an appropriate level of
highly liquid assets is maintained.

At the Group level, liquidity is managed and coordinated through the ALM. The ALM is responsible for
formulation of the liquidity policies in accordance with regulatory requirements and prudential principles. Such
policies include: (i) adopting a prudent strategy and ensuring sufficient funds are available at any moment to
satisfy any payment request; (ii) optimising the Group’s asset and liability structure, diversifying and stabilising
the source of funds, and reserving an appropriate proportion of highly credit-rated and liquid asset portfolio; and
(iii) managing and utilising centrally the Bank’s liquid funds.

The Group principally uses liquidity analysis and gap analysis to measure the liquidity risk. Gap analysis is

used to predict the cash flow within one year. Scenario analyses are then applied to assess the impact of liquidity
risk.
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(a) Remaining maturity analysis

The following tables provide an analysis of the assets and liabilities of the Group based on the remaining
periods to repayment as at the end of the reporting period:

Assets:
Cash and deposits with central
banks ....... .. .. . i,
Deposits and placements with banks
and non-bank financial
institutions
Financial assets held under resale
agreements
Loans and advances to customers .. ..
Investments
—Financial assets at fair value
through profit or loss
—Available-for-sale financial
ASSetS . v
—Held-to-maturity
investments . .............
—Debt securities classified as
receivables
—Interests in associates and
jointly controlled entities . . .
Otherassets . .........coveueneunn.

Total assets

Liabilities:
Borrowings from central banks
Deposits and placements from banks
and non-bank financial
institutions
Financial liabilities at fair value
through profit or loss
Financial assets sold under repurchase
agreements
Deposits from customers
Debt securities issued
—=Certificates of deposit issued . .
—Bondsissued ...............
—Subordinated bonds issued . . ..
Other liabilities . ..................

Total liabilities

Long/(short) position

Notional amount of derivatives:
—Interest rate contracts
—Exchange rate contracts ... ...
—Precious metal contracts . . . ...
—Equity instrument contracts . . .

As at 30 June 2010
Repayable Between Between  Between
on Less than 1 month and 3 months 1 year and More than

Indefinite demand 1month 3 months and1year 5 years 5 years Total
1,368,029 230,777 — — — — — 1,598,806
12 56,965 21,594 11,249 3,023 306 — 93,149
— — 187,930 22,117 47,302 — — 257,349
38,498 22,344 174,640 361,348 1,382,922 1,544,122 1,692,099 5,215,973
7,425 — 425 506 12,911 13,948 4,790 40,005
19,174 — 59,609 199,218 176,557 148,409 123,842 726,809
135 — 67426 71,584 546,690 547,900 420,220 1,653,955
— — 39,028 66,937 3,487 21,267 326,988 457,707
1,798 — — — — — — 1,798
109,278 22,921 5,010 6,835 16,749 12,719 16,918 190,430
1,544,349 333,007 555,662 739,794 2,189,641 2,288,671 2,584,857 10,235,981
— 1,344 — — — — — 1,344
— 526,908 48,582 35,559 43,267 109,301 — 763,617
— 1,928 2,229 4,682 — 2,011 28 10,878
— — — — 2,000 — — 2,000
— 4,777,767 706,603 675,467 2,020,622 411,130 112 8,591,701
— — 861 996 4,642 4,844 612 11,955
— — — 2,368 — — — 2,868
— — — — — — 79,894 79,894
115 64,262 60,367 7,956 37,970 11,758 9,098 191,526
115 5,372,209 818,642 727,528 2,108,501 539,044 89,744 9,655,783
1,544,234 (5,039,202) (262,980) 12,266 81,140 1,749,627 2,495,113 580,198
— — 1,245 3,235 63,465 78,359 36,059 182,363
— — 125,871 124,851 380,157 14,965 10,928 656,772
— — 2,030 — — — — 2,030
— — 49 108 1,132 1,107 — 2,396
— — 129,195 128,194 444,754 94,431 46,987 843,561
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Assets:
Cash and deposits with central banks . . .
Deposits and placements with banks and
non-bank financial institutions
Financial assets held under resale
agreements
Loans and advances to customers
Investments
—Financial assets at fair value
through profit or loss
—Available-for-sale financial
assets
—Held-to-maturity investments . . .
—Debt securities classified as
receivables
—Interests in associates and jointly
controlled entities
Other assets

Total assets

Liabilities:
Borrowings from central banks
Deposits and placements from banks
and non-bank financial institutions . .
Financial liabilities at fair value through
profit or loss
Deposits from customers
Debt securities issued
—Certificates of deposit issued . ..
—Bonds issued
—Subordinated bonds issued
Other liabilities

Total liabilities

Long/(short) position

Notional amount of derivatives:
—Interest rate contracts
—Exchange rate contracts
—Precious metal contracts
—Equity instrument contracts . . ..

As at 31 December 2009
Repayable Between Between  Between
on Less than 1 month and 3 months 1 year and More than

Indefinite demand 1month 3 months and1year 5 years 5 years Total
1,152,799 305,849 — — — — — 1,458,648
83 34,450 23,651 20,613 33,241 11,342 — 123,380
— — 194,531 259,155 135,920 — — 589,606
27,877 34,097 181,801 346,437 1,172,502 1,447,143 1,483,090 4,692,947
4,354 — 123 1,323 2,166 8,140 2,765 18,871
34,786 — 16,523 58,777 285,746 148,149 107,499 651,480
2,926 — 17,305 58,048 425,461 546,935 358,198 1,408,873
— — — 19,639 132,152 22,103 325,681 499,575
1,791 — — — — — — 1,791
111,606 37,405 2,731 10,432 7,195 2,968 5,847 178,184
1,336,222 411,801 436,665 774,424 2,194,383 2,186,780 2,283,080 9,623,355
— 6 — — — — — 6
— 622,129 39,231 12,257 29,937 109,351 — 812,905
— 2,359 — 5,580 — — 53 7,992
— 4,806,603 374,168 684,135 1,708,954 416,806 10,657 8,001,323
— — 1,241 3,774 4,760 6,113 5 15,893
— — — — 2,863 — — 2,863
— — — — — — 79,888 79,888
216 32,487 8,308 17,186 58,795 16,446 10,027 143,465
216 5,463,584 422,948 722,932 1,805,309 548,716 100,630 9,064,335
1,336,006 (5,051,783) 13,717 51,492 389,074 1,638,004 2,182,450 559,020
— — 2,219 1,761 35,061 92,522 41,607 173,170
— — 84,519 73,773 337,413 3,464 11,662 510,831
— — 1,244 — — — — 1,244
— — — — 1,040 391 109 1,540
— — 87,982 75,534 373,514 96,377 53,378 686,785
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The following tables provide an analysis of the assets and liabilities of the Bank based on the remaining
periods to repayment as at the end of the reporting period:

Assets:
Cash and deposits with central
banks .......... .. ...,
Deposits and placements with banks
and non-bank financial
institutions
Financial assets held under resale
agreements
Loans and advances to customers . . ..
Investments
—Financial assets at fair value
through profit or loss
—Available-for-sale financial
ASSELS o vt
—Held-to-maturity
investments . .............
—Debt securities classified as
receivables
—Investments in subsidiaries . . . .
Otherassets . ........ocovuvenennn.

Total assets

Liabilities:
Borrowings from central banks
Deposits and placements from banks
and non-bank financial
institutions
Financial liabilities at fair value
through profit or loss
Financial assets sold under repurchase
agreements ....................
Deposits from customers
Debt securities issued
—=Certificates of deposit issued . .
— Bonds issued
—Subordinated bonds issued . . . .
Other liabilities ...................

Total liabilities

Long/(short) position

Notional amount of derivatives:
—Interest rate contracts
—Exchange rate contracts
—Precious metal contracts . . . ...
—Equity instrument contracts . ..

As at 30 June 2010
Repayable Between Between  Between
on Less than 1 month and 3 months 1 year and More than

Indefinite demand 1month 3 months and1year 5 years 5 years Total
1,367,761 227,611 — — — — — 1,595,372
12 55,626 20,802 15,708 6,653 336 — 99,137
— — 187,930 22,117 47,302 — — 257,349
37,773 22,021 170,060 357,258 1,366,991 1,511,646 1,665,647 5,131,396
— — 17 535 11,991 11,109 4,756 28,408
16,400 — 58,220 199,218 177,289 148,175 123,810 723,112
135 — 60,968 71,504 546,640 547,900 420,220 1,653,367
— — 39,028 66,937 3,487 21,267 326,988 457,707
8,985 — — — — — — 8,985
126,609 21,989 4,718 6,554 15,185 12,523 16,855 204,433
1,557,675 327,247 547,743 739,831 2,175,538 2,252,956 2,558,276 10,159,266
— 1,344 — — — — — 1,344
— 528,255 47,981 27,082 32,597 109,301 — 745,216
— 1,928 2,229 4,682 — — 28 8,867
— — — — 5,040 — — 5,040
— 4,752,440 703,145 671,714 2,009,848 408,846 112 8,546,105
— — 861 231 4,894 3,717 607 10,310
— — — 2,998 — — — 2,998
— — — — — — 79,894 79,894
21 60,658 60,100 7,884 37,071 12,676 9,098 187,508
21 5,344,625 814,316 714,591 2,089,450 534,540 89,739 9,587,282
1,557,654 (5,017,378) (266,573) 25,240 86,088 1,718,416 2,468,537 571,984
— — 1,245 2,900 61,155 74,856 36,059 176,215
— — 95,937 99,442 334,163 14,938 10,928 555,408
— — 2,030 — — — — 2,030
— — — — — 34 — 34
— — 99212 102,342 395,318 89,828 46,987 733,687

I-211



APPENDIX I—FINANCIAL INFORMATION OF THE GROUP

As at 31 December 2009
Repayable Between Between  Between
on Less than 1 month and 3 months 1 year and More than
Indefinite demand 1month 3 months and1year 5 years 5 years Total
Assets:
Cash and deposits with central banks ... 1,152,594 302,776 — — — — — 1,455,370
Deposits and placements with banks and
non-bank financial institutions . .. ... 83 27,723 26,009 23,395 35,270 11,342 — 123822
Financial assets held under resale
AZIEeMENtS .. ..........coounnn.. — — 193,631 259,155 135,920 — — 588,706
Loans and advances to customers . . ... 27,447 33,520 176,277 345,682 1,160,784 1,423,558 1,458,756 4,626,024
Investments
—Financial assets at fair value
through profitorloss ....... — — — 864 1,452 5,238 2,697 10,251
—Available-for-sale financial
ASSELS v vt 32,450 — 16,734 58,606 284,946 149,772 107,471 649,979
—Held-to-maturity investments . . . 2,926 — 16,997 58,048 425,361 546,935 358,198 1,408,465
—Debt securities classified as
receivables ............... — — — 19,639 132,152 22,103 325,681 499,575
—Investments in subsidiaries . . . . . 8,816 — — — — — — 8,816
Otherassets . .............cooovun... 129,659 38,453 2,374 10,109 5,145 2,609 5,774 194,123
Total assets ...................... 1,353,975 402,472 432,022 775,498 2,181,030 2,161,557 2,258,577 9,565,131
Liabilities:
Borrowings from central banks . ...... — 6 — — — — — 6
Deposits and placements from banks
and non-bank financial institutions . . — 624,126 39,652 8,887 26,534 109,351 — 808,550
Financial liabilities at fair value through
profitorloss .................... — 2,359 — 5,580 — — 53 7,992
Financial assets sold under repurchase
AGIECMENtS . ..o v eee e — — 1,694 84 847 — — 2,625
Deposits from customers . ........... — 4,793,194 352,547 673,906 1,708,673 416,321 10,599 7,955,240
Debt securities issued
—=Certificates of deposit issued . .. — — 1,195 4,567 4,076 5,664 — 15,502
—Bondsissued ................ — — — — 2,993 — — 2,993
—Subordinated bonds issued . . ... — — — — — — 79,888 79,888
Other liabilities . ................... 22 31,319 8,429 17,107 57,871 16,267 10,001 141,016
Total liabilities ................... 22 5,451,004 403,517 710,131 1,800,994 547,603 100,541 9,013,812
Long/(short) position .............. 1,353,953 (5,048,532) 28,505 65,367 380,036 1,613,954 2,158,036 551,319
Notional amount of derivatives:
—Interest rate contracts ......... — — 2,108 1,701 34,227 90,789 41,573 170,398
—Exchange rate contracts ....... — — 70,253 66,540 272,910 3,450 11,662 424,815
—Precious metal contracts ... .... — — 1,244 — — — — 1,244
—Equity instrument contracts .. .. — — — — — 34 — 34
Total ............................ — — 73,605 68,241 307,137 94,273 53,235 596,491
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(b) Contractual undiscounted cash flow

The following tables provide an analysis of the contractual undiscounted cash flow (include both principal
and interest) of the non-derivative financial liabilities and off balance sheet loan commitments and credit card
commitments of the Group as at the balance sheet date. The expected cash flows on these instruments may vary
significantly from this analysis.

As at 30 June 2010
Between Between Between
Repayable Less than 1 monthand 3 months 1 year and More than
ondemand 1month 3 months and1year 5 years 5 years Total
Non-derivative financial
liabilities:
Borrowings from central banks . . .. 1,344 — — — — — 1,344
Deposits and placements from
banks and non-bank financial
institutions . ................. 526,925 48,598 35,639 43,699 122,231 — 777,092
Financial liabilities at fair value
through profitorloss .......... 1,928 2,229 4,682 1 2,014 32 10,886
Financial assets sold under
repurchase agreements ........ — — — 2,000 — — 2,000
Deposits from customers . ........ 4,777,937 707,368 676,931 2,040,323 432,509 119 8,635,187
Debt securities issued
—<Certificates of deposit
issued ... — 876 1,033 4,710 4,946 724 12,289
—Bondsissued ............ — — 3,062 — — — 3,062
—Subordinated bonds
issued . ... — — 736 2,464 13,160 118,556 134,916
Other financial liabilities . ........ 28,291 1,483 373 2,031 1,212 514 33,904
Total liabilities . ............... 5,336,425 760,554 722,456 2,095,228 576,072 119,945 9,610,680
Loan commitments and credit card
commitments ................ 695,658 40,509 25971 73,340 46,247 7,184 888,909
Maximum amount guaranteed by
financial guarantees issued .. ... — 115,360 53,425 185,713 187,859 174,467 716,824

The loan commitments and credit card commitments may expire without being drawn upon. Financial
guarantees issued do not represent the amount to be paid.
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Non-derivative financial
liabilities:

Borrowings from central banks . . ..

Deposits and placements from
banks and non-bank financial

institutions . ................

Financial liabilities at fair value

through profitorloss .........
Deposits from customers . . ......

Debt securities issued
—<Certificates of deposit

issued ...............
—Bondsissued ...........

—Subordinated bonds

issued ...............
Other financial liabilities . .......

Total liabilities . ..............

Loan commitments and credit card
commitments ...............

Maximum amount guaranteed by

financial guarantees issued .. ..

As at 31 December 2009
Between Between Between
Repayable Less than 1 monthand 3 months 1 year and More than

ondemand 1month 3 months and1year 5 years 5 years Total
6 — — — — — 6
622,149 39,300 12,488 30,329 131,568 — 835,834
2,359 — 5,580 1 8 61 8,009
4,809,129 377,963 695,661 1,755,130 482,243 19,782 8,139,908
— 1,255 3,786 4,838 6,171 5 16,055
— — 23 2,916 — — 2,939
— — 1,504 1,696 12,800 120,420 136,420
23,498 1,452 673 1,489 3,377 517 31,006
5,457,141 419,970 719,715 1,796,399 636,167 140,785 9,170,177
648,295 41,554 16,680 40,256 32,448 9,050 788,283
— 120,067 73,247 151,916 180,049 159,277 684,556
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The following tables provide an analysis of the contractual undiscounted cash flow (include both principal
and interest) of the non-derivative financial liabilities and off balance sheet loan commitments and credit card
commitments of the Bank as at the balance sheet date. The expected cash flows on these instruments may vary

significantly from this analysis.

Non-derivative financial
liabilities:

Borrowings from central banks . . ..

Deposits and placements from
banks and non-bank financial

institutions . ................

Financial liabilities at fair value

through profitorloss .........

Financial assets sold under

repurchase agreements .. .....
Deposits from customers . . ......

Debt securities issued
—<Certificates of deposit

issued ...............
—Bondsissued ...........

—Subordinated bonds

Loan commitments and credit card
commitments . ..............

Maximum amount guaranteed by

financial guarantees issued .. ..

As at 30 June 2010
Between Between Between
Repayable Less than 1 monthand 3 months 1 year and More than

ondemand 1month 3 months and1year 5 years 5 years Total
1,344 — — — — — 1,344
528,272 47,996 27,127 32,788 122,231 — 758414
1,928 2,229 4,682 1 3 32 8,875
— — — 5,040 — — 5,040
4,752,609 703,907 673,169 2,029,444 430,106 119 8,589,354
— 873 258 4,948 3,807 720 10,606
— — 3,193 — — — 3,193
— — 736 2,464 13,160 118,556 134916
24,777 1,461 358 1,839 2,233 514 31,182
5,308,930 756,466 709,523 2,076,524 571,540 119,941 9,542,924
695,658 19,755 24,867 71,960 45,971 7,184 865,395
— 115,082 53,271 185,435 187,628 174,300 715,716

The loan commitments and credit card commitments may expire without being drawn upon. Financial
guarantees issued do not represent the amount to be paid.
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As at 31 December 2009
Between Between Between
Repayable Less than 1 monthand 3 months 1 year and More than
ondemand 1month 3 months and1year 5 years 5 years Total

Non-derivative financial liabilities:
Borrowings from central banks .. ... 6 — — — — — 6
Deposits and placements from banks

and non-bank financial

institutions . .................. 624,146 39,720 9,056 26,889 131,568 — 831,379
Financial liabilities at fair value

through profitorloss ........... 2,359 — 5,580 1 8 61 8,009
Financial assets sold under

repurchase agreements . ......... — 1,694 84 854 — — 2,632
Deposits from customers .......... 4,796,409 355,650 685,433 1,754,849 481,752 19,723 8,093,816

Debt securities issued
—<Certificates of deposit

issued . ... — 1,209 4,578 4,151 5,718 — 15,656
—Bondsissued ............. — — 24 3,049 — — 3,073
—Subordinated bonds issued . . . — — 1,504 1,696 12,800 120,420 136,420

Other financial liabilities .......... 22,425 1,728 655 1,321 3,230 517 29,876
Total liabilities ................. 5,445,345 400,001 706914 1,792,810 635,076 140,721 9,120,867
Loan commitments and credit card

commitments ................. 648,295 21,289 15,664 37,227 32,054 9,050 763,579
Maximum amount guaranteed by

financial guarantees issued . . . . . .. — 119,925 73,376 151,465 180,019 163,531 688,316

(4) Operational risk

Operational risk represents the risk of loss due to deficient and flawed internal processes, personnel and
information system, or other external events. The Group manages this risk through a control-based environment
by establishing a framework of policies and procedures in order to identify, assess, report, manage and control
risks. The framework covers all business functions ranging from finance, accounting, credit, settlement, savings,
treasury, intermediary business, application and management of information system, assets safeguard and legal
compliance. This has allowed the Group to comprehensively identify and address the operational risk inherent in
all key products, activities, processes and systems. Major operational risk management measures adopted by the
Group include:

improved the self-assessment of operational risk and internal control, identified and assessed key risk
area and optimised measures of internal control; boosted business continuity management, set up
emergency recovery plan for major production systems, conducted contingent drills and enhanced the
bank wide emergency recovery ability;

promoted the project for operational risk management of information systems; built up a standard
platform for operational risk management throughout the Bank to achieve self-evaluation of
operational risk and internal controls, and enhanced the interaction and application of the management
tools of historical loss database and key risk indicators so as to support the operational risk
management and decisions-making;

established an internal reporting system for any staff misconduct which may adversely affect the
Group’s business. Under the system, statistics for staff misconduct are regularly reported to the Head
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Office, while significant incidents are required to be reported to the Head Office within 24 hours after
such incidents are uncovered;

e amended and improved the internal control system on a continuous basis; enhanced staff training;
implemented an accountability system to ensure compliance with policies and processes; as well as
established relevant policies and procedures, in which the management is held responsible for any staff
misconduct;

»  strengthened business operational checks and balance between departments and different positions, as
well as the centralised appointment and rotation of key personnel;

e developed a systematic authorisation management and business operational policies;

*  backed-up data in the Group’s key data processing system to minimise operational risks from an IT
malfunction, and set up a computer disaster recovery centre to automatically back-up operational data;

*  set up an anti-money laundering team within the Legal and Compliance Department to coordinate and
monitor anti-money laundering activities, ensure the regulatory requirements of anti-money laundering
are properly satisfied by verifying clients’ identities, preserving clients’ identity documents and
transactions records, reporting money laundering transactions, suspicious transactions and transactions
which potentially related to financing criminal activities, as well as conducting anti-money laundering
training and publicity activities;

* enhanced the controls over operational risks arising from essential segments of business units;
examined and monitored major risks affecting business units; and strengthened the content of controls
and risk management for business units; and

* enhanced information system checks and security enforcement; examined and assessed information
security risk; tested and evaluated graded protection security technology for key information systems;
and conducted contingent drills for potential information system risk to ensure normal operation of
network and information systems.

(5) Fair value
(a) Financial assets

The Group’s financial assets mainly include cash and deposits with central banks, deposits and placements
with banks and non-bank financial institutions, financial assets at fair value through profit or loss, financial assets
held under resale agreements, loans and advances to customers, available-for-sale financial assets,
held-to-maturity investments and debt securities classified as receivables.

Deposits with central banks, deposits and placements with banks and non-bank financial institutions and
financial assets held under resale agreements are mainly priced at market interest rates and mature within one
year. Majority of the loans and advances to customers are repriced at least annually to the market rate.
Accordingly, the carrying values of these financial assets approximate the fair values.
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Financial assets at fair value through profit or loss and available-for-sale financial assets are stated at fair
value in the financial statements. The following table shows the carrying values and the fair values of
held-to-maturity investments and the debt securities classified as receivables which are not presented in the
statement of financial position at their fair values.

As at 30 June 2010 As at 31 December 2009
Carrying Carrying

amount Fair value amount Fair value
Group
Held-to-maturity investments . .......................... 1,653,955 1,672,003 1,408,873 1,420,608
Debt securities classified as receivables ................... 457,707 439,025 499,575 473,719
Bank
Held-to-maturity investments . .......................... 1,653,367 1,671,415 1,408,465 1,420,200
Debt securities classified as receivables ................... 457,707 439,025 499,575 473,719

(b) Financial liabilities

The Group’s financial liabilities mainly include borrowings from central banks, deposits and placements
from banks and non-bank financial institutions, financial liabilities at fair value through profit or loss, financial
assets sold under repurchase agreements, deposits from customers, and debt securities issued. The carrying
values of financial liabilities approximated their fair values as at the end of the reporting period, except for
subordinated bonds issued, which are shown as follows:

As at 30 June 2010 As at 31 December 2009
Carrying amount Fair value Carrying amount Fair value
Subordinated bondsissued ....................... 79,894 80,865 79,888 75,816

(6) Capital management

The Group’s capital management comprises the management of the capital adequacy ratio, capital
financing, and economic capital, of which the prime focus is capital adequacy ratio management. The Group
calculates capital adequacy ratio in accordance with the guidelines issued by the CBRC. The capital of the Group
is analysed into core capital and supplementary capital.

The CBRC requires that the capital adequacy ratio and core capital adequacy ratio for commercial banks
shall not fall below 8% and 4% respectively. For commercial banks, supplementary capital shall not exceed
100% of core capital while long-term subordinated liabilities included in the supplementary capital should not
exceed 50% of the core capital. When total positions of trading accounts exceed 10% of the on- and off- balance
sheet total assets, or RMB&.5 billion, commercial banks must provide for market risk capital. At present, the
Group is fully compliant with legal and regulatory requirements.

Capital adequacy ratio management is a core issue of capital management. The capital adequacy ratio
reflects the Group’s quality of operations and risk management. The Group’s capital adequacy ratio management
objectives are to meet the legal and regulatory requirements, and to prudently determine the capital adequacy
ratio under realistic exposures with reference to the capital adequacy ratio levels of leading global banks and the
Group’s operating situations.

The Group predicts, plans, and manages the capital adequacy ratio by using scenario models and stress tests
based on its strategic development plans, business expansion needs, and risk exposure trends.
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Capital allocation

Maximisation of the return on risk-adjusted capital is the principal basis used in determining how capital is
allocated within the Group to particular businesses or activities. Account is also taken of synergies with other
businesses and activities, the availability of management and other resources, and the fit of the activity with the
Group’s longer term strategic objectives. The Group’s policies in respect of capital management and allocation
are reviewed regularly by the board of directors.

The amount of capital allocated to each business or activity is based primarily upon the regulatory capital,
but in some cases the regulatory requirements do not reflect fully the varying degree of risk associated with
different activities. In such cases the capital requirements may be flexed to reflect differing risk profiles. The
process of allocating capital to specific businesses and activities is undertaken by the ALM.

The Group’s consolidated regulatory capital positions calculated in accordance with the guidance issued by
the CBRC as at the end of the reporting periods are as follows:

Note 30 June 2010 31 December 2009

Core capital adequacy ratio ............... .. ..., (a) 9.27% 9.31%
Capital adequacy ratio . ...... ...ttt (b) 11.68% 11.70%
Core capital:
—Sharecapital .......... ... 233,689 233,689
—Capital reserve, investment revaluation reserve and exchange
TESEIVE o v v vttt e e e e e e e e e (©) 82,561 82,427
—Surplus reserve and general reserve ............ ... ... ... 98,690 84,227
—Retained earnings .. ....... .. (c),(d) 112,056 87,564
—Non-controlling interests . .............oueiterenenennn.. 3,872 3,545
530,868 491,452
Supplementary capital:
—General provision for doubtful debts ....................... 53,645 48,463
—Positive changes in fair value of financial instruments at fair
value through profitorloss ............ ... ... .. ... .. .. 9,580 10,815
—Subordinated bonds issued . ........ ... ... 80,000 80,000
143,225 139,278
Total capital base before deductions ............................. 674,093 630,730
Deductions:
—Goodwill . . ... (1,574) (1,590)
—Unconsolidated equity investments ........................ (12,389) (8,903)
—Others . ... (e) (2,369) (12,004)
(16,332) (22,497)
Netcapital . ..... ... 657,761 608,233
Risk-weighted assets . ..........c.iuiiiin i ) 5,631,214 5,197,545

(a) Core capital adequacy ratio is calculated by dividing the net amount of core capital, which is after deductions of 100% of goodwill, 50%
of unconsolidated equity investments, and other items, by risk-weighted assets.

(b) Capital adequacy ratio is calculated by dividing net capital by risk-weighted assets.

(c) The investment revaluation reserve arising from the accumulated net positive changes in the fair value of available-for-sale financial
assets is excluded from the core capital and 50% of the balance is included in the supplementary capital. In addition, the unrealised
accumulated net positive changes in fair value of financial instruments at fair value through profit or loss, net of income tax, are excluded
from the core capital and included in the supplementary capital.

(d) The dividend proposed after the reporting period has been deducted from retained earnings.

(e) Others mainly represent investments in those asset backed securities specified by CBRC which required reduction.

(f) The balances of risk-weighted assets include an amount equal to 12.5 times the Group’s market risk capital.
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58 EVENTS AFTER THE REPORTING PERIOD

The Board resolved on 29 April 2010 the rights issue of A shares and H shares, in order to strengthen the
capital base of the Bank. The expected gross proceeds from the rights issue will be no more than RMB75 billion.
The Board resolution of the rights issue of A shares and H shares were approved by the 2009 Annual General
Meeting on 24 June 2010. The Bank has received the reply from the CBRC which approved in principle the
proposed rights issue of A shares and H shares of the Bank. The Bank will proceed to other application
procedures with domestic and overseas regulatory authorities in accordance with relevant laws and regulations.

59 COMPARATIVE FIGURES

Certain comparative figures have been adjusted to conform with changes in disclosures in current period.

60 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE

Up to the date of issue of the interim financial statements, the IASB has issued the following amendments,
new standards and interpretations which are not yet effective for the six months ended 30 June 2010 and which
have not been adopted in the interim financial statements.

IFRIC 19, Extinguishing Financial liabilities with Equity Instruments;

Amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards—Limited
Exemption from Comparative IFRS 7 Disclosures for First-time Adopters;

Improvements to IFRSs 2010—various standards;
IAS 24, Related Party Disclosures (revised 2009);

Amendments to IFRIC 14: IAS 19—The limit on a Defined Benefit Assets, Minimum Funding Requirements
and their interaction;

IFRS 9, Financial instruments.
The Group is in the process of making assessment of what the impact of these amendments is expected to be
in the period of initial application. So far it has concluded that the adoption of them is unlikely to have a

significant impact on the Group’s results of operations and financial position except for IFRS 9, Financial
instruments, which may have an impact on the Group’s results and financial position.
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This Appendix II sets out the unaudited financial information of the Group for the nine months ended
30 September 2010 which was announced by the Group pursuant to its announcement dated 29 October
2010 (the “Third Quarter Results’’). H Shareholders and investors should note that notwithstanding that
the Third Quarter Results were prepared from the Bank’s management accounts for the nine months
ended 30 September 2010 in accordance with IFRS, the Third Quarter Results have not been audited or
reviewed by the Group’s reporting accountants and accordingly, it may not give a complete and accurate
picture of the financial position of the Group during the nine months ended 30 September 2010.

Summary of the Unaudited Report for the Third Quarter Results of 2010
1. Major unaudited consolidated accounting information and financial indicators prepared under IFRS
The financial information set forth in this third quarterly report is prepared on a consolidated basis under

IFRS and expressed in RMB unless otherwise stated. “Reporting period” refers to the nine month period ended
30 September 2010.

At the end of
the reporting At the end of
period last year Change (%)

(Expressed in millions of RMB unless otherwise stated)

Total @ssets . .......vuin i 10,579,050 9,623,355 9.93
Total equity attributable to equity shareholders of the
Bank ....... ... 620,509 555,475 11.71
Net assets per share inRMB) .................... 2.67 2.39 11.72
Nine months ended Change over the same
30 September 2010 period last year (%)
Net cash flows from operating activities ............ 245,733 58.60
Net cash flows from operating activities per share (in
RMB) .. 1.05 59.09
Change of the reporting
Reporting Nine months ended period over the same
period 30 September 2010 period last year (%)
Netprofit . ... 39,862 110,641 31.47
Net profit attributable to equity shareholders of the
Bank ..... ... ... 39,758 110,499 31.16
Basic and diluted earnings per share (in RMB) ....... 0.17 0.47 30.77
Annualised return on average equity (%) ............ 26.36 24.87 An increase of

3.01 percentage points

2. Differences between the financial statements prepared under PRC GAAP and those prepared under
IFRS

There is no difference in the net profit for the nine months ended 30 September 2010 or total equity as at

30 September 2010 between the Group’s consolidated financial statements prepared under PRC GAAP and those
prepared under IFRS.
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3. Highlights of Quarterly Results

As at 30 September 2010, total assets of the Group reached RMB10,579,050 million, an increase of
RMB955,695 million or 9.93% over the end of last year. Net loans and advances to customers reached
RMBS5,368,023 million, an increase of RMB675,076 million or 14.38% over the end of last year.

The Group stepped up adjustments to the credit structure and boosted the development of emerging strategic
businesses. Traditional advantage businesses such as infrastructure loans and residential mortgage loans
continued to consolidate with improved quality and profitability. The growth rate of loans to real estate sector
was much lower than that of corporate loans; the loans were mainly granted to prime customers with strong
financial strength and high development qualifications in regions where property prices were stable, and the
non-performing loans continued to fall in both amount and ratio. Small business loans and loans to livelihood
sectors grew rapidly, in which loans to agricultural sector increased by 28% and loans to priority livelihood areas
such as education and medical care grew by 16%, much higher than the average growth rate of corporate loans.
For industries with excess capacity the Group took stringent credit access and risk inspection measures and
adopted a list management system, with the loans decreasing by RMB19.4 billion over the end of last year.

Compared to the end of last year, the non-performing loans decreased by RMB9,549 million to RMB62,607
million in accordance with the five-category classification standard; the non-performing loan ratio was 1.14%,
down by 0.36 percentage points; the ratio of allowances to non-performing loans was 213.48%, up by 37.71
percentage points.

Total liabilities of the Group reached RMB9,954,556 million, an increase of RMB890,221 million or 9.82%
over the end of last year. Deposits from customers reached RMB8,969,226 million, an increase of RMB967,903
million or 12.10% over the end of last year.

Loan-to-deposit ratio increased by 1.10 percentage points to 61.34% over the end of last year, remaining at a
reasonable level.

Total equity was RMB624,494 million, an increase of RMB65,474 million or 11.71% over the end of last
year. Capital adequacy ratio decreased by 0.06 percentage points to 11.64% compared to the end of last year;
core capital adequacy ratio rose by 0.02 percentage points to 9.33%, mainly because the core capital grew faster
than the risk-weighted assets as a result of retained earnings.

For the nine months ended 30 September 2010, net profit of the Group was RMB110,641 million, of which
the net profit attributable to equity shareholders of the Bank was RMB110,499 million, up 28.41% and 28.31%
respectively over the same period last year. This was mainly because net interest income and net fee and
commission income grew significantly while impairment losses decreased over the same period last year.
Annualised return on average assets was 1.46%, and annualised return on average equity was 24.87%.

Net interest income was RMB182,181 million, up by 17.10% over the same period last year. Net interest
spread was 2.35% and net interest margin was 2.45%, up by 0.05 percentage points and 0.04 percentage points
respectively over the same period last year.

Net fee and commission income reached RMB48,681 million, an increase of 36.12% over the same period
last year. This was largely due to the rapid growth of fees from settlement, bank cards, agency services, and
factoring businesses.

Operating expenses were RMB79,633 million, up by RMB9,085 million over the same period last year.
Cost-to-income ratio was 33.73%, which remained at a low level.
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Provisions for impairment losses were RMB12,633 million, down by RMB3,656 million over the same
period last year. In this amount, provisions for impairment losses on loans and advances to customers were
RMB12,988 million, down by RMB925 million over the same period last year. This was mainly due to the
decrease in loan growth and improved loan quality. An amount of RMB355 million was released from
allowances for impairment losses on other assets, mainly as a result of price rally of foreign currency debt
securities with the improving market.

Income tax expense was RMB33,193 million, up by RMB7,751 million over the same period last year, and
the effective income tax rate was 23.08%.

4. Major Issues

4.1 Significant changes in major financial statements items, financial indicators and the causes thereof

As at As at
30 September 2010 31 December 2009 Change (%) Causes of the change

(In millions of RMB unless otherwise stated)

Placements with banks and
non-bank financial
institutions . .............. 74,513 22,217 235.39 As aresult of ample liquidity, the
Group’s placements with banks and non-
bank financial institutions grew.

Financial assets at fair value
through profitorloss ....... 39,467 18,871 109.14 Tradings in RMB debt securities
increased.

Positive fair value of
derivatives ............... 13,339 9,456 41.06 Changes in the fair value of interest rate
contracts and exchange rate contracts
resulted in the corresponding increase of
positive fair value.

Financial assets held under
resale agreements .......... 357,158 589,606 (39.42) Certain transactions under resale
agreements expired.

Held-to-maturity investments . . . 1,838,721 1,408,873 30.51 Held-to-maturity investments in RMB
debt securities increased.

Debt securities classified as
receivables ............... 320,468 499,575 (35.85) Certain designated central bank bills
expired, and part of principal of Cinda
bonds was repaid.

Otherassets ................ 20,612 13,689 50.57 Mainly because other receivables and
prepayments increased.

Borrowings from central
banks ................... 1,804 6 29,966.67 Borrowings by overseas branches
increased.

Placements from banks and
non-bank financial
institutions . .............. 61,663 38,120 61.76 Certain subsidiaries increased
placements from banks and non-bank
financial institutions driven by needs of
business development.
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APPENDIX II—UNAUDITED FINANCIAL RESULTS FOR THE NINE MONTHS

ENDED 30 SEPTEMBER 2010

Negative fair value of
derivatives

Financial assets sold under
repurchase agreements

Generalreserve . ...........

Retained earnings ..........

Exchange reserve

Net fee and commission
income

Net trading gain

Dividend income

Net gain arising from
investment securities . .

Other impairment
losses

Income tax expense

As at As at

30 September 2010 31 December 2009 Change (%)

Causes of the change

(In millions of RMB unless otherwise stated)

. 11,477 8,575 33.84
. 2,045 — NA
. 61,276 46,806 30.91
. 184,936 136,112 35.87
. (2,579) (1,982) 30.12

Nine months ended Nine months ended

30 September 2010 30 September 2009 Change (%)

Changes in the fair value of interest rate
contracts and exchange rate contracts
resulted in the corresponding increase of
negative fair value.

Certain assets were transferred to other
banks under repurchase agreement.

According to regulatory requirements in
Mainland China and overseas, certain
amount of net profit was set aside as
general reserve.

Retained earnings increased as a result of
the carry-forward of net profit.

Exchange reserve increased as a result of
the continuous RMB appreciation.

Causes of the change

(In millions of RMB unless otherwise stated)

48,681 35,763 36.12
3,118 1,652 88.74
151 91 65.93
750 4,161 (81.98)
355 (2,376) (114.94)
(33,193) (25,442) 30.47
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Mainly because fees from
settlement, bank cards, agency
services, and factoring businesses
grew rapidly.

Gains from currency swap
revaluation increased, and losses on
valuation of bonds held for principal
protected debt securities wealth
management products lowered.

Dividends from trading equity
investment and available-for-sale
equity investments increased.

Net gain arising from investment
securities decreased because
disposals of foreign currency debt
securities dropped.

Allowances for impairment losses on
debt securities were released due to
the price rally of foreign currency
debt securities in the improving
market.

Profit before tax increased over the
same period last year.



APPENDIX II—UNAUDITED FINANCIAL RESULTS FOR THE NINE MONTHS
ENDED 30 SEPTEMBER 2010

Nine months ended Nine months ended
30 September 2010 30 September 2009 Change (%) Causes of the change

(In millions of RMB unless otherwise stated)

Net profit attributable to
non-controlling
interests ............ 142 43 230.23  The performance of non-wholly-
owned subsidiaries improved.

Other comprehensive
income ............. 1,782 1,067 67.01 The fair value of available-for-sale
financial assets increased.

Note: As approved by the State Council, Huijin announced on 19 August 2010 that it intended to issue bonds with a total amount of
RMBI187.5 billion among the interbank bond market (“Huijin Bonds”). As at 17 September 2010, Huijin has completed the first
tranche and second tranche of bonds issue in 2010, with an amount of RMB 109 billion. The Bank has participated the subscription of
Huijin Bonds by way of open bidding at the interbank market and currently held certain Huijin Bonds.

4.2 Progress of major issues, related impacts and solutions

The Bank announced on 9 August 2010 that the MOF and Cinda have established a jointly managed fund to
secure the payment of the principal of a bond issued by Cinda to the Bank with a book value of RMB247 billion.
The MOF continues to provide support for the repayment of the interest under the bond. The term of the jointly
managed fund is from 1 July 2009 to 21 September 2019.

4.3 Fulfilment of undertakings by the company, shareholders and de-facto controllers

(1) In July 2005, Huijin undertook that it would not sell shares of the Bank within five years since the
Bank’s H-shares commenced trading on Hong Kong Stock Exchange without consents of the Bank and relevant
underwriters. Please refer to the H-share prospectus of the Bank released on the website of Hong Kong Stock
Exchange.

The lock-up period of 133,262,144,534 H-shares of the Bank held by Huijin expired on 27 October 2010.

(2) On 9 October 2009, the Bank was informed by its controlling shareholder Huijin that Huijin increased
the shares of the Bank through the trading system of the Shanghai Stock Exchange and planned to continue to
increase its shareholding of the Bank in the secondary market in the following twelve months.

On 8 October 2010, Huijin completed its shareholding increase plan. During this period, Huijin
cumulatively increased 16,139,217 A-shares of the Bank through the trading system of the Shanghai Stock
Exchange, accounting for 0.01% of the total shares issued by the Bank. Upon completion of this increase plan,
Huijin held 133,406,891,989 shares of the Bank (of which 144,747,455 were A-shares and 133,262,144,534 were
H-shares), accounting for 57.09% of the total shares issued by the Bank.

(3) In June 2010, Huijin undertook that it would subscribe in cash all the offered rights shares, which would
be allotted to Huijin in proportion to its shareholding according to the rights issue plan approved by the third
meeting of the board of directors of the Bank in 2010.

Apart from these, other shareholders of the Bank did not give new undertakings in the reporting period, and
the undertakings that continue to be valid during the reporting period were the same as those disclosed in the
prospectus.
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ENDED 30 SEPTEMBER 2010

UNAUDITED FINANCIAL STATEMENTS PREPARED UNDER IFRS

China Construction Bank Corporation

Consolidated unaudited statement of comprehensive income
For the nine months ended 30 September 2010
(Expressed in millions of Renminbi, unless otherwise stated)

Nine months ended

Three months from

30 September 1 July to 30 September
2010 2009 2010 2009
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
INnterest iNCOME . . . ..ttt e e e e e 276,114 253,394 96,464 84,959
INterest EXPeNSE . . v v vttt et (93,933) (97,814)  (32,082) (31,847)
Netinterestincome ................. .. ... 0., 182,181 155,580 64,382 53,112
Fee and commission income . ..............c.uuiuueinn.. 50,195 37,217 15,521 12,826
Fee and commission eXpense . ......................... (1,514) (1,454) (482) (485)
Net fee and commissionincome ....................... 48,681 35,763 15,039 12,341
Nettrading gain . .. ..ottt 3,118 1,652 2,224 359
Dividendincome .............c.iiiiiriii. 151 91 76 37
Net gain arising from investment securities ............... 750 4,161 295 703
Other operating income, net . ..................c....... 1,203 1,181 343 411
Operatingincome .................................. 236,084 198,428 82,359 66,963
Operating expenses .. ..............c.ouiiirenenennn.. (79,633) (70,548)  (27,916) (24,363)
156,451 127,880 54,443 42,600
Impairment losses on:
—Loans and advances to customers ..................... (12,988) (13,913) (2,869) (3,639)
—Others ... e 355 (2,376) 60 169
Impairmentlosses .................................. (12,633) (16,289) (2,809) (3,470)
Share of profit of associates and jointly controlled
entities . .. ... ... .. ... ... 16 13 6 5
Profitbeforetax ................... ... ... ... ........ 143,834 111,604 51,640 39,135
INCOmME tax EXPeNSe . .. v vvvv ettt (33,193) (25,442)  (11,778) (8,814)
Netprofit ......... .. .. .. ... . . .. . . 110,641 86,162 39,862 30,321
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APPENDIX II—UNAUDITED FINANCIAL RESULTS FOR THE NINE MONTHS
ENDED 30 SEPTEMBER 2010

China Construction Bank Corporation

Consolidated unaudited statement of comprehensive income

For the nine months ended 30 September 2010

(Expressed in millions of Renminbi, unless otherwise stated)

Other comprehensive income:

Gains/(losses) of available-for-sale financial assets ........

Less: Income tax relating to available-for-sale financial

ASSEES . . vttt e
Reclassification adjustments . ............ .. ... .. ......

Exchange difference on translating foreign operations . . . . ..
Others . ... ...

Other comprehensive income for the period, net of tax . ..

Total comprehensive income for the period ............

Net profit attributable to:

Equity shareholders of the Bank .. .................
Non-controlling interests . .. ......................

Total comprehensive income attributable to:

Equity shareholders of the Bank .. .................
Non-controlling interests . .. ......................

Basic and diluted earnings per share (in RMB) .........
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Nine months ended

Three months from

30 September 1 July to 30 September
2010 2009 2010 2009
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

2,319 (100) 4,728 (2,136)
(577) 26 (1,153) 534
631 885 997 (33)

2,373 811 4,572 (1,635)
(597) 256 (160) 136

6 _ _ _
1,782 1,067 4,412 (1,499)
112,423 87,229 44274 28,822
110,499 86,119 39,758 30,313
142 43 104 8
110,641 86,162 39,862 30,321
112,239 87,186 44,183 28,816
184 43 91 6
112,423 87,229 44,274 28,822
0.47 0.37 0.17 0.13
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China Construction Bank Corporation

Consolidated unaudited statement of financial position
As at 30 September 2010
(Expressed in millions of Renminbi, unless otherwise stated)

30 September 31 December
2010 2009

(Unaudited) (Audited)

Assets:
Cash and deposits with central banks . ........ ... .. . . . . 1,652,506 1,458,648
Deposits with banks and non-bank financial institutions . .............. .. ... .. .. 81,692 101,163
Precious Metals . ... ..o 9,856 9,229
Placements with banks and non-bank financial institutions ................. ... .ot inon.. 74,513 22,217
Financial assets at fair value through profitorloss .. ....... ... ... . i i 39,467 18,871
Positive fair value of derivatives . . . ... ...t 13,339 9,456
Financial assets held under resale agreements .. ...............uiuniunneitnenneenneenneenns 357,158 589,606
Interest receivable . ... ... ... e 44,230 40,345
Loans and advances tO CUSIOMETIS . . . . .ot it ittt et et e e e e et e e e e 5,368,023 4,692,947
Available-for-sale financial assets . ... ........ ... .t 654,591 651,480
Held-to-maturity INVESUMENLS . .. ...ttt ettt ettt e e et e et e 1,838,721 1,408,873
Debt securities classified as receivables . ...... ... ... .. . .. 320,468 499,575
Interests in associates and jointly controlled entities . ............ . ... ... ... .. .. 1,790 1,791
FIXed @SSELS . . .ttt e 73,458 74,693
Land use ights . .. oo 16,642 17,122
Intang@ible assets . . ... ... 1,125 1,270
GOoOAWILL . .o 1,559 1,590
Deferred tax @SSEtS . .. ..ottt e 9,300 10,790
ORI A@SSEES . ot ittt et e 20,612 13,689
TOtal @SSEES . . o\ttt 10,579,050 9,623,355
Liabilities:
Borrowings from central banks . ... ... ... 1,804 6
Deposits from banks and non-bank financial institutions . .............. .. ... .. ... . ... 658,740 774,785
Placements from banks and non-bank financial institutions .. ............ ... . ...t irn.. 61,663 38,120
Financial liabilities at fair value through profitorloss ......... ... ... . .. i, 9,642 7,992
Negative fair value of derivatives ... ... ... .. .. 11,477 8,575
Financial assets sold under repurchase agreements .. ...............iouieitnennninneennaenn 2,045 —
Deposits from CUSIOMETS . . . .. .o vttt ettt e et et e e et e e e e 8,969,226 8,001,323
Accrued Staff COSES . ..ottt 28,114 27,425
Taxes PAyable . . .. ... e s 24,627 25,840
Interest payable . .. ... ... 67,273 59,487
ProvVISIONS . . ottt e 1,100 1,344
Debt SeCurities 1SSUEA . . . .o\ttt et 95,350 98,644
Deferred tax Habilities . . . . ... oottt 304 216
Other Habilities . .. ... e e e e e 23,191 20,578
Total HabIlities . . . . ..ottt e e e e e e e s 9,954,556 9,064,335
Equity:
Share capital . ... ... 233,689 233,689
CaPItaAl TESETVE .« . vt ottt e ettt e e e e e e e e e s 90,272 90,266
Investment revaluation TESEIVE . . . . ... ittt et et e e e e e 15,494 13,163
SUIPIUS TESEIVE . o o . o ettt ettt e e e e e e e e e e e e e e e e e e e e 37,421 37,421
GENETAl TESEIVE . . ottt e et et e e e e e 61,276 46,806
Retained earnings . ... .. ...ttt 184,936 136,112
EXchange reserve ... ... ... 2,579) (1,982)
Total equity attributable to equity shareholders of the Bank ........ ... ... ... ... ... ... ... 620,509 555,475
NON-CONtrolling INLETESES . . . . o ..ottt e ettt e e e e e e e e s 3,985 3,545
TOtal @QUILY . . o oottt e e e e e e e e e e e 624,494 559,020
Total liabilities and eqUILY . . ... ...ttt 10,579,050 9,623,355

Approved and authorised for issue by the board of directors on 29 October 2010.

Zhang Jianguo Wong Kai-Man Elaine La Roche
Vice chairman, executive director and president Independent non-executive director Independent non-executive director
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China Construction Bank Corporation

Unaudited Statement of financial position
As at 30 September 2010
(Expressed in millions of Renminbi, unless otherwise stated)

30 September 31 December
2010 2009

(Unaudited) (Audited)

Assets:
Cash and deposits with central banks . ......... ... . . 1,647,993 1,455,370
Deposits with banks and non-bank financial institutions . .............. ... ... .. i . 87,808 100,679
Precious Metals . ... ... 9,856 9,229
Placements with banks and non-bank financial institutions . ................ ...t ninn.. 73,083 23,143
Financial assets at fair value through profitorloss ............ ... ... i .. 26,033 10,251
Positive fair value of derivatives . . . ... ... ot e 12,078 7,730
Financial assets held under resale agreements .. ...............uiuneunnernenn et 357,158 588,706
Interest receivable . ... ... . e 43,970 40,129
Loans and advances tO CUSTOMETS . . . . ..o\ttt t ittt e e ettt et e et e et e e et 5,273,648 4,626,024
Available-for-sale financial aSSetS . .. ... ... .. . 650,902 649,979
Held-to-maturity INVESIMENLS . . . .o\ttt et ettt et e e e e e e e et 1,838,506 1,408,465
Debt securities classified as receivables ... ....... .. .. 320,468 499,575
Investments in SUbSIAIAIIES . . . .. .. ... it 9,677 8,816
FiXed aSSelS . .ttt e 72,806 74,098
Long-term 1€ase Prepayment . . . . . ...ttt ettt e e e e e e e e 16,584 17,062
Intangible assets .. ... ... .. 1,092 1,242
Deferred tax aSSELS . .. ..ttt 10,236 11,323
OthET ASSELS . . .\ ittt e e e e e 37,691 33,310
TOtal @SSELS . . vttt e 10,489,589 9,565,131
Liabilities:
Borrowings from central banks .. ... 1,804 6
Deposits from banks and non-bank financial institutions . .......... ... .. ... . .. 658,789 776,582
Placements from banks and non-bank financial institutions .. ....................cirirnon... 40,120 31,968
Financial liabilities at fair value through profitorloss ............ ... .. i, 7,274 7,992
Negative fair value of derivatives . ... .. ... ...t s 11,094 7,894
Financial assets sold under repurchase agreements . .......... ... ..ot 6,071 2,625
Deposits frOm CUSIOMETS . . . . oo\ttt et ettt e e e e e e e e e e e e e e e 8,914,084 7,955,240
Accrued Staff COSIS . ..ottt e 27,414 26,708
Taxes payable . . .. ... 24,126 25,549
Interest payable . .. ... ... 67,124 59,442
PrOVISIONS . .ottt e 1,097 1,344
Debt Securities ISSUEA . . .. ... o it 94,243 98,383
Deferred tax Habilities . . .. ... oot 22 22
Other Habilities . .. ...t e e e e e e e 21,008 20,057
Total HabIlItIes . . . . . oottt e e e e e e e e e s 9,874,270 9,013,812
Equity:
Share capital . ... ... 233,689 233,689
Capital TESETVE . . . . oottt ettt e e e e e 90,272 90,266
Investment revaluation TESEIVE . . . . ...ttt e et e e e e e e e e e e 15,515 13,213
SUIPIUS TESEIVE . . .. ottt et et e e e et e e e e e e e e e e e 37,421 37,421
GENEIAl TESEIVE . . o vt ittt e e e e e e e e 60,608 46,209
Retained @arnings . .. ... ...ttt e 178,161 130,785
EXChange reserve .. .. ... (347) (264)
TOtal ©QUILY . . o oottt e e e e e e e e 615,319 551,319
Total liabilities and eqUILY . . ... ...ttt 10,489,589 9,565,131

Approved and authorised for issue by the board of directors on 29 October 2010.

Zhang Jianguo Wong Kai-Man Elaine La Roche
Vice chairman, executive director and president Independent non-executive director Independent non-executive director
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China Construction Bank Corporation

Consolidated unaudited statement of cash flows
For the nine months ended 30 September 2010
(Expressed in millions of Renminbi, unless otherwise stated)

Nine months ended
30 September

2010 2009
(Unaudited) (Unaudited)

Cash flows from operating activities

Profit Defore tax . . . ..o 143,834 111,604

Adjustments for:

—Impairment 10SSEs . . ... ..ot 12,633 16,289

—Depreciation and amortisation . . . ......... .. 8,755 8,008

—Unwinding of diScount . ..... ... ... .. (552) (1,016)
—Revaluation gain on financial instruments at fair value through profit or loss . ... ... (1,996) (410)
—Share of profit of associates and jointly controlled entities ..................... (16) (13)
—Dividend INCOME . . ... ... i (151) ©n
—Unrealised foreign exchange loss/(gain) . ...........c.oo ... 1,178 (3,278)
—Interest expense on bonds issued . .. ... .o 2,478 2,335

—Net gain on disposal of investment SECUrities .. .............c.c.vuiinenenao... (750) 4,161)
—Net gain on disposal of fixed assets and other long-term assets .................. (151) (49)

165,262 129,218

Changes in operating assets:
Net increase in deposits with central banks and with banks and non-bank financial

INSHEULIONS © o v ettt et e e e e e et e e et e e e e et e e (286,308) (209,406)
Net decrease in placements with banks and non-bank financial institutions .......... 3,666 2,995
Net increase in loans and advances to CUStOMErS . .. .........cueuenrenenenennn.. (691,999) (893,705)
Net decrease/(increase) in financial assets held under resale agreements ............ 232,429 (557,659)
(Increase)/decrease in other operating assetsS . ................oueenenenennen... (37,388) 6,456

(779,600) (1,651,319)

Changes in operating liabilities:

Net increase in borrowings from central banks ... ....... ... .. ... ... ... .. ... .. 1,798 —
Net increase/(decrease) in placements from banks and non-bank financial

INSHEULIONS .« & v vttt ettt e e e e e e e e e 24,197 (1,896)
Net increase in deposits from customers and from banks and non-bank financial

INSHEULIONS .« o ot ettt et e e et e e e e e e e 857,962 1,714,895
Net increase/(decrease) in financial assets sold under repurchase agreements . . ....... 2,045 (413)
Net (decrease)/increase in certificates of depositissued .. ........ ... ... ... ..... (128) 4,288
Income tax paid . .. ..ottt (34,383) (43,935)
Increase in other operating liabilities ............ .. ... .. . .. 8,580 4,100

860,071 1,677,039

Net cash from operating activities ................ ... ... .. ... ... ... ...... 245,733 154,938
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China Construction Bank Corporation

Consolidated unaudited statement of cash flows
For the nine months ended 30 September 2010
(Expressed in millions of Renminbi, unless otherwise stated)

Nine months ended

30 September
2010 2009

(Unaudited) (Unaudited)
Cash flows from investing activities
Proceeds from sale and redemption of investments .. ............. ... .. ... . ... 1,139,351 955,023
Dividend received . .. ... e 150 91
Proceeds from disposal of fixed assets and other long-term assets ................. 522 477
Acquisition of subsidiaries ... ......... . — 57
Cash received from other investing activities .. ...............c.oiiiinenan.... — 172
Purchase of Investment SECUTItIES . . . . ..ottt t ittt e (1,381,184) (1,247,344)
Purchase of fixed assets and other long-term assets . . .. ..., (6,791) (7,764)
Acquisition of associates and jointly controlled entities ......................... (18) (12)
Net cash used in investing activities .................. .. ... ... ... ... ..... (247,970)  (299,300)
Cash flows from financing activities
Issue of subordinated bonds ... ...... ... . — 59,903
Capital contribution by non-controlling interests . . ............. ... ..o, .. 278 —
Dividend paid . ... ... ... (47,227) (19,578)
Repayment of debt securities issued . . ........ ... (2,870) (23,300)
Interest paid on bonds issued . ........... ... (2,338) (1,292)
Net cash (used in)/from financing activities . ................................ (52,157) 15,733
Effect of exchange rate changes on cash and cash equivalents ................. (891) 19
Net decrease in cash and cash equivalents .................................. (55,285)  (128,610)
Cash and cash equivalentsasat 1 January ................................. 380,249 355,811
Cash and cash equivalents as at 30 September .............................. 324,964 227,201
Cash flows from operating activities include:
Interest received . ... ... ... .. 263,521 241,800
Interest paid, excluding interest expense on bondsissued ........................ (83,793) (94,657)
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APPENDIX III—MANAGEMENT DISCUSSION AND ANALYSIS OF RESULTS OF THE GROUP

The following discussion and analysis should be read in conjunction with our consolidated financial
statements at and for the years ended 31 December 2007, 2008 and 2009 and at and for the six months ended
30 June 2010, together with the accompany