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Address by the Chairman of the Board

2011 is the milestone year of the Bank of Zhengzhou. Against the complex and changeable economic
situation at home and abroad and with the increasingly fierce competition in banking industry, all staffs and
managers of the bank were not scared but overcame various difficulties and accomplished significant work
achievement under the guidance of the board of directors and team in charge of management. This performance is
good enough to be recorded into the company’ s history as it lays a good foundation for the development of the

company in the future.

At the end of 2011, total assets of the company reached 72.485 billion Yuan; balance held on deposits was
54.976 billion Yuan; balance of various loans was 37.405 billion Yuan; rate of capital sufficiency was 18.45%; rate of
non-performing loan was 0.44% and the rate of provision coverage rate was 416.16%. The amount of profit totaled

1.224 billion Yuan and net profit reached 958 million Yuan. Each business indicator was higher than before.

Pay attention to management step by step and focus on development wholeheartedly. In 2011, various
business of the company kept a health and rapid development and achieved historical breakthrough in key tasks,
where: the task for capital increase and stock expansion was finished perfectly and thus that historical burden was
disposed completely; the balances of deposits and loans were both increased by over 10 billion Yuan and the
growth amount ranked the first among all the financial agencies in Zhengzhou city; the progress of cross-regional
development was promoted stably by initiating and establishing Township Bank of the Bank of Zhengzhou in
Yanling county, Xuchang city and Xinmi county, Zhengzhou city, among which the one established in Yanling
county was the first township bank of the company built in other cities; the team in charge of management was
optimized and the governing structure of corporate became more perfect; with the increasingly popularization of
the financial brand of micro-enterprises, the bank set up micro-enterprises exclusive branches and created some
financial service products such as pledge of intellectual property rights and so on; giving emphasis to regional
economic development, the bank decided two developing directions, i.e. business logistics bank and competitive

community bank, which laid a good foundation for the development of the company in the future.

2012 is the first year that the company begins to develop its business without any burden after settling the
old issues completely. In this year, we shall treat compliance operation as the primary consideration and scientific
development as the key direction and take the strategic opportunity brought by the construction of central-China
economic region and the success of capital increase and stock expansion, to concentrate our efforts on integrating
our stock right, introducing strategic investors, completing the mechanism and business innovation to help the
company to realize a leap-forward development. To the end of 2012, we shall manage to realize an asset size of 90
billion Yuan, balance held on deposits of 67.5 billion Yuan, balance of loan of 46.5 billion Yuan and profits reaches
1.7 billion Yuan.
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Address by the President

2011 is a year of significant milestone for the Bank of Zhengzhou. In confronting with the complex and

changeable economic situation, all staffs and managers woiked together to overcome difficulties and paid attention

to dealing with concrete matters relating to woik and developing our business and has achieved great performance.

Up to the end of 2011, the total asset of the bank was 72.485 billion Yuan in total, which was 14.758billion Yuan
higher than that at the beginning of the year, ie. 57.727 billion Yuan; each balance held on deposits was
54.976billion Yuan (exc. the inter-bank deposits of 1.611billion Yuan), which was increased by 10.347 billion Yuan
from that at the beginning of the vear, i.e. 44.629 billion Yuan (exc. the inter-bank deposits of 1.16 billion Yuan);
each balance of loan was 37.405 billion Yuan, which was 10.605 billion Yuan higher than that at the beginning of
the year, ie. 26.8 billion Yuan; rate of capital sufficiency reached 18.45%, rate of non-performing loan was
controlled within 0.44% and the provision coverage rate was 416.16%; and all the main supervision indicators were
satisfying. This achievement has been kept in the historic record of the Bank of Zhengzhou and it is of great help
to the development of the bank.

In 2011, under the focus planning, we smoothly accomplished capital increase and stock expansion with
2.508 billion Yuan newly issued shares and 6.822 billion Yuan raised fund, which not only settled the old problems
of the bank but also enhanced our capital strength and laid a firm foundation for the healthy, sustainable and rapid
development of the bank; with our seeking to actual result, deposits and loans both had a growth in 10 billion Yuan
and ranked first in the bank industry of Zhengzhou; additionally, we established the second township bank in
Xinmi county and the first township bank of other cities in Yanling county, Xuchang city, and set up a branch in
Zhongmu county, thus all the counties in and around Zhengzhou were covered with the network point of our bank;
bearing innovative concept in mind, the bank is continuously targeted to perfect the function of its E-bank, VIP
card and social security & citizen card and enrich its financing products; as small-business finance brand became
more and more popular, with the increasingly deepen of the division system, we set up our first small-business
exclusive branch, which further solidified our superiority in the finance and business logistics industry for middle

and small enterprises.

2012 is the first year that the company begins to develop its business without any burden after settling the
old issues completely and the key year for further implementing the new five-year strategic planning. We shall do
our best to promote the optimization and upgrading of stock right structure, coordinate business development with
risk prevention and control, focus on mechanism perfectness, business innovation, science & technology support,
structural adjustment and risk prevention and control. we shall greatly develop the company’ s business by
treating trade financing as a breakthrough to rapidly enlarge the size of asset and liability; greatly develop
individual business and continuously optimize the business structure; greatly develop medium business and speed
up the transforming of profit model; greatly boost the advance of science and technology and keep on
strengthening scientific and technological support for our business development. Moreover, we shall pay more
attention to accurate management, product innovation and finding out our potential capacities to realize a rapid,

sustainable and healthy development of the Bank of Zhengzhou.
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Address by the Chief Supervisor

For the Bank of Zhengzhou, 2011 is the first year to implement its Strategic Development Planning of 2011-
2015 and also a year of bumper harvest. Under the care and suppoit of all leaders and all circles, and with the
associated effort of all members, the growth of deposit and loan both reached 10 billion Yuan; capital increase and
stock expansion have been completed successfully; meanwhile, there are also some further improvements in the
governing structure of corporate, each supervision indicator, asset quality, risk resistance, profitability, system
mechanism and social benefits.

In 2011, according to the national financial supervision policy and the requlation and overall developing
strategy of the bank, the Board of Supervisors, taking advantage of construction in “ compliance performing
year” and combined with the real practice in working, paid more attention to risk prewarning and legal and
compliance supervision, intensified inspection and investigation, actively developed various supervision worlk,
timely warned for potential risks, strictly and scientifically organized evaluation on duty performance and well
executed various supervision duties.

In the coming 2012, the Bank of Zhengzhou is surely to have a wider development prospect. However, for a
period of time to come, the uncertainty of economic situation at home and abroad is still in increasing. In
confronting with the complex external management environment, the Board of Supervisors has fully realized the
complexity, arduousness and sensitivity in performing the duties to supervise investors. Thus, the Board of
Supervisors, with firm confidence and pioneering spirit, will keep on performing each supervisory woik step by
step and supervising all levels of the bank to pay attention to risks, so as to lay a solid foundation for further
development and stable operation, keeping the bank in healthy, complete and sustainable development and

upgrading each woik to a new level.

g
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Wang Tianyu, Chairman and Party Secretary (right 7%)

Shen Xueqing, President (left 7%)
Fan Dalu, Chief Supervisor (right 6%)

Li Wenbin (left 6")

Zhang Rongshun, Vice Chairman (right 5%)
Xiahua, Vice President (left 5%)

Qiao Jun’ an, Vice President (right 4")



Zhao Lijuan, Vice President (left 4")
Biao Xiaofeng, Vice President (right 3"
Zhao Maicheng, Secretary of Discipline

Inspection Committee (left 3™)

Sun Haigang, President Assistant (right 2™)
Guo Zhibin, President Assistant (left 2*)
Zhang Wenjian, President Assistant (right 1%)

Mao Yuezhen, Chief Accountant (left 1%)



Chapter I Important Notices

The board of directors and all members of the
directors hereby represent and warrant that this report
contains no false representations, misleading statements
or material omissions, and shall assume the joint and
several liabilities for the authenticity, accuracy and

completeness of the contents.

The 2* meeting of the 4® Board of Directors of the
Bank audited and approved this annual report and its
abstract on April 13, 2012. 14 of 15 directors and 1

authorized representative attended this meeting.

Henan Chenghe Certified Public Accountants Firm
has audited the annual financial statements of this
company and issued the unqualified opinion audit report

according to Chinese auditing principle.

Board of the Directors of Bank of Zhengzhou

Wang Tianyu, the Chairman of the Board and the
Secretary of Party Committee, Shen Xueqing, the
President, and Mao Yuezhen, the Chief Accountant of the
Bank guarantee the authenticity and completeness of the

financial statements in the annual report.




Signature of Directors:

-._.—-..——._.J‘c, S
_j Wang Tianyu A é Zhang Rongshun

» 50 =
4% Quan Bao / ’ /ﬂ‘» Liu Rui
=
(4 %’{}% Guo Mushun 7 s Ding Yi

)W Li Zizheng é‘-:fé % Xu Fang

% % % Zu Pinghua @ @ » Zhang Lanzhen
i
% ' Cai Yuping
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I. Introduction

(I) Legal name in Chinese: Bank of Zhengzhou Co., Ltd (short for Bank of Zhengzhou, hereinafter
called as “the Bank" ).

Legal name in English: BANK OF ZHENGZHOU CO., LTD. (short for BANK OF ZHENGZHOU)
(IT) Legal representative: Wang Tianyu, Chairman of the board

(ITI) Registered address: No. 22, Shangwu Outer Ring Road, Zhengdong New District,
Zhengzhou, China

Office address: No. 22, Shangwu Outer Ring Road, Zhengdong New District, Zhengzhou, China
PC.: 450046

(IV) Newspapers for information disclosure: Financial Times and Zhengzhou Daily

The Bank’ s annual report is available at: office of the Board of Directors of the Bank

Tel: 86-371-67009868

Fax: 86-371-67009868

E-mail: dongshiban666 @yohoo.com.cn

(V) Other related information

Date of the first registration: Nov. 16, 1996

Registration change date: December 17, 2011

Registered No. of license for business corporation: YGSQ410000100052554

Corporation license No. for financial institutes: B1036H241010001

Appointed Chinese CPA Firm: Henan Chenghe Certified Public Accountants Firm

Office address: Floor 7, Building 7, Fortune Plaza, 32 Jingsan Road, Jinshui District, Zhengzhou City
Appointed law firm: Henan Shengda Law Firm

Office address: Floor 21, News Building, No. 85 Huayuan Road, Jinshui District, Zhengzhou City

(VI) This report is compiled in Chinese-English. If there are any different meanings, please give
priority to Chinese statements.
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I. Main financial data during the reporting period

ANINIIAL on1 1

PEDPNOPRT

Unit: RMB/10,000¥nan

Item Amount
Gross profits 122,359
Net profits 95,777
Net profits deducting incidental profits and losses 99,540
Operating profits 127,377
Investment yields 49,302
Subsidy incomes -
Net amounts of non-operating income and expenditure -5,018
Net cash flow from operating activities 322,192
Net increase amounts of cash and cash equivalent 22171

Note: 1. Gross profits refer to gross profits before tax.

2. The deducted non-operating profits and losses refer to net amounts of non-operating income and expenditure of RMB -

50,180,000Yuan, including the non-operating incomes of RMB 7,130,000Ynan and non-operating expenditures of RMB 57,310,000Ynan.

3. Operating profits refer to the balances of gross profits minus the net amounts of non-operating income and expenditure.

Unit: RMB/10,000¥nan

Items of non-operating profits and losses Amount
Non-operating incomes 713
Inc.: forfeits and penalty receipts 24
gains from disposal of assets 0
Cashier rest incomes 5
Donation incomes 0
Other non-operating incomes 679
Non-business expenditure 5731
Inc.: Loss from disposal of assets 2]
Fines outlay 0
Donation expenses 3410
Pending action debt 0
Other non-operating expenditures 2312
Total -5018

ANNUAL REPORT 2011 | 14
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II. Main accounting data and financial indicators of the last three years as at end
of reporting period

Unit: RMB/10,000Yuan

Item 2011 2010 2009
Main operating incomes 324,412 201,267 150,151
Net profits 95, 777 62,911 22,766
Gross profits 122,359 82,794 30,050
Total assets 7,248,547 5,772,673 4,251,071
Total liabilities 6,620,373 5,495,353 4,038,115
Equity of shareholders at end of year 628,175 277,320 212,956
Basic earnings per share (Yuan) 0.24 0.44 0.16
Diluted earnings per share (Yuan) 0.24 0.44 0.16
Net assets per share (Yuan) 1.59 1.93 1.49
Net cash flow per share from operating activities (Yuan) 0.82 3.21 ikl
Cost-income 1atio (%) 31.77 35.85 33.99
Weighted average return on net assets (%) 29.45 25.74 11.23
;\Le]iqglutgle;;r%l;% e Tefurn ou net assets (%) after deducting q0e] e i it

IT1. Supplemental financial data of the last three years as at end of reporting period

Unit: RMB/10,000¥uan

Item 2011 2010 2009
Total liabilities 6,620,373 5,495,353 4,038,115
Total deposits 5,497,643 4,462,880 3,493,955
Inc: corporate deposits 4,013,406 3,339,002 2,596,993
Savings deposits 1,484,237 1,123,878 896,962
Inter-bank borrowing 1,100
Total assets 7,248,547 5,772,673 4,251,071
Total loans 3,740,525 2,679,987 2,020,260
Inc: ordinary loans 3,317,303 2,259,752 1,570,236
Discounting amount 423,222 420,235 450,024
Imprest

Notes: 1. Total deposits include the corporate deposits and the savings deposits while the former includes the current deposits, corporate
deposits at notice, fixed depogits, remittances outstanding, deposited security money and fiscal deposits, and the latter includes the current
savings deposits, individual notice savings and fixed savings deposits.

2. The total loans include the ordinary loang, discounting amount and imprest.
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PEDPNOPRT

Proportion distribution chart of all balances held on deposits in 2011

Savings deposits 27%
148.42 Hundred million Yuan

Enterprise deposits 73%
401.34 Hundred million Yuan

549.76 Hundred million Yuan

Main accounting data and financial indicators chart of the
last three years as atl the end
of the reporting period

1.Main business income (unit: RMB / yuan) 2.Net profits (unit: RMB / yuan)
95,800
324412 62,911
201,267
150,151
22,766
2009 2010 2011 2009 2010 2011
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3.Balances held on deposits (Unit: RMB / yuan)

5,497,600
4.462,880
3,493,955 ﬂ
2009 2010 2011

T
TIIIIY

4.Balances of loans (Unit: RMB / yuan)

3,740,500

2,679,987
2,020,260 '
2009 2010 2011

IV. Supplemental financial indicator of the last three years as at end of reporling period

Unit: RMB/10,000Yuan. %

Item Supervision indicator 2011 2010 2009
Rate of core capital sufficiency =4% 15.53 8.42 9.96
Rate of capital sufficiency =8% 18.45 11.61 14.92
Ratio of bad loans =<3% 0.44 0.51 1.51
Deposit-loan ratio <75% 67.70 59.37 56.89
Assets liquidity ratio =25% 36.97 35.80 54.55
Borrowing funds ratio =4% 0.03
Lending funds ratio =8%

Rate of interests recovery =80% 1001 i 98.49
Concentration degree of loans of single client <10% Sl 817 37.22
Credit concentration degree <50% by 20:74 118.35

Note: 1. The calculation of deposit-loan ratio includes the discounting amounts; the calculation of ratio of bad loans includes the imprest.
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V. Shareholders equity changes during the reporting period

ANNIIAIL 9”1 1

RFPORT

Unit: RMB/10,000¥nan

Ttems of shareholders equity  “GRLCGINCE  cumentperiod  camentperiod  of reporting pertod
Paid-up capital 143,393 250,800 - 394,193
Capital reserve 6,572 6,713 892 12,394
Surplus reserve 2210 9,578 154 31,540
General reserves 39,641 15,679 - 55,320
Undistributed profits 65,597 ST 26,646 134,728
Total of shareholders equity 277,320 377,501 26,646 628,175

Note: conditions for shareholders equity changes:
1. The paid-up capital and capital regerve had no change.

2. The capital regerve increased by 67.13 million Ynan this year, including 35.65 million Yuan from capital increase and preminm, and 31.48

million Ynan from change in fair value of tradable financial aszets; the capital regerve depressed by 8.92 million Yuan this year because of

the change in fair value of tradable financial assets. The surplus reserve decreaged by 1.54 million Yuan this year hecause of the carry-over

of profits and lozses of last year.

3. Suiplus regerve increased by RMB 95.78 million Yuan in this fiscal year, referring to withdrawal legal suiplus reserve.

4.The general reverse increased by RMB 156.79million Yuan, referring to the ordinary risk reserve deducted at the end of year.

5. Increagsed RMB 957.77 million Yuan undistributed profits of this year belonged to current net profits, the reduced RMB266.46 million
Yuan included RMB 94.23 million Yunan of advanced legal suiplis reserve regerves, and RMB 156.79 million Ynan of general regerves and
RMB 13.89 million Ynan carried forward due to profit and loss adjustment of last year

VI. Capital composition and changes

Unit: RMB/10,000Yuan

Item 2011 2010 2009
Core capital 622,233 276,624 211,801
Paid-in capital/common stock 394,193 143,393 143,393
Capital reserve 8,361 6,572 5,063
Surplus reserve 86,860 61,758 29831
Undistributed profits 132,819 64,901 35,514
Minority interests
Deducting item of core capital 2,900 2,364 1,299
Inc.: insufficient withdrawal provisions for possible loan losses = = z
Net core capital 619,333 274,261 210,502
Affiliate capital 120,508 101,605 103,675
General reserves 47,362 36,713 36,654
e T R 120,508 101,605 103673
Deducting item 7.279 4,727 2,598
Inc.: insufficient withdrawal provisions for possible loan losses - - -
Net capital 735,462 378,229 315476
3,986,994 3,257,353 2,114,542

Risk-weighted assets

Note: the paid-in capital of 2,508 million Ynan was added this year
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I. Stock changes

Stock changes during the reporting period of the Bank were as follows:

CeNOESBEBES ®

ANINITIAI on11

PEPNORT

Unit: RMB/10,000¥nan

Item At end of 2011 At end of 2010
Total capital stocks 394, 193 143, 393
State-owned stocks Holding stocks 168771 SIS0
Proportion 13.13% 36.10%
Other corporate stocks Holding stocks 336, 511 e Tl
Proportion 85.37% 59.78%
Natural person’ s stocks Holding stocks 5, 912 5, 912
Proportion 1.5% 4.12%
Inc.: internal staff stocks Holding stocks &l BRE 3, 585
Proportion 0.9% 2.5%

I1. Shareholders and changes

(I) Introduction of shareholders

At end of reporting period, total shareholders of the Bank were 4,481, including 386 corporate shareholders and
4,095 natural person shareholders.

(IT) Transfer and increase of shareholders’ equities

During the reporting period:

1. Henan Xingya Enterprise Group Co., Ltd, a shareholder of the Bank transferred its 12,400,000 stocks to Henan
Soke Real Estate Co., Ltd, and this stock transfer has been finished within the reporting period.

2. Eight shareholders of the Bank including Zhengzhou 2nd People’ s Hospital transferred their 9,750,000 stocks to
Bridge Trust Investment Co., Ltd, and this stock transfer has been finished within the reporting period.

3. During the reporting period, the Bank newly issued another 2,508 million stocks, and absorbed 58 new legal
person shareholders which totally accuired 2,261 million stocks; 4 original shareholders increased their stocks by 247
million stocks in total.
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IIT Top ten shareholders as at the end of the reporting period

Unit: RMB/10,000¥uan

No. Title of shareholder Holding stocks Proportion (%)
01 Zhengzhou Municipal Financial Bureau 495,904,755 12.58%
02 Yutai International (China) Real Estate Development Co., Ltd 262,000,000 6.65%
03 Henan Xingye Real Estate Development Co., Ltd 250,000,000 6.34%
04 Zhengzhou Investment Holding Co., Ltd 234,800,000 5.96%
05 Henan Chendong Industry Co., Ltd 226,000,000 5.73%
06 Zhongyuan Trust Co., Ltd 205,000,000 5.20%
07 Henan Guoyuan Trade Co., Ltd 195,000,000 4.95%
08 Bridge Trust Investment Co., Ltd 142,750,000 3.62%
09 Henan Shengrun Holding Group Co., Ltd 100,000,000 2.54%
10 Henan Zhenghong Real Estate Co., Ltd 100,000,000 2.54%
Total 2,211,454,755 56.10%

IV Pledge and sequestration of shareholders’ slocks

During the reporting period, no share of any shareholder of the Bank was impawned or closed down

V Introduction to shareholders holding up 5% stock rights

(I). Zhengzhou Municipal Financial Bureau

Zhengzhou Municipal Financial Bureau is a comprehensive functional department of Zhengzhou Municipal
People’ s Government implementing general management of financial revenues, governing financial supervision and
attending macro-control for national economy.

During the reporting period, Zhengzhou Municipal Financial Bureau held 495,900,000 stocks of the Bank,
occupying 12.58% of total stocks of the Bank. There was no mortgage or dispute arising from these stocks.

(IT) Yutai International (Henan) Real Estate Development Co., Ltd

During the reporting period, the second largest shareholder of the Bank was Yutai International (Henan) Real Estate
Development Co., Ltd which is the wholly-owned subsidiary of Henan Yutai Investment Development Co., Ltd, and was
registered in the industrial and commercial authority in December 1992 with a registered capital of RMB 223,960,000
Yuan. Its business covers the development and sale of real estates. Since the date of foundation, Yutai International (China)
Real Estate Development Co., Ltd has constructed Yutain Commercial Building, Zhengzhou Urban & Rural Trading Center
(a large wholesale market) and Yutai Garden, etc. based on the principle of stable development.

During the reporting period, Yutai International (Henan) Real Estate Development Co., Ltd held 262,000,000 stocks

of Bank of Zhengzhou, occupying 6.65% of total stocks of the Bank. There was no mortgage or dispute arising from these
stocks.

(ITT) Henan Xingye Real Estate Development Co., Ltd

Henan Xingye Real Estate Development Co., Ltd was founded in 1998 with a registered capital of 50 million Yuan.
Its business covers the development and operation of real estates and the sale of building materials.

During the reporting period, Henan Xingye Real Estate Development Co., Ltd held 250,000,000 stocks of Bank of
Zhengzhou, occupying 6.34% of total stocks of the Bank. There was no mortgage or dispute arising from these stocks.
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(IV) Zhengzhou Investment Holding Co., Ltd

Zhengzhou Investment Holding Co., Ltd (former body: Zhengzhou State-owned Assets Operation Co., Ltd) was
founded in October 2005 as a wholly state-owned company with a registered capital of 800 million Yuan. Its business
covers 1. the property right of state-owned assets of municipal sated-owned enterprises with the approval of government;
2. taking back, effective use and disposal of stock land of state-owned enterprises, state-owned modified enterprises and
state-owned bankrupt enterprises according to the provisions; 3. management of sate-owned capitals of invested company,
the strategic investment, holding or participation of local financial and advantageous enterprises and high-tech
enterprises by means of the incomes from state-owned assets; 4. capital financing and turnover of modification, employee
settlement, reorganization and relocation of sate-owned enterprises; 5. management of the non-operating sate-owned
assets under the municipal management left by reformed property right of sate-owned enterprise; 6. collection and
disposal of obsolete, discarded and cancelled bad accounts and other bad assets of state-owned enterprises with the
approval of municipal state-owned assets commission; 7. purchase and disposal of bad debts of state-owned enterprises,
reorganization of enterprises’ assets according to the arrangement of municipal government; 9. other business approved by
the municipal government.

During the reporting period, Zhengzhou Investment Holding Co., Ltd held 234,800,000 stocks of Bank of Zhengzhou,
occupying 5.96% of total stocks of the Bank. There was no mortgage or dispute arising from these stocks.

(V) Henan Chendong Industry Co., Ltd

Henan Chendong Industry Co., Ltd was founded in June 2003 (formal body: Henan Yinji Industry Co., Ltd) with a
registered capita of 1,200 million Yuan. Its business covers the sale of building materials, chemical materials (excluding
flammable and explosive chemical products), industrial arts, furniture, hardware, textile, general merchandise, computer
software and hardware, daily sundries, mechanical and electronic equipment (excluding automobiles) and cloths. The
main business of the Company is the sale of metallurgical and building materials.

During the reporting period, Henan Chendong Industry Co., Ltd held 226,000,000 stocks of Bank of Zhengzhou,
occupving 5.73% of total stocks of the Bank. There was no mortgage or dispute arising from these stocks.

(VI) Zhongyuan Trust Co., Ltd

With the approval of China Banking Regulatory Commission, Zhongyuan Trust Co., Ltd was founded in 1985 with a
registered capital of 1,202 million Yuan as a provincial state-owned non-bank financial institution with financial trust as
main business. Its business covers the capital trust, movable property trust, real estate trust, security trust and trust of
other assets or property rights; investment fund business as the sponsor of investment funds or fund management
company, reorganization, merger, project financing, corporate finance, financial consultation and so on of enterprise assets;
trusted sale of securities approved by relevant department of the State Council; brokerage, consultation, credit
investigation, and so on; custody agency and safety deposit; due from and to banks, loans, lease and investment of
inherent assets.

During the reporting period, Zhongyuan Trust Co., Ltd held 205,000,000 stocks of Bank of Zhengzhou, occupying
5.20% of total stocks of the Bank. There was no mortgage or dispute arising from these stocks.
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Directors, Supervisors, Executives and Employees
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I. Introduction to current directors, supervisors and executives

(I) Basic introduction to directors

Post Name Gender Age(year) Eﬁgfg&%ﬁgﬂ Tenure unit and duties Salary( ) Holdingtsolglc‘ls
Chairman Secre of the Party Committee,
of the board ~ Wang Tiamyu Male 46 2011.3.9-now Chaj.ntgrayn of the Bcl)?rd of Bank v 18928
of Zhengzhou
M Ro Vice chai iliehoamnd v
of the boa u ice chairman of the boa:
hang Rongshun  Male 53 04.6.25-now Bln oo 51612
Vfigf C]ll, i rdan Original Deputy general manager
Sitis el Cuan Bao Male 62 04.6.25-12.2.26  of I—Teﬁmn Economic & Technological 0
Development Corporation
Director Liu Rui Male 49 04.6.25-now Standing vice director of Zhengzhou 0
Municipal Financial Burean
i Original Director general of
Director GuoMushun ~ Male 52 04.6.25-12.2.26  pind 5o Burean of Er qi District, 0
Zhengzhoun City
Director DingYi Male 55 04.6.25-12.2.26  Deputy Chief accountant of 0
China Great Wall Aluminum
Corporation
Director Zhao Supi %
pg Folal Ly RS S Finance director of Zhengzhou c
Light Car Manufactory
Director Yan Wanpeng Male 47 04.6.25-12.2.26  Chief acconntant of Henan 0
Investment Group Co., Ltd
Director LiZizheng Male 48 04.6.25-12.2.26  Chief accountant of Zhengzhoun 0
Gas Group Co., Ltd.
i Director of Fi ial Department
Director Xu Fang Female 56 Gle sy ) og  [iecerolBmenciel Deparimen 0
Communications Burean
Director Zhu Pinghua Female 54 04.6.25-12.2.26  Director of Financial Department 0
of White Dove Group
Ipdependent  Zhanglawhen Female 69 0462512226 {ngmalyice presidentof y 0
of Zhengzhou
5?1(19%}%“(19“1; Cai Yuping Male 47 04.6.25-12.2.26 Professor of Zhengzhou University v 0

(IT) Basic introduction to supervisors

Post Name Gender Age Eﬁfﬁgfﬁ&%’;&% Tenure unit and duties  Salary( V) Holding tsoigﬁls

Chief supervisor FmDau  Male 47  2011.12:now of sheveamens o o J 0
Assistant consultant of

Shareholder supervisor LinXi' ai ~ Female 61 046.25-12.226 ZEng2hon Mycipal Bureau 0
Deputy General Manager of

Exterior supervisor L Haibin  Male 74  04.6.25-12.2.26 Henan Xingyu CPA & CTA Firm J 0
Director of Chinese Economic

Exterior supervisor Liu Yuhui Male 42 2011.6.24-now Ef" %52%31" alc;g;efa%gfa?érecé‘f’r N 0
Chinese Academy of Social Sciences

Employee supervisor Zhen Pengju Male 5 10.5.26-12.2.26  Office director of Bank of Zhengzhou J 7,403
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(ITI) Basic introduction to executives
Eniireperiod Beginning date .
Post Name Gender Age %E]?l‘]:]t(l:ligll of goldiug Dulies Salary( V) Holdm[gstsﬁlg
= the post
experience
T?l{e chatl_"ge of gvera]l work .
President ShenXueqing Male 46 22 2011.12 and otfice | o managemen J 0
Take charge of capital
operation department
and rigk management
Vice president  Hbua Xia Male 44 21 2011.12 FEEHHALER. J 0

Take charge of small
business credit department,
credit examination and
approval departmment, assets

Vicepresident QiaoJun’ an  Mae 58 36 2005.1 e 0

Take cha_rti]e of accounting
settlement department,
. . ad_mmlstrag?'g cdhepfirtment,
i science an nolos
Vice presiden  Zhao Lijuan Female 50 29 2008.5 e Lo Uy J 0
and labor union

Take charge of retail service
. . . department, remote banking
Vicepresiden  Bai Xiaofeng Male 45 27 2008.5 department and investm ent J 0
banking department

(IV) Basic introduction to other executives

Entire period ~  Beginning date . Holding stocks
Post Name Gender Age of acll_.leariéénanaal togeggtlging Duties Salary( V'] (stocks)
Sgcretasrsgc% for Take c}ilia_rge f%f discip]_jt_gf
; i ingpection office, capi
5155113 inary nspection Zhao Maicheng  Male & 20 Holiz conpstruction office, gecurity & g
department and party and
s sisaant 5 — mass affairs work department
president 2 Bl & fi A Take charge of business J g

department of the company

piskimiol  ZhamgWenmfian Male 46 26 2011.1 E;fﬁﬁiﬂ;ﬂ%’;tgrimh ) 0

- Hold a concurrent post as
pesistmtol  SumHaigang  Male 34 2 2011.3 gtergferﬂyggggl% g J 0
departiment of the board

Chief accountant Take charge of finance and
MaoYuezhen Female 48 18 2011.9 accnunﬁ_u% department / Ly

(V) Working experience and tenure introduction to current directors, supervisors and executives

1. Directors

Name Post Working experience

male, postgraduate, senior accountant, the cuirent Chairman of the board,

Secretary of the Secretary of the party committee, President of the Bank of Zhengzhou. Now he is

party committee,
Chairman of the

Secretary of the Party committee and President of Bank of Zhengzhou. He had ever
assumed the Deputy Director of Yugong Urban Credit Cooperatives, President of
Zhengzhou Urban Cooperative Banks Jingwu Road Sub-branch, and Vice

Wang Tianyu

board President of Commercial Bank of Zhengzhou. President and Secretary of the Party
committee of Bank of Zhengzhou
male, postgraduate, senior economic manager. Now he is the Member of Party
Committee and Vice Chairman of the Board of Bank of Zhengzhou. He had ever
Zhang Rongshun Vice chairman assumed the Dep.uty Office D]I.rector of People’ g Bank of Zhengzh.ou; Secreta.ry of
of the board the Party committee and Director of Zhengzhou Urban Credit Cooperatives;

Assistant Secretary of the Party committee and President of Zhengzhou Urban
Cooperative Banks; Vice President of Commercial Bank of Zhengzhou.
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Name Post Working experience

male, subordinate college, senior accountant. Now he iz the Deputy General
5 : Manager of Henan Economic & Technological Development Corporation. He had
Vice chairman - ; : :
Quan Bao el T d ever assumed the Finance Director, Deputy Director and Director of No. 9604
0 =lL00T Factory of the General Logistice Department of the PLA; Deputy Secretary of the
Logistics Department of No. 2 Artillery 531d Base of the PLA.

male, postgraduate, senior accountant. Now he iz the Member of the Party
committee and Standing Deputy Director of Zhengzhou Mnunicipal Financial

Liu Rui Director Bureau. IHe had ever assumed the Deputy Director General, Director, Chief
Accountant and Deputy Director of Zhengzhou Municipal Financial Bureau
Budget Division.

male, undergraduate, gualified accountant. Now he is the Chief Accountant of
Henan Investment Group Co., Ltd. He had ever assumed the Principal Staff
. Member of Henan Provincial Planning Economy Commission Office and Personnel
Yan Wanpeng Director : :
Department; Assistant General Manager, Chief Accountant and Manager of
Comprehengive Planning Department of Henan General Constuction Investment

Company.

female, undergraduate, (qualified accountant and certified public acconntant. Now
: she iz the Finance Director of Ilenan Provincial Communications Burean. She had
Xu Fang Director . . . .

ever assumed the Deputy Finance Director and Finance Director of Henan

Provincial Communications Bureau.

male, subordinate college, qualified engineer. Now he is the Director General of
Financial Bureau of Er' i District, Zhengzhou City. He had assumed the Deputy
Director and Director of Agricultural Economy Commission of Er' i District;
Secretary of the Party committee of Houzhai County.

Guo Mushun Director

male, undergraduate, qualified accountant. Now he ig the Chief Accountant and
Finance Director of Zhengzhou Gas Group Corporation. He had assumed the
Deputy Director General, Director and Secretary of the financial department of
Zhengzhou Gas Corporation.

LiZizheng Director

male, undergraduate, senior economic manager. Now he is the Deputy Chief
Accountant of China Great Wall Aluminum Corporation. He had ever assumed the

Ding Yi Director Cashier Director of People’ s Bank of Wuyang Work Area; Deputy Director and
Director of People’ & Bank of Wuyang Yuanling Office; Director and Deputy
Director of China Great Wall Aluminum Corporation.

female, undergradunate. Now she is the Finance Director of Zhengzhou Light Car
Zhao Suping Director Manufactory. She had ever assumed the Deputy Finance Director of Zhengzhou
Light Car Manufactory.

female, subordinate college, senior accountant. Now she is the Finance Director of
Zhu Pinghua Director Baige group . She had ever assumed the Deputy Finance Director General of the
Baige group.
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Working experience

female, undergraduate, IIl-level senior judge, original Standing Vice President of
Intermediate People's Court of Zhengzhou. Now she is retired. She had ever
assumed the Director of Zhengzhou Municipal People’
President of Intermediate People's Court of Zhengzhou.

s Procurator; Vice

male, graduate, Master Degree of Economics. Now he iz the Professor, Vice
President and master tutor of Zhengzhon University Commercial College.

Working experience

male, postgraduate, Post-doctor of Finance. Now he iz a Member of Party
Committee and Vice President of Bank of Zhengzhon. He had ever agssumed the
Secretary of Party Committee, Executive Deputy General Manager and Preszide of
Labor Union of Chongqing Poolking Software Co., Ltd, subsidiary of China Jialing
Group which is a national enterprise; Financial Professor of Henan University of
Finance and Economics, and Director of Imstitute of security and investment;
Member of the Party Committee and Vice president of Commercial Bank of
Zhengzhou.

female, subordinate college, qualified economic manager. Now she is the Assistant
Congultant of Zhengzhoun Municipal Bureau of Commodity Prices. She had ever
assumed the Staff Member, Deputy Director And Director of Zhengzhou Municipal
Bureau of Commodity Prices.

male, subordinate college, certified tax accountant (CTA). Now he ig the Deputy
General Manager of Xingyn CPA & CTA Firm. He had ever assumed the Director
of Perzonnel Department, Office Director and Deputy Director of Yexian Education
Bureau; Standing Vice Governor of Lushan County, Member of Lushan County
Party Committee; Secretary and Director of Pingdingshan Tax Bureau; Chief
Economic Manager (deputy department level) of Henan Provincial Office of State
Administration of Taxation; he has heen retired since 1998.

Name Post

Zhang Lanzhen Il’.ldependent
director

Cai Yuping II}dependent
director

2. Supervisors

Name Post

Fan Dalu Chief supervisor

Liu Xi' ai Stock right supervisor

Liu Haibin Exterior supervisor

Liu Yuhui Exterior supervisor

Male, doctor, professor. Now he is the Director of Chinese Economic Evaluation
Center, and director of Financial Key Laboratory of Chinese Academy of Social
Sciences, vigiting regearch fellow of Hong Kong Monetary Anthority, chaitman of
economic committee of Chinese peasants’ and Workers™ Democratic Party and
professor in many universities like graduate school of Chinese Academy of Social
Sciences. Other social appointments: advanced macroeconomics consultant, risk
management consultant in Agricnltural Bank of China and independent director of
Hunan stock of Bank of Hangzhou.

Zhen Pengju Employee supervisor

Male, undergraduate. Now he is the President of Bank of Zhengzhou Huanghe
Road Sub-branch. He had ever undertaken the finance education work in Henan
College of Financial Management; he had ever assumed Manager of Credit
Program Department, Deputy Director for the headquarter office of Zhengzhou
Urban Cooperative Banks, Executive vice president of the sub-branch, Deputy
Director for the office of Board of Directors of Commercial Bank of Zhengzhou, and
Director for the office of Chief supervisor of Bank of Zhengzhou and president of
Huanghe Road sub-banch of Bank of China
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Name Post

Working experience

Shen Xueqing President

Male, postgraduate, senior economist. Now he is the deputy secretary and
president of party committee of Bank of Zhengzhou. He had assumed section
member, deputy chief and vice director of financial and trade committee offcie of
Pingdingshan, Henan, comprehensive department manager, business department
manager and assistant of president in Zhengzhou branch Huayunan Road sub-
branch of Guangdong Development Bank Co. Ltd, assistant of president, vice
president and president in Zhengzhou branch Dongming Road sub-branch of
Guangdong Development Bank Co. Ltd, office general manager in Zhengzhou
branch of Guangdong Development Bank Co. Ltd, general manager of three parts
in Zhengzhou branch of Guangdong Development Bank Co. Ltd, president of
Anvang branch of Guangdong Development Bank Co. Ltd and vice president and
mem ber of the party committee of Changsha branch of Guangdong Development
Bank Co. Ltd

Male, postgraduate, senior economist. Now he is member of party committee and
vice preszident of Bank of Zhengzhou. He had assumed member of administration
department of People” & Bank of China in Luoyang, vice president of Yichuan
branch of People’ & Bank of China, senior staff member in rural cooperative
medical service department of Henan branch of People’ s Bank of China, principal
staff member in rural cooperative medical service department of Henan branch of
People’ = Bank of China, principal staff member of financial institution of
Zhengzhou supervizion agency of Jinan branch of People’ & Bank of China,
principal staff member of Agricultural Bank supervision agency of Zhengzhoun
supervision agency of Jinan branch of People’ s Bank of China, principal staff
mem ber of NO.1 bank supervision agency of Henan bank supervision bureau, vice
director of NO.1 bank supervision agency of Henan bank supervision bureau, vice
director of municipal commercial bank supervision agency of Henan bank
supervision hurean, supervision investigator of mumnicipal commercial bank
supervision agency of Henan bank supervision bureau.

male, undergraduate, economic manager. Now he iz the Member of Party
Committee and Vice President of Bank of Zhengzhou. He had ever assumed the
Director of Credit Department of People’ s Bank of Linying County; Director for
Commercial Credit Department, Comprehensive Planning Department and Real
Estate Credit Department, and General Manager of International Service
Department of Industrial & Bank of China (ICBC) Luohe Branch; Director of
Business Department of ICBC Luohe Branch; President of ICBC Luoche Renmin
Road Sub-branch; Member of Party committee and Vice President of ICBC Hebi
Branch; Member of the Party Committee and Vice president of Commercial Bank
of Zhengzhou.

female, postgraduate, economist, senior political engineer. Now she is the Member
of Party Committee, President of Labor Union and Vice President of Bank of
Zhengzhou. She had ever assumed the Accountant Director (Director) of
Zhengzhou Wulibao Urban Credit Cooperatives; Vice President of Zhengzhou
Urban Cooperative Banks Wulibao Sub-branch; President of Commercial Bank of
Zhengzhou Wulibao Sub-branch; Member of the Party Committee, Vice president
and President of Labor Union of Commercial Bank of Zhengzhou.

Xia Hua Vice president
Qiao Jun’ an Vice presiden
Zhao Lijuan Vice presiden
Bai Xiaofeng Vice presiden

male, postgraduate. Now he is the Member of Party Committee and Vice President
of Bank of Zhengzhou. He has ever assumed the Vice Director of Administration
Department and Finance Management Department of People’ = Bank of China
Sanmenxia Branch; Vice Leader of Preparation Team of Sanmenxia Urban Credit
Cooperatives; Vice President of Zhengzhou Sub-branch Shangjie Sub-branch and
Xinzheng Sub-branch People’ s Bank of China, and Principal Staff Member of
Policy Bank Supervision Department of Zhengzhou Financial Supervigion Office of
People’ = Bank of China Jinan Branch; Manager of Credit Management
Department, Assistant of President of Wenhua Road Sub-branch, Vice President
and President of Jinshui Road Sub-branch of Guangdong Development Bank
Zhengzhou Branch; Member of the Party Committee and Vice president of
Commercial Bank of Zhengzhou.
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Name Post Working experience

male, undergraduate, economist, senior political engineer Now he is the Member

Secretary of of Party Committee and Secretary of Commission for Disciplinary Inspection of
2 commission for Bank of Zhengzhou. He had ever assumed the Vice General Manager and
Zhao Maicheng L
disciplinary Manager of Human Resource Department of Bank of Zhengzhou; Member of the
inspection Party Committee and Secretary of Discipline Inspection Commission of

Commercial Bank of Zhengzhou.

Male, postgradunate, economist. Now he iz assistant of president of Bank of
Zhengzhou. He had assumed vice director of Henan labor urban credit
AanStantor cooperatives, manager and vice general manager of comprehensive department of
Guo Zhibin g Henan Yutai commercial building Co, Ltd, assistant of president and vice president
of sub-branch of Zhengzhou branch Hongzhuan Road sub-branch of China
Everbright Bank , vice general manager of No.2 business department of the
company and general manager of property security department.

Male, undergraduate, economist. Now he is the assistant of president of Bank of
Zhengzhou and president of Nanyang branch. He had assumed vice chief of
accounting department and director of banking office in ICBC Jinghui branch, vice
general manager of financial and accounting department of commercial bank in
Zhengzhou, general manager of accounting department of commercial bank in

Assistant of

Zhang Wenjian b

Zhengzhou and general manager of business department of commercial bank
company in Zhengzhon.

Male, postgraduate. Now he ig assistant of president and general manager of
Sun Haigan Assistant of board strategy development department of Bank of Zhengzhou. He had worked in
e president BaoShan Iron&Steel Co., Ltd and BaoSteel Group Corporation, and assumed

planing manager in BaoSteel Group Corporation.

Female, undergraduate, accountant. Now she is the chief accountant of Bank of
Zhengzhou. She had been a teacher in Henan banking school and Henan financial
college for training managerial personnel. She had asssumed manager of
accounting department in Henan Jinyu experimental bank, accounting chief of
Zhengzhou urban cooperative bank Hongqi Road sub-bank, vice president of
Zhengzhou urban cooperative bank Hongqi Road sub-bank, vice director of
Zhengzhou wurban cooperative bank aundit department, general manager of
Zhengzhou commercial bank audit and supervision department, director of
Zhengzhou commercial bank appraisal department, general manager of capital
planning department of Zhengzhou commercial bank, general manager of finance

Mao Yuezhen Chief accountant

and accounting department of Zhengzhou commerial bank and general manager
of finance and accounting department of Bank of Zhengzhou.

(VI) Introduction to annual salary

The Board of Directors decided to determine the salaries of executives in accordance with the annual management

objectives evaluation.

Total 13 of the executives of the Bank were paid and the annual salaries totaled RMB 4.38 million Yuan. Bonus 1.73
million Yuan.

I1. Changes of directors, supervisors and execulives during the reporting period

1. The company held the shareholder annual meeting of 2010 for Bank of China on June 24, 2011, and meeting

approved Jiao Jinrong to resign from the post of director of the company;
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2. The company held shareholder annual meeting on June 24, 2011, and the meeting approved Liu Yuhui to be the

company’ s external supervisor;

3. The company held the first temporary shareholder meeting of 2011 on Nov.10, 2011, and the meeting approved

Fan Dalu to be the supervisor of the company;

4. The company held the second temporary meeting of 2012 for third board of supervisors on Dec. 12, 2011, and the

meeting approved Li Wenbin to resign from the post of chief supervisor of the company;

5. The company held the second temporary meeting of 2012 for third board of supervisors on Dec. 12, 2011, and the

meeting approved Fan Dalu to be the chief supervisor of the company;

6. The company held the 31st meeting for third board of supervisors on Dec. 29, 2011, and the meeting approved

Zhang Qiuli to resign from the post of employee supervisor;

7. The company held the first temporary meeting of 2011 for third board of directors on Jan. 28, 2011, and the

meeting approved to hire Guo Zhibin and Zhang Wenjian to be the assistants of president of the company;

8. The company held the 30th meeting for third board of directors on Mar. 24, 2011, and the meeting approved to

hire Sun Haigang to be the assistant of president of the company;

9. The company held the fourth temporary meeting for third board of directors on Sep. 5, 2011, and the meeting
approved to hire Mao Yuezhen to be the chief accountant of Bank of China;

10. The company held the fifth temporary meeting for third board of directors on Dec. 12, 2011, and the meeting
approved Wang Tianyu to resign from the post of president of the company;

11. The company held the fifth temporary meeting for third board of directors on Dec. 12, 2011, and the meeting

approved Fan Dalu to resign from the post of vice president of the company;

12, The company held the f{ifth temporary meeting for third board of directors on Dec. 12, 2011, and the meeting
approved to hire Shen Xueqing to be the president of the company;

13. The company held the fifth temporary meeting for third board of directors on Dec. 12, 2011, and the meeting

approved to hire Xia Hua to be the vice president of the company.
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ITI. Introduction to employees

During the reporting period, employees on the job of the Bank were 1,940 persons, inner retired 419 persons, 182
undergraduates were recruited.

Categories No.(Persons) Percentage ( %)
Above graduate 7 3.97
Classify as per educational background Hedsgndunls k238 bt
Subordinate college 495 D562
Technical school education and below 130 6.7
Below 25 501 25.82
26 to 30 427 22.01
Classify as per age structure alite ay e -
36 to 40 432 2227
41to 45 295 15.21
Above 46 131 6.75
High title 16 0.82
Classify as per the structure Medium title g7y 14.38
of professional and technical personnel Primary title 389 20.05
No title 1256 64.75

B Ma Vi, the Mayor of Zhengzhou
City and Hu Quan, the Member
of Standing Committee and
First Deputy Mayor of
Zhengzhou City visited
this bank.
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I. Corporale management during the reporting period

(I) Governance structure of the Bank

During the reporting period, the company positively pushed forward scientific decision and effective supervision and
made effort to promote the management level of the company according to laws and requlations such as Company Law of
the People’ s Republic of China, Law of Commercial Banks of the People’ s Republic of China, etc.. During the reportting
period, the power of senior management was further enriched, the work of increasing capital and expanding share was
finished successfully, the capital strength was promoted substantially, the profitability reached a new high, the appraisal
and incentive and restraint mechanism was implemented to ensure the effective management and operation of the
company.

Shareholders’ meeting

Nominating committee -

Risk management oifice -« Risk management committee «

Nominating
Remuneration and i Remuneration and ™ committee’
appraisal office appraisal commitiee
v ¥
= z ETE = 4 B d of i il 2 Audit'mg
Internal auditing office  « Auditing committee - Board of directors oard of supervisors > committée
Related transaction
control committee i (L
Strategy and development Strateqy and
: department e development committee
Board of directors’ ofiice I
Senior management
Administrator
representative
Financial management committee - > One branch
Risk management committee < * | 66 sub-branches
Product management committee < | |
v v v v v v v v v v v v v v v v v v v v
] = = g Q E = &80 ap B L BF S0 [® g g5 an ou
£ i A ne a = oo =N 5 683 amgl E
Bidding committee < 2 4 o 0 bR gm = E 252 8 =B sd ]
B LR fE s ExEsE® | B g8 = 2 2 Ee A a5
) =t = o =0 = 3= oF S5 = B
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=L = 5 4 i o = = EE o =354 o
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approval committee E & g 1111 : ng g B T el B 0B E’ g3
= = “ ] 11 b 1 o == 5 o = <a ]
=9 1 ) @ By B =6 2 = 15 e =
Credit grantin 2 g 2 3 5 B =0 = g % 52 ‘!E -§ = gi 5 5 8 g gg
approval commiftee g % izl S E 5 5 Eé g g =3 ag 5' ..;. =
111 1111 1111 5 &
g 2 '8 2 g = 1 ] = &
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Marketing promotion committee -«
A4 v v v A
=
Assets and liabilities B B R B
management committiee = g g = =
= & =]
Lo a = ; o
E E E g E
8 & = e
= = Q a
= = E_ = &
= B =
B B B
N Ol Bl E
g g 3 3 a

ANNUAL REPORT 2011




ANNIIAIL 9”1 1

RFPORT

(II) Corporate shareholders and shareholders’ meeting

During the reporting period, the third Board of Directors of the Bank held two shareholders’ meetings. These
meetings reviewed and approved 21 proposals, including the annual reports of the Board of Directors and the Chief
supervisor, budget performance report, audit rteport on profit trueness, profit distribution plan, financial budget program,
issuance of subordinate debts and dividends distribution plan. In addition, the elevations of the Board of Directors on the
directors and independent directors and the elevations of the chief supervisor on supervisors and exterior supervisors,
annual supervision opinion of Henan Banking Requlatory Bureau on the Bank and modification made by the Bank were
declared on these meetings.

Henan Shengda Law Firm witnessed the holding and holding procedures of this meeting, cualifications of the
shareholders attending the meetings and the validity of proposals and voting procedures in this meeting, and issued its
legal opinion letter.

IT Corporate directors and the board of directors
(I) Composition and working of the board of directors

The board of directors of the company has 13 directors. Of which there are 2 independent directors. During the
reporting period, the directors positively fulfilled their responsibility, attended meetings seriously and discussed the major
events of the development of the company, worked scrupulously to fulfill duties and are diligent and responsible. They
constantly improve the operating system of the board of directors, strengthen the management of the company, impel
strategy management, implement scientific decision, boost steady operation, form effective decision and supervision
mechanism, constantly propel the modern financial enterprise construction progress of the company, and safeguard the
profit of the company and shareholders.

During the reporting period, the board of directors of the company held 9 director meetings. Of which 4 belong to
reqular meeting and 5 belong to temporary meeting. The contents includes 75 major items such as report of the board of
directors, report of all the professional committee of the board of directors, work report of the operating department,
annual financial situation report of the company, profits distribution plan, website planning, etc..

(IT) Operating condition of special committees of the board of directors

There are 6 committees under the jurisdiction of the board of directors, i.e. strategy and development committee, risk
management committee, related party transaction control committee, audit committee, payment and appraisal committee
and nomination committee. The chairman of committee of the related party transaction control committee, nomination
committee and audit committee shall be taken by the independent director. The board of directors sets up various
professional committee, to strengthen the directors’ supervision of the company and intensify the supervision functions
conceming strateqgy, related party transaction, capital quality, payment, internal control, etc., and has a positive effect on
increasing management level, improving management structure and protecting the legal rights of the investors.

During the reporting period, strategy and development committee stipulated development strategic planning from
2011 to 2015 for the Bank of Zhengzhou Co., Ltd and department development strategic planning from 2011 to 2015 for
the Bank of Zhengzhou Co., Ltd, and confirmed the strategic objective system of the company from 7 aspects, i.e. scale,
benefit, quality, structure, maiket share, supervision rating, etc..

The risk management committee held 8 meetings and had 17 topics for discussion. Mainly discuss all the risk items
and credit items, constantly strengthen supervision and inspection, reinforce the process supervision, strictly observe risk
base line, track the credit situation and information of the related party, and improve the comprehensive risk control
capacity of the board of directors.

The related party transaction control committee held 1 meeting and had 2 topics for discussion. Seriously implement
relevant supervision requirements and spirits, track the credit situation and information of the related party timely, discuss
relevant related transaction items, gradually establish related information fundamental database and manage the risk of
the related transaction well based on the related information research and statistics.

The audit committee held 2 meetings and had 2 topics for discussion. Through targeted inspection, further confirm
the management level and duty, perfect management method, strengthen the capacity to identify and evaluate risk, boost
the safe and steady operation of the company and constantly strengthen the control capability of the board of directors.

The payment committee held 3 meetings and had 3 topics for discussion. Mainly perfect the payment and appraisal
system and mechanism of senior manager and boost the work of appraisal and resumption evaluation of board of directors
and senior managers.

ANNUAL REPORT 2011 | 38




]

I

I

i

ircge i

tedioiid

el

P-4
s
-
e died
s
i
i
o

s

-t

e

i

b4

Ld

2011

The nomination committee held 4 meetings and had 7 topics for discussion. Do the work of qualification examination
of the senior manager of the company well and explore and study the recruit and management mechanism of senior
manager.

IIT Corporate supervisors and the chief supervisor

The board of supervisors of the Bank is composed of 5 members, of which there are 2 external supervisors and 1
employee representative supervisor. The number of people and constitution of personnel for the board of supervisors,
qualification of the members, electoral procedure, etc. shall all conform to the provisions of laws and regulations and the
articles of the company.

During the reporting period, the supervisors of the company shall hold the spirit of being responsible to the
shareholders, seriously fulfill all the supervision functions and practically safeguard the legal rights of shareholders and
stakeholders.

IV Information disclosure and transparency

According to information disclosure requirements of China banking requlatory departments, the Bank had improved
the timeliness, accuracy and trueness of information disclosure through different modes, and ensured all shareholders can
get corporate information timely. During the reporting period, the Bank timely revised the Provisional Measures for the
Corporate Information Disclosure, normalized disclosure procedures, and laid the foundation for this work; compiled the
annual report 2010, made convenience for corporate shareholders and relevant interest personnel via website, local media,
industrial newspapers and business network.

The Bank took shareholders’ letter, phone, visit and consultation seriously, settled practical problems and earnestly
maintained corporate shareholders especially medium and minority shareholders’ interests.

V. Duty fulfillment of independent directors and exlerior supervisors

According to the requirements of the Guide for Corporate Management of Joint-stock Commercial Bank and Guide
for Independent Directors and Exterior Supervisors System of Joint-stock Commercial Bank, the Bank had established
independent director and exterior supervisor system, which exerted active functions to corporate decisions.

During the reporting period, 2 independent directors fulfilled their obligations and exerted active functions, which
embodied in: they attended the board meeting and expressed their opinions, maintained corporate interests; at the same
time of strictly controlling related party transactions, establishing archives of affiliate personnel, directors and supervisors,
and reviewing financial statement, leaders of related party transactions control committee, nominating committee and
auditing committee comprehensively understood risk control flows and supervision policies, had the capacity of accurate
judgment for the trueness, completeness and accuracy of corporate risk, rules-obeying conditions and financial statement,
guided business development and made effective promotion to the right decision of the board of directors.

During the reporting period, two external supervisors cared the development and risk prevention of the Bank,
notices to study and improvement of self quality, woiked hard, independently expressed opinions and brought forward
advice on relevant resolutions, and gained attention and acceptance of business level. This exterior supervisor carefully
performed the duties as a supervisor

VI Managerial decision-making system

High authority of the Bank was the shareholders’ meeting. The board of directors took charge of managerial
decision-making, while the chief supervisor took charge of business management and financial supervision. However,
they were all answerable to the shareholders’ meeting. President of the bank, appointed by the board of directors,
enforced full power to routine business activities and was answerable to the board of directors. The Bank implemented
one-level corporation system, all sub-branches were non-independent accounting units, whose business management
activities were authorized and taken charge by parent bank.

VII Evaluation, excitation and restriction mechanism for executives

The board of directors of the company based on the finishing situation of the annual business indicator, risk control
situation, up to standard supervision situation, etc. to perform appraisal and evaluation of senior managers, and
combining the division of labor of senior managers to stipulate targeted performance appraisal indicator, and the result of
appraisal is related with the annual award distribution. Meanwhile, according to the supervision requirements, delay the
payment of 60% of the performance payment, to effectively control risk and keep the correspondence between risk
persistent period and payment period. The payment for the senior managers of the company shall be approved by the
payment and appraisal committee under the jurisdiction of the board of directors and shall be submitted to the boaid of
directors for discussion.
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I. Introduction to shareholders’ meeling during the reporting period

During the reporting period, the Bank held two shareholders’ meetings. Of which 1 is annual shareholder meeting,
the other is temporary shareholder meeting. The meeting passed 21 bills through vote, and the detailed situation is as
follows:

The annual shareholder meeting is held on June 24, 2011, On these meetings, 16 proposals were discussed or
approved, including Work Report 2009 of the 3rd Board of Directors of Commercial Bank of Zhengzhou Co., Ltd, Work Report
2009 of the 3rd Chief Supervisor of Commercial Bank of Zhengzhou Co., Ltd, Relevant Suggestion Report 2010 of the
Authenticity of Business Performance of Bank of Zhengzhou Co., Ltd, Profit and Expense Budgetary Performance Report 2010
of Commercial Bank of Zhengzhou Co., Ltd, Proposals for Profit and Operating Expenses Budgel Program 2011 of
Commercial Bank of Zhengzhou Co., Ltd, Proposals for Dividends Distribution Program 2010 of Commercial Bank of
Zhengzhou Co., Ltd, Report on Duty Fulfillment 2010 of Directors and Independent Directors of Commercial Bank of
Zhengzhou Co., Ltd, Report on Duty Fulfillment 2010 of Supervisors and Exterior Supervisors of Commercial Bank of
Zhengzhou Co., Ltd, Report on Duty Fulfillment 2010 of Senior Managers of Commercial Bank of Zhengzhou Co., Ltd,
Proposal for Payment of Independent Directors of Commercial Bank of Zhengzhou Co., Ltd, Proposal for Payment of External
Supervisors of Commercial Bank of Zhengzhou Co., Ltd, Proposal for Modifying the Articles of Incorporation of Commercial
Bank of Zhengzhou Co., Ltd, Proposal Concerning Hiring Liu Yuhui to be the External Supervisor of Commercial Bank of
Zhengzhou Co., Ltd, Proposal for Henan Soker Industrial Co., Ltd Taking the Stock Right of Henan Xingya Enterprise Group
Co., Ltd, Proposal for Bisonic Entrust Co., Ltd Taking the Stock Right of Eight Institutional Shareholders Iike Zhengzhou No.2
People’ s Hospital, and Proposal of Jiao Jinrong Resigning from the Board of Directors of Commercial Bank of Zhengzhou
Co., Ltd.

The temporary shareholder meeting was held on Nov.10, 2011. On these meetings, 5 proposals were approved,
including and the Proposal for the Capital Increase and Share Expanding Plan of Commercial Bank of Zhengzhou Co., Ltd,
Proposal for Approving Yutai International (Henan) Real Estate Development Company, Henan Xinye Real Estate
Development Company, etc. Becoming Shareholders of Commercial Bank of Zhengzhou Co., Ltd, Proposal for Moditying
Registered Capital of Cominercial Bank of Zhengzhou Co., Ltd, Proposal for Modifying Articles of Incorporation of
Commercial Bank of Zhengzhou Co., Ltd and Proposal for Hiring Fan Dalu to be the Supervisor of Commercial Bank of
Zhengzhou Co., Ltd.

I1. Flection and changes introduction to directors and supervisors

1. The company held 2010 shareholder annual meeting for Bank of Zhengzhou on June 24, 2011, and the meeting
approved Jiao Jintong resign from the post of director of the company;

2. The company held the 31st meeting for third board of supervisors on Dec. 29, 2011, and the meeting approved
Zhang Qiuli to resign from the post of employee supervisor

3. The company held shareholder annual meeting on June 24, 2011, and the meeting approved Liu Yuhui to be the
company’ s external supervisor.

4. The company held the first temporary shareholder meeting of 2011 on Nov.10, 2011, and the meeting approved
Fan Dalu to be the supervisor of the company.

B The 30th meeting of Third Board
of Directors was held in Fuzhou.
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I. Corporale business condition during the reporting period

(T) Business scopes

The main business of the Bank is to offer the banking and related financial services. Please refer to the notes of
financial statements that have been audited for the details.

(IT) General description on business conditions during the reporting period

During the reporting period, the executives of the Bank seriously carried out all development plans determined by
the Board of Directors, insisted on benefits as center, based on preventing financial risk and improving assets quality,
continuously perfected interior control system construction and business mechanism, and strengthened market
development. As a result, all business gained sustaining and rapid development. During the reporting period, main
business conditions of the Bank were as follows:

1. Completion of main business indicators

Total assets of the Bank were RMB 72.485 billion Yuan, higher than those at beginning of the year (RMB 57.727
billion Yuan) by 25.57% and RMB14.758 billion Yuan, namely RMB 700 million Yuan exceeding the target of this year. The
rate of capital sufficiency was 18.45%, higher than that at beginning of the year (11.61%) by 6.84%,; the bad loan ratio was
0.44%, lower than that at beginning of the year (0.51%) by 0.07%; the provision coverage rate was 416.16 %, lower than
that at beginning of the year (425.27%) by 9.11%. The three key supervision indicators met the requirements.

2. Risk control and risk solvency

During the reporting period, the Bank attached more importance to the risk preventive system construction,
execution of overall risk control, interior control construction and interior control improvement so that its risk control
abilities increased a lot and risk degree gradually decreased. The method mainly are as follows: (1) Perfect risk
management system. Complete the institutional framework and power and obligation of overall risk management by
modifying policy, method and plan, and lay a solid foundation for boosting the further development of risk management
system. (2) Enrich risk management and internal control method. First, by stipulating internal cuality control target
indicator, to constantly perfect the setting up of internal control target indicator, promote the company’ s understanding
and knowledge of system operation, and provide powerful support to the construction work of the overall risk management
system of the company. Second, by implementing overall risk inspection work, provide base and reference for further
understanding the implementing situation of the overall risk management work of the company, preventing various risks
and improving and perfecting the overall risk management system and procedure. Third, through adjustment of the
internal mechanism and innovation of management concept, to make the covering area of the company’ s risk
management work much broader, the procedure much finer and the management much professional. Fourth, by
implementing internal and external performance inspection of the employees for eight hours, to urge the employees to pay
attention to their personal code of conduct, and provide powerful guarantee for avoiding illegal cases and reducing and
avoiding loss of assets. (3) Risk culture construction enjoys popular support gradually. The company gradually construct
perfect risk management system framework, constantly complete risk management system culture, meanwhile further
improve the awareness of the risk culture concept, and make the concept of risk culture become much popular.

J. Institutional resource allocation

During the reporting period, the Bank had 67 sub-branches in total. In order to further perfect the arrangement of
sub-branches and integrate the institutional recourses, the Bank increased 128 self-service devices and removed 8 sub-
branches to make the distribution of sub-branches more reasonable. Up to now, the Bank has 404 self-service devices in
total; there are 2 newly established sub-branches in the urban district and 1 sub-branch in the rural district.

4. Development of bank card and intermediary business

During the reporting period, the Bank totally issued 1,486,300 pieces of cards. The Balances in these cards were RM
6,655 billion Yuan. Business development situation: first, constantly issue cards of zodiac series [ | “zodiac card * rabbit
card” (two types) (meaning “the most favorable auspices, good fortune as one wishes” ) to meet the need of customers.
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Second, design a bank card called “ Shangding Wolong Card” based on the concept of " take root in Nanyang,
cooperate to be win-win” and make Zhu Geliang as the subject, to expand the influence of the company in Nanyang.
Third, put forward “dedicated oil filling card for taxi” together with Jianshe Road sub-branch and Zhengzhou urban
public transportation administrative office, to provide convenient service to the taxi drivers of Zhengzhou. Fourth, perfect
the bank card system modification of the company, and extend the acceptance market and payment application area of
Unionpay.

The development condition of the intermediate business is: first, constantly issue fund management products, during
the reporting period, the company issued 17 fund management products, raised fund of RMB 1.406 billion Yuan. Of which
there are 4 still in the storage period, and scale of RMB 0.07 billion Yuan. Second, put forward Alipay, and its agent service
has covered all the charging service as agents items in the daily life of residents.

5. Personal loan and development situation

During the reporting period, the balance of personal loan of the company is RMB 8,424 billion Yuan, increased RMB
3.479 billion Yuan than that at beginning of the year by 70.35%. The result of imitation and evaluation of potential loss of
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real estate loan showed that under the situation of one year’ s light, medium and heavy pressure, the default rate of
personal housing loan of the company are respectively 0.59%, 1.32% and 3.38%.

During the reporting period, the company enlarged the step to develop personal loan business. First, adopting
personalized service and attracting customers with characteristic products and services is the breakthrough breach for the
industry to promote market competitiveness. Put forward “Leanjia” housing loan series to provide financial support for
common people to purchase house and decorate it; “Lejingying” loan provides convenience for more people to establish
a business. Second, further implement the new rule of loan- “three methods and one guide” , examine the purpose of the
loan capital before issuing a loan, and strictly control the flow direction of the credit funds. Third, perfect the personal
customer manager talent management and incentive and restraint mechanism. Mainly strengthen the personal customer
manager training, and ensure the implementation of awarding the outstanding person in business. Fourth, fulfill the social
responsibility, organize accounting statf of the enterprise to perform financial knowledge training, explain procedure for
medium-sized and small enterprises and personal loan, and make the relation between bank and enterprise more
harmonious. Fifth, the pressure test specialists group of the company stipulates working procedure applicable to the
company’ s real estate loan pressure test need, borrowing ideas from methods and experience of advanced banks at home
and abroad.

6. Financial scientific construction

During the reporting period, the company further promoted technological management, positively put forwaid the
construction and development of project, sturdily do work to ensure the steady operation of the system and made overall
progress in technological work. First, finish the work of developing environmental minimal machine and constructing
server virtualization, realize the virtualization of the information system structure. Second, perfect the new key business
system put forward in 2010, and tune the 39 periphery and management system; finish the development and putting
forward work of 12 major projects such as office automation system, stock right management system, small business loan
management system, bank and enterprise reconciliation system, etc.; finish the development and putting forward woik of
four sets of main system, ie. integrated service system, finance, credit and report forms of rural bank, to ensure the cross-
section development of the company. Third, finish the construction of safe register system of the central apparatus room
and KVM operating action auditing system, basically complete the setting up of local disaster preparation system, and
effectively prevent the information technology risk. Fourth, complete the construction of video conference system and
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company mailbox, and installation and configuration of IP telephone and internet of all the websites. Fifth, organize and
hold the sixth provincial commercial bank technology joint conference, invite the technology principals of other 16
commercial banks of the province to discuss the feasibility of technological cooperation and jointly implement disaster
preparation construction, and boost the implementation of technological cooperation of commercial banks as soon as
possible.

7. Cost expense control

The Bank continuously carried out all financial systems strictly, strengthened corporate cost calculation and
management, controlled all expenses, and improved input-output ratio to the utmost extent. During the reporting period,
cost-income ratio of the Bank was 31.77%, under the influence of macro economic environment, the amplification of
interest expense between financial institutions is larger than that of the corresponding period, and the cost income raised
a little than last year

8. Cultural activities in enterprise

During the reporting period, the company officially
started the implementing work of enterprise culture: first, the
characteristic achievement of enterprise culture is basically
formed. Stipulated Handbook of Enterprise Culture of Bank of
Zhengzhou, gave a overall explanation of the idea of

“ Ding”  culture, and stipulated detailed specification
concerning system, performance and material. Second,
constantly perfect the carrier of the enterprise culture
construction. The company invited specialists to write music,
transcribe, edit and do post fabrication of the bank song for
the company. Third, the form of enterprise culture becomes
more and more colorful. Through many methods such as
performing history education, spreading key slogan, holding
flag-raising ceremony, teaching and learning the bank song,
organizing to learn the employees’ declaration, the company
let the employees have a profounder recognition of the
operation idea, enterprise spirit, propaganda slogan and core
value of the company Fourth, the enterprise culture
construction activities are increasingly rich. The company
actively organized “celebrating the 90 year of party founding
series activities” , performed activities such as painting and
calligraphy and photography exhibit, speech contest, chorus
of party song, speak inner thoughts to the Party, tell the
history of Party on blackboard newspaper, ect., to boost the
party building work of the bank.

(IIT) Main operating incomes

Unit: RMB/10,000Yuan

Item Amount
Income of interest on loan 207,709
Current interest income of financial institutes 53,982
Commission income 5,582
Investment yields 49,302
Variable loss and profit of fair values 1,617
Other service 6,220
Total 324,412
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(IV) Main financial products and services or service market share
1. Assels service

Corporate: loan on credit; loan on quarantee; loan on mortgage; real estate loan; corporate hypothecated loan on
certificate of time deposit; corporate small loan on security of laid-off and unemployment; discount of banker's acceptance
bill; rediscount of banker's acceptance bill; bond deals; bond underwriting, distribution and buy-back, etc.

Individual: individual hypothecated loan on certificate of time deposit; individual house refurbishing loan;
individual housing loan, vehicle loan, small loan on security of laid-off and unemployment; individual re-deal housing

loan (old house loan); personal loan on production operations; etc.
2. Liability service
Corporate: corporate current deposit, fixed deposit, agreed deposit, deposit at notice and inter-bank deposit, etc.

Individual: individual current deposit; time deposit of lump-sum deposit and withdrawal; time deposit of small
savings for lump-sum withdrawal; time saving big money and small drawing; interest withdrawal for a principal deposited;

savings/time optional deposits; deposit at notice and education deposit; etc.
3. Intermediary service

Corporate: banker's acceptance bill; letter of quarantee; loan by mandate; capital verification and increase; banker’
s confirmation recuests; corporate certificate of deposit; corporate Instant Financial Messaging System (FMS); bank

requlatory business on housing refurbishing; etc.

Individual: individual FMS and certificate of deposit; salary payment; fees collection for China Net Corporation,
information fees collection for the China Administration of Video Film and Television; mobile payment; public utility
collections such as watey, electricity, gas and heating fees; act credit card repayment business on behalf of Minsheng Bank

and Guangdong Development Bank.
4. Other service
Corporate: bank draft, check; remittance; collection; collection and acceptance, etc.

Individual: Shangding card; Shangtong card; Xuanyuan card; Student card; Shangding Liren card, Shangding
Shengxiao card, and VIP card etc.
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(V) Top five industries with maximum loans and proportion

Unit: RMB/10,000¥nan%

NO. Business Amount Proportion%

1 Wholesale and retail 842329.1 2977

7 Manufacturing 737136 26.05

% Individual loans 433519.44 15.32

4 Real estate industry 185141 6.54

5 Construction industry 177kl 6.08
Loan of 2011 2829253.536

(VI) Balances of main oii-balance sheet items and risk control

1. Main ofi-balance sheet items

Unit: RMB/10,000Yuan

NO. Ofi-balance sheet item Balance of Dec. 2011
1 Banker’ s acceptance bill 617210.6765
2 Issuance of letter of gquarantee 9418.2355

2. Balances of main off-balance sheet items and risk control

During the reporting period, the balance of banker’ s acceptance bill of off-balance sheet of the company was
6,172.1068 million Yuan, and issuance of letter of guarantee was 94.1824 million Yuan.

To guarantee the continuous and steady development of various businesses and integrated operation, and strengthen
the risk control of off-balance sheet activities, and standardize the business operation for bill accepted and Letter of
Guarantee issued by the bank, our bank has drawn up strict operation procedures and management methods in
accordance with national laws and stipulations as well as relevant rules and regulations of the People’ s Bank such as
Law of the peoples Republic of china on Requlation of and supervision over the Banking Industry, Law of the People's
Republic of China on Negotiable Instruments, Temporal Method on Management of Cashing, Discounts and Repeated
Discounts of Commercial Bills Accepting.

The handling of off-balance sheet activities is based on the principle of “Unified Credit, Separating Loan Approval,
Graded Examination and approval, Duty and Right Make Clear” , the guideline of “Total Amount Control, Structure
Optimization, Strict Risk Control” , and the principle of optimum selected for supporting. Evaluate the credit of clients,
mainly suppoit enterprises that have good reputation, high efficiency and marketable products, carefully monitor the
source of earnest money and the trace of discounted funds to avoid extraction of the Bank’ s fund by financing bills that
have no real trade background. Companies unable to provide their own earnest money or unable to comfirm whether it is
the own earnest money or not shall not be issued with acceptance draft; Also pay special attention to the factuality for
commodity dealings between companies, and strictly control the issue of off-balance sheet activities between affiliated
enterprises.

II. Abstract for main business data of bank

(I) Establishment conditions of corporate functional departments and sub-branches at end of the reporting period
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1. Establishment of all functional departments
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Functional departments of the Bank were: the office, risk control office and internal auditing office of the Board of

Directors, salary and evaluation office, office of the Chief supervisor, office, departments of human resources, security

qguard, corporate business, credit examination, risk control, retail service, small enterprise financial services, funds

operating, accounting finance, accounting settlement, auditing, scientific development and administrative management,

disciplinary inspection commission, labor union and party and mass affairs work, capital construction office, legal affaris

department and business department.

2. Basic conditions of sub-branches

The Bank applied one-level corporation system and

“ parent bank - branch (sub-branch)”

two-level business

system. As at the end of the reporting period, there were total following 67 sub-branches (inc. business department of head
office) under the Bank:

01

02

03

04

05

06

07

08

Baihua Road Sub-branch
No. 29, Baihua road,
Zhongyuan district,
Zhengzhou, Henan province
0371-67426772

Baclongcheng Sub-branch

1st floor of the building near the
strest, No. 105, Block B, Baclong
Square on the south of East Nongye
Road and the east of Tianze Street
in Zhengdong New District
0371-66287336

North Ring Road Sub-branch

No.19 Yuantian Road, Jinshul district,
Zhengzhou, Henan province
0371-6375667 1

Buchang Street Sub-branch

No. 30, Qiacjlamen road, Guancheng
district, Zhengzhou, Henan province
0371-66593568

Finance & Economics Sub-branch
No. 92, Fengchan road, Zhengzhou,
Henan province

0371-65851853

Dashigiao Sub-branch

No. 87, Jinshui road, Zhengzhou,
Henan province

0371-66229857

Daxue Road Sub-branch

No. 18, Daxue road, Erqi district,
Zhengzhou, Henan province
0371-66957731

Dongming Road Sub-branch
Kelacheng Building 1-6, No. 143,
East Shangcheng road, Guancheng
district, Zhengzhou, Henan province
0371-66720066

09

10

11

12

13

14

15

16

17

East Area Sub-branch

No. 82, Hongzhuan road, Zhengzhou,
Henan province

0371-685726365

Er' ligang Sub-branch

No. 245, Chengdeng road, Guancheng
district, Zhengzhou, Henan province
0371-66323074

Textile Market Sub-branch

No. 16118, Middle of West 4™ ring road,
Zhengyuan district, Zhengzhou,
Henan province

0371-67098851

Funiu Road Sub-branch

No. 67, West Zhongyuan road,
Zhongyuan district, Zhengzhou,
Henan province

0371-67638011

High & New Technology Development
Zone Sub-branch

No. 7, Dongging street, High & New
Technology Development Zone,
Zhengzhou, Henan province
0371-67988377

Guancheng Sub-branch

No. 206, Shangcheng road, Guancheng
district, Zhengzhou, Henan province
0371-66223361

Middle Hanghai Road Sub-branch
No. 1, Building No.1, Hanghai Middle
road, Erqi district, Zhengzhou,

Henan province

0371-687 31209

Huzhu Road Sub-branch

No. 73, Huzhu road, Zhongyuan district,
Zhengzhou, Henan province
0371-67181148

Flower Market Sub-branch
No. 5, Guoji road, Zhengzhou,
Henan province
0371-63729339

18

19

20

sl

27

23

24

Ja

Huaihe Road Sub-branch

Southeast of crossing of Huaihe road
and Gongren road, Zhengzhou,
Henan province

0371-68981180

Huanghe Road Sub-branch
Crossing of Huanghe road nad
Dongming road, Zhengzhou,
Henan province
0371-65958835

Exhibition Center Sub-branch

Crossing of Shangwu Waihuan roacd
and East 4” Business road, Zhengdong
New Area, Zhengzhou, Henan province
0371-67881197

Huiji Sub-branch

At gate of Huiji District Government,
Qinghuayuan road, Zhengzhou,
Henan province

0371-63639110

Jianshe Sub-branch

No. 66, Gongren road, Zhongyuan
district, Zhengzhou, Henan province
0371-67942450

Jincheng Sub-branch

No. 71, North Jingsan road,
Zhengzhou, Henan province
0371-65706208

Jinhai Avenue Sub-branch
No. 55, Middle Longhai road,
Erqi district, Zhengzhou,
Henan province
0371-67719806

Jinshui Sub-branch

No. 108, Jinshui road, Zhengzhou,
Henan province

0371-65947957
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32

33

34

35
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Economy & Technology Development
Zone Sub-branch

Crossing of East Hanghai Road and the
3" street, Zhengzhou Economy &
Technology Development Zone
0371-66781098

Jingyi Road Sub-branch

Corssing of Fengchan road and Jingyl
road, Zhengzhou, Henan province
0371-65743705

West Longhai Read Sub-branch
No. 97-5, West Longhai road,
Zhongyuan district, Zhengzhou,
Henan province
0371-67624928

Longhai Sub-branch

No. 98, Middle Longhai road,
Zhengzhou, Henan province
0371-68756636

Minzhu Road Sub-branch

No. 2, Minzhu road, Erqi district,
Zhengzhou, Henan province
0371-66223450

South Third Ring Road Sub-branch
No.1 of Bank Building, South gate of
New Huazhong Food Town, Zhengzhou,
Henan province

0371-68785045

Nanyang Road Sub-branch

No. 113, Nanyang road, Zhengzhou,
Henan province

0371-63736614

East Nongye Road Sub-branch

No. 18, East Nongye road, Zhengzhou,
Henan province

0371-65711341

Qilihe sub-branch

Attached No. 140, No 39, south Qilihe
road, Zhengdong New Area, Zhengzhou,
Henan province

0371-55683527

Shangding Road Sub-branch
Northeast of crossing of Shangding
road and Huanghe road, Zhengdong
New Area

0371-60171580
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39

40

41

42
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44
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Shangdu Sub-branch

No. 91, Zijingshan road, Guancheng
district, Zhengzhou, Henan province
0371-66353383

Commodity World Sub-branch

No. 125, World Commeodity Market,
crossing of Zhengbian road and Yufeng
road, Zhengzhou, Henan province
0371-66347098

Shangjie

No. 70, Jiyuan road, Shangjie district,
Zhengzhou, Henan province
0371-68923763

South Songshan Road Sub-branch

No. 123 (No. 128, Changjiang read),
Buliding No. 53, Zone 7, “Yaxing
Shengshi” home community, northeast
of crossing of Changjiang road and
South Songshan road, Ergi district,
Zhengzhou, Henan province
0371-67972218

Ceramics Market Sub-branch
Crossing of Shangdu road and
Zhongzhou road, Guancheng district,
Zhengzhou, Henan province
0371-68095568

Tianming Read Sub-branch

1st floor, Kerry tower, No. 86, Tlanming
road, Zhengzhou, Henan province
0371-63764896

Weler Road Sub-branch

No. B, Weier road, Zhengzhou,
Henan province
0371-65906218

Welwu Road Sub-branch

No. 12, Weiwu road, Zhengzhou,
Henan province

0371-65946708

Welyi Road Sub-branch

No. 3 (6-10), Welyi road , Zhengzhou,
Henan province

0371-65904453

Weilai Road Sub-branch

No. 1-6 building, Weilai Mingjia,
No. 866, Weilai road, Guancheng
district, Zhengzhou, Henan province
0371-5381 5986

46

47

48

49

50

51

22

23

54
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Wenbo Sub-branch

No. 22-7, Jinggi road, Zhengzhou,
Henan province

0371-53943438

Wulibao Sub-branch

No. 125, East Zhongyuan road,
Zhengzhou, Henan province
0371-67713058

Sidajie Road Sub-branch

No. 180, West street, Zhengzhou,
Henan province

0371-66610518

West Building Material Market
Sub-branch

No. 55, Huaihe road, Zhengzhou,
Henan province

0371-68850299

West Area Sub-branch

No. 36, Gongren road, Zhengzhou,
Henan province

0371-67931334

X¥inji Road Sub-branch

Building D, east of Xinjl Favour &
Kitchen Ware Square, Zhengzhou,
Henan province

0371-60103763

Xinghua Strest Sub-branch

No. 59, South Xinghua strest,
Erqi district, Zhengzhou, Henan
province

0371-67180273

Yihe Road Sub-branch

No. 115-1, Gongren road, Zhengzhou,
Henan province

0371-57445411

Business Department

No. 22, Shangwu Waihuan road,
Zhengdong New Area, Zhengzhou,
Henan province

0371-67009122

Noerth Yousheng Road Sub-branch
No. 1, North Yousheng road, Jinshui
district Zhengzhou, Henan province
0371-63915443

Zhenghua Road Sub-branch

No. 36, Zhenghua road, Zhengzhou,
Henan province

0371-65507551
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Zhengtong Road Sub-branch
1™ floor, Gobal International Plaza,

No. 62, Zhengtong road, Erqgi distriet,

Zhengzhou, Henan province
0371-68887844

Zhongbo Sub-branch

No. 89, Household Electrical Appliances
Market, Zhengbian road, Zhengzhou,

Henan province
0371-66511742

Zhongyuan Road Sub-branch

1st floo, Zhongyuan Hetel, No. 200,
Tongbai road, Zhengzhou,

Henan province

0371-67626296

Zhengguang road sub-branch
Crossing of Zhengqguang road and
Xinyi road, Zhengdong New Area,
Zhengzhou, Henan province
0371-55001685

Xinzheng Sub-branch

Southeast corner of crossing of Remin
road and Yugian road, Xinzheng city

0371-62695599

Gongyl Sub-branch

MNo. 66, Renmin road, Gongyi city,
Henan province

0371-80328289

Xinmi Sub-branch
5 Xidajie Street, Xinmi City
0371-85803999

Dengfeng Sub-branch

Zhengwei Business Building, No. 212,

Songyang road, Dengfeng city,
Henan province
0371-62836226

Xingyang Sub-branch

East side building of the People’ s
Bank of Xingyang, No. 001, North
Jingcheng road, Xingyang city,
Henan province

0371-63258865

Zhongmu sub-branch

Building No.8, Shangdu Holiday
Habor, Shangdu road, Zhongmu,
Henan province

0371-62259001

Nanyang Branch

No. 200, Wolong road, Wolong district,
MNanyang city, Henan provinee (Xingda

Business Building at crossing of
Wolong road and Gongye road)
0377-67776922
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Yanling

Township
Bank, the
first township
bank not in
Zhengzhou
City was
established.

Zhongmo
Branch was
open for
business, and
covered the

whole county.

On
December 28,
2011,
Zhengguangl
u Branch, the
first small
enterprise
branch in
Henan
Province, was
open for

business.

Xinmi
Township
Bank was
open for

business.
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(IT) Establishment of internal functional departments and cancellation of sub-branches

1. Changes of internal functional departments

During the reporting period, the changes of internal functional departments are as follows:
—Newly set strateqgy development department of the board of directors;

—Newly set remote banking department;

—Newly set investment banking department;

Rename ‘“risk control department " into ‘“risk management department” .
2. Changes of branches
During the reporting period, the changes of branches are as follows:

—— On Feb, 22, 2011, the company set up Zhongmu sub-branch in Zhongmu county, and the business address is
Building No.8, Shangdu Holiday Habor, Shangdu road, Zhongmu, Henan province;

——On July 9, 2011, the address of East Longhai road changed into Attached No. 140, No. 39, south Qilihe road,
Zhengdong New Area, Zhengzhou, Henan province, and renamed Qilihe sub-bank;

——Omn July. 23, 2011, the address of Beihuan road sub-bank changed into No.19 Yuantian Road, Jinshui district,
Zhengzhou, Henan province;

——On Sep. 10, 2011, the address of Middle Hanghai road sub-branch changed into No. 1, Building 1, No.71
Middle Hanghai road, Erqi district, Zhengzhou, Henan province;

——0On Oct. 29, 2011, the address of North Yousheng road sub-branch changed into No. 1, North Yousheng road,
Jinshui District, Zhengzhou, Henan.

(III) “Five-category” classification of credit assets

Unit: RMB/10,000Yuan

Five-category classification Balance Proportion %
Normal credit assets 3715524.97 99.10
Specially-noticed credit assets 17238.24 0.46
Substandard credit assets 4134.19 0.11
Doubtful credit assets 12392.33 0.33
Losses credit assets 0 0
Total 3749289.73 100

(IV) Depreciation reserves for investment, mortgage debt assets and other prime assets

As at the end of the reporting period, the Bank didn’ t withdraw any depreciation reserves for investment or

mortgage debt assets.

(V) Balances of loans and proportion in net capital of top ten clients
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Unit: RMB/10,000Yuan

Involved branche Name of lender Balances of loans  Concentration ratio (%)

Busi Depart t Zhengzhou Shangdu Asset 33108 ;
RS Investment Management Co., Ltd s

Business Department Zhengzhou non-tax income administration 30000 4.09

Exhibition Center Branch Henan Xingaodi Heldings Co., Ltd. 30000 4.09

Xijiancai Henan Jiayuan Real Estate Development Co., Ltd 29600 b0

Business Department Zhengzhou Baoke trade Co., Ltd 24000 3.27
. Zhengzhou Senwei Forestry

Xinghua Street Industry Development Co., Ltd. 20200 275

Guancheng district Henan Jinrong trade Co., Ltd 20000 2.73

: Henan Wanbang International Agricultural

Shangding road Bl is Logistl% Co., Ltd g 20000 2.73
. Arongqi-Shenzhen Expressway Yellow River

Xinji Road Biidoec s, 19400 2.64

Xinzheng Branch Zhengzhou No.1 Textile Co., Ltd. 18780 2.56

Total 245088 33.4

During the reporting period, the concentration ratio of the biggest single customer loan of the company is 4.51%, is

(VI) Risk control for the credit-granting business of group customers

lower than that at the beginning of the year by 4.26%; the concentration ratio of the biggest ten customers loan is 33.40%,
is lower than that at the beginning of the year by 20.53%. The indicator of concentration ratio of loan is up to the standard
comprehensively.

During the reporting period, the Bank propeily controlled the credit access in the course of credit-granting of group

investigation of group applicant and checked the overall condition of the groups so as to determine the highest integrated

prevent credit-granting risk.

(VIT) Composition of ordinary loan types

customers according to the provisions of the system. In order to realize the above purpose, the Bank strengthened the

line of credit on the basis of overall risk condition of the groups, nail down the credit-granting condition of each applicant
within the group, and further standardize and strengthen the control for credit-granting business of group customers to

Guarantee method

Unit: RMB/10,000Yuan

At the end of 2011

Ensure guarantee
Mortgage guarantee
Pledge guatantee
Loan on credit

Total

1515474.98
1235769.34
516959.01
49100
3317303.33

Note: the clagsification is cawried out according to the guarantee method of the ordinary loan.

ANNUAL REPORT 2011 | 52

2011



4l
et

T2 kS S 23 .
-2 DO E ._ _ o
=

e

(VITI) Aging analysis of over loans

Unit: RMB/10,000¥uan

: L Loan on Attached Of which
Project on crggili guarantee guarantee loan mortgage loan Pledge loan Total
5 i ; - 2534.99
%])J\lrgﬁl%hc}lagy&g ggydsi)i}’s 1212.99 1322.00 1322.00
= i j - 216.00
%{aﬁ%?nd;ggéodigg)days 216.00 0.00 0.00
Over 360 days to 3 years P 16.00 4272.00 4272.00 - 4288.00
(including 3 years)
Over more than 3 years - 3022.43 4988.71 4988.71 - 8011.14
Total o 4467.42 10582.71 10582.71 - 15050.13
8}&1{“11&?‘5}8 ggy%:')iys = 2001.99 119.59 119.59 - 2121.58
(C].)Xgﬁl%(])nd; géﬂdi@g)flﬂw 2 0.00 595.44 595.44 - 595.44
Over 360 days to 3 years - 100.01 8410.63 8410.63 - 8510.64
(including 3 yvears)
Over three years - 4433.79 BT 582.75 - 5016.54
Total & 6535.79 9708.41 9708.41 - 16244.20

(IX) The holding wholesale government bonds as at the end of the reporting period

Unit: RMB/10,000¥uan

Parvalue

Name of bonds (10,000Yuan)

Issuing date Closing date Interestpayment Interest rate

03 national debt 09 2003-10-24 2018-10-24 Fixed interest rate 4.18% 10,000
06 national debt 01 2006-2-27 2013-2-27 Fixed interest rate 2.51% 10,000
08 national debt 05 2008-4-21 2013-4-21 Fixed interest rate 3.69% 10,000
08 national debt 10 2008-6-23 2018-6-23 Fixed interest rate 4.41% 15,000
08 national debt 23 2008-11-27 2023-11-27 Fixed interest rate 3.62% 30,000
08 national debt 25 2008-12-15 2018-12-15 Fixed interest rate 2.90% 20,000
09 Coupon bearing national debt 17 2009-7-30 2016-7-30 Fixed interest rate 3.15% 20,000
09 Coupon bearing national debt 27 2009-11-5 2019-11-5 Fixed interest rate 3.68% 20,000
10 Coupon bearing national debt 27 2010-8-19 2017-8-19 Fixed interest rate 2.81% 6,000
10 Coupon bearing national debt 38 2010-11-25 2017-11-25 Fixed interest rate 3.83% 27,000
11 Coupon bearing national debt 02 2011-1-20 2021-1-20 Fixed interest rate 3.04% 40,000
11Coupon bearing national debt 03 2011-1-27 2018-1-27 Fixed interest rate 3.83% 20,000
11 Coupon bearing national debt 15 2011-6-16 2021-6-16 Fixed interest rate 3.99% 20,000
11Coupon bearing national debt 19 2011-8-18 2021-8-18 Fixed interest rate 3.93% 5,000
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(X) Balance, type and proportion of mortgage debt assets

During the reporting period, the Bank had no mortgage debt assets.
(XI) Investment abroad and seli-operating entity as at the end of the reporting period

At the end of reporting period, the Bank increased RMB 66.40million Yuan in investment abroad. The Bank had no
self-operating entity.

(XII) Main measures and effects on bad loans management

In order to ensure clear responsibility, suitable measure, in place management, powerful collection of every assets,
the company plans and arranges every links from the reception, investigation to collection of bad loan, and stipulates
detailed collection plan and assets preservation measure for every bad loans. Main measures and their effects are as
follows: 1. Using performance mechanism to constantly increase the force of automatic collection of bad loan. 2. Preserve
and disgorge bad loan through judicial approaches. During the reporting period, the total bad loan collected is 199.9878
million Yuan.

(XIII) Over outstanding debts

During the reporting period, the Bank had no over outstanding debts.
ITI. Risk factors and countermeasures facing the Bank

(I) Credit risk

The credit risk prevention measures of the Bank are as follows: 1. The Bank modified Credit Risk Management
Policies, constructed the management system of identifying, monitoring, measuring and controlling credit risk and nailed
down the report ways and methods of credit rest, which laid a solid foundation for the credit risk management in this year
and in the future. 2. The Bank set up the Risk Management Post of Credit Assets according to the recuirements of Three
Methods, One Guidance, announced by Banking Supervision Commission, and thus strengthened the examination and
payment work of fixed assets of the Bank and the current funds which met the entrusted payment condition. 3. According
to the requirements of Pressure Test Guide for Commercial Banks established by Banking Supervision Commission and
Overall Plan for Pressure Test of the Bank and combining with the construction and nature, market environment and
technical condition of real estate loan business of the Bank, the Bank carried out pressure test to the real estate loan of the
Bank and thus strengthened risk prevention and management level. 4. The Bank established After-loan Monitoring and
Reporting System, which reflected the compliance, implementation of the implementing conditions, purpose and data
elements of the credit business trade by trade, and improved the daily risk management ability. 5. The Bank regulated and
optimized credit construction continuously, carried out line of credit of single client and group clients strictly, constricted
super proportional loan and over loan and decreased concentration risk. 6. Continue to implement the credit policy of

“withdraw and advance, preserve and press” , adjust and perfect the credit structure, strictly implement the credit limit
of single customer and group customer, compress over-ratio and over limit loan, and lower the risk of concentration ratio. 7.
The Bank segmented loan risk classification, strengthened the accuracy of classification, decreased deviation and made
the classification play the role of early warning and examination. 8. The Bank increased accrued provisions and covered
the credit risk completely.

(IT) Market risk

The measures taken by the company to prevent market risk are as follows, First, perfect market risk management
system and analysis report model, and develop business inspection and evaluation of market risk. Combine the risk
management department and fund department and finance and accounting department, strengthen market risk
management and liquidity management, and constantly promote the comprehensive level of market risk management.
Second, perfect business management system, promote risk management level. Modify and perfect fundamental
documents concerning control risk and promote the company’ s business management capacity, such as Market Risk
Management Policy, Pressure Test Plan and Transfer Discount Management Method, etc.. Third, actively consult with fund
transaction and market risk system developers, to confirm bidding institution and start the implementation work of the
system, and further lay the foundation for overall risk management system. Fourth, strictly implement the national interest
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rate policy, actively face interest rate liberalization of the same trade, and constantly perfect the loan interest risk
pricing mechanism. Fifth, organize and perform all the inspection work of high-risk business such as bond
investment, transfer discount, ect., and perform overall inspection of permission setting, business process, safety
precautions, etc.. Sixth, implement limit management, actively perform marking to market and constantly perfect
authorization and credit authorization system. Seventh, continue to perform pressure test mainly concerning interest
rate sensitivity analysis and situational analysis, evaluate risk situation and influence degree when the company
facing extreme risk, and increase risk resistance capability of investment business of the company.

(ITT) Operating risk:

The operating risk prevention measures of the Bank are as follows: first, constantly perfect subsecuent
supervision and risk early warning system model and realize integration of internal audit, subsecuent supervision
and accounting proscenium control. Second, complete mechanism, fully play the function of director of business
department, chief accountant, central supervisor, subsequent supervision, internal audit and discipline supervision,
to improve the efficiency and effect of inspection. Third, continue to carry out two standards, i.e. “business hall
management standardization” and " counter employee operation standardization” , to standardize proscenium
business operation. Fourth, sum up working experience, prepare monthly supervision report, circulate information in
time and improve the sense of risk and risk identification level of all the employees on the basis of the improvement
of rectification rate. Fifth, requlate and establish subsecuent supervision and key supervision plan, standardize
business operation, identify, control and reveal business risk items effectively, and improve supervision efficiency and
quality. Sixth, perform risk inspection and case precaution inspection phase-in and hierarchically, realize everyone
actively fulfill the rule and every thing fulfill the rule, and gradually cultivate and form favorable compliance culture.
Seventh, complete bank-enterprise reconciliation smoothly and prevent the potential risk effectively through the
enhancement of feedback and control of reconciliation information.

(IV) Product risk

The product risk prevention measures of the Bank are as follows: first, according to relevant system of new
product development, strengthen out the relevant procedure of the new product development of the company, strictly
examine the newly developed products and business of the company, then based on the product project approval,
complete and perfect the risk evaluation mechanism before the product project approval, implement admission
control, and improve management level and management force of the newly developed products of the compay.
Second, newly stipulated Woiking Instruction for Investment Bank Business Approval Committee, bring investment
banking business risk into the scope of risk management, and strengthen new product risk control of investment
banking business. Third, strengthen compliance approval for the contracts, agreements of new products, prevent
legal disputes caused by product risk. Fourth, combine with relevant business departments, investigate and learn
advanced concept of all the links of design, sales, manage, etc of new product from other banks, and improve the
level of product research and development and risk management of the company.

(V) Compliance risk

The complaince risk prevention measures of the Bank are as follows: first, constantly boost dynamic adjustment
of system and optimization and perfection of mechanism, implant and solidify the requirements of key post system to
the business operation and management system, and implement effective machine restrict. Second, by organizing
and developing daily compliance inspection, strgthen the training for the new employees’ career development plan
and professional ethics morality, and improve compliance awareness of all the employees, Third, in allusion to the
phenomenon that occurred when practising rules and regulations of the company such as the business is not
complete, rules and regulations lag behind business development, etc, shall modify and perfect them timely. Fourth,
combine risk management department and legal affairs department, constantly perfect compliance management
framework and system of the bank, set up compliance laison men troop in the company and further confirm the
compliance risk management policy. Fifth, strengthen approval of legal documents, receive incqury of authorities,
answer law consultation and provide compliance and legal guidance and help for business department and operating
personnel. Sixth, carry out learning system in the company, and let the employees timely know latest legal
knowledge and fulfill job responsibility. Seventh, organize training, examination knowledge contest and solicit article
of legal knowledge and typical cases like property law, popularize law publicity to all the employees and improve
legal awareness. Eighth, by virtue of opportunity of compliance implementation year, further publicize compliance
culture, propose compliance mechanism, improve compliance executive force and improve the level of compliance
risk management of the company. Meanwhile, further boost the long-acting construction mechanism of compliance
implementation culture. Further improve and perfect learning, education, training and publication mechanism, take
the oot of compliance culture concept profoundly.
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(VI) Information technology risk

The information technology risk prevention measures of the Bank are as follows: first, perfect the information
technology risk management mechanism. Bring the information technology risk into the whole risk management system,
set up information technology risk management post, and allocate technological professional talents. Fully make use of the
restrain function of three lines of defense, i.e. safety inspection of technology department, risk control of risk department
and audit and supervision of audit department, form effective supervision and restrain mechanism. Second, the company
perfect construction of information technology risk management system. According to the recquirements of Guidance of
Information System Risk Management of Financial Institution of Banking Industry, stipulate and perfect Tchnology Risk
Management Policy of the company, inspect lack and fill leakage and adjust and perfect the problems like management
loophele that may occur, and enable it to have systematicness and maneuverability. Third, the company perfect
information technology eaily warning mechanism. Timely and effectively complete collection, machining, summarizing
and analysis of risk information, and prepare information technology risk management report. Track the implementation of
corrective recommendations, safety threat of control information and occurance of non-compliance incident, further
strengthen risk prevention measures for technology risk hidden danger Fourth, the company perfect information
technology emergency disposal mechanism. Strengthen the construction of risk emergency and disposal mechanism,
steadily improve emergency management level. Strengthen management of information backup, disaster recovery and
business continuity. Perform training and drilling of emergency plan periodically, promote emergency and disaster
preparing work from the level of technology management to overall, joint management and coordination of many
departments working level of the company, to ensure when extreme incidents occur, can dispose orderly according to fixed
plan within the shortest time.

(VII) Liquidity risk

The liquidity risk prevention measures of the Bank are as follows: first, constantly optimize structure of assets and
liabilities, control the scale of loan, keep the investment cuantity of bond, to increase the licquidity of assets, meanwhile
reduce interest-free and low-interest assets occupation. Second, perform liquidity pressure test quarterly, through pressure
test to combine deadline gap analysis and cash follow analysis, analyze the the company’ s capacity to bear liquidity risk
impact and emergency financing capacity when problem occurs in capacity to pay under the situation of internal macro
control and marketing environment changes and external operating pressure, analyze the problems occurred in liquidity
risk situation and management of the company. Third, strengthen daily assets management, improve initiative debt
capacity, by performing counter purchase transaction in money market and reasonably arranging long-term and short-
term debt combination to reduce fund raising cost. Fourth, strengthen cooperation of the same trade, broaden fund raising
channel, and establish hierarchical liquidity preparation. Fifth, strictly implement all the interest rate policies of Central
Bank, and adjust and pay reserves against deposit timely and accurately quarterly. Sixth, enlarge financial investment,
and improve capital efficiency. Seventh, follow the principle of “implement business, system first” | stipulate financial
business operation procedure to adapt to the requirements of investing business development and standardize financial
business operation.

(VIII) Policy risk

The policy risk prevention measures of the Bank are as follows: 1. The Bank changed policy risk management model
from the previous method of preparing Monthly Risk Report and disclosing risk to the model of requiring relevant
departments to collect laws and reqgulations, macroeconomic policies and regulation requirement timely according to total
risk management and the relevant requirements in Document Management System, mastered its influence on the
operation of the Bank accurately in an integrated and global perspective and provided reference for operating decision. 2.
The Bank carried out risk early warning of policies and laws continuously, wamed relevant business management
department to take measures timely and implement relevant policies, and took measures to reduce or eliminate the
adverse effect caused by relevant policies.

(IX) Reputation risk

The reputation risk prevention measures of the Bank are as follows: 1. The Bank established Reputation Risk
Management Policies, which had been approved by board of directors and offered solid institutional guarantee for the
reputation risk management. 2. The Bank implemented popular sentiment monitoring mechanism, and the office of
Sponsoring Department for Popular Sentiment Monitoring monitored repoits regarding the Bank repoited by news media
everyday, such as paper, website, broadcasting station and TV station, and reported found important situation to bank
leaders and supervision department timely so as to solve the problems timely and properly. 3. Retail Department and Risk
Control Department supervised, treated and solved the complaints for various businesses timely.
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VI. Financial standing and business resull analysis of the Bank during the reporting period

(T) Main items whose amplitude of variation exceeds above 30% in the financial statement and reason

Unit: RMB/10,000¥uan

Item 2011 2010 Change range Main reasons
Due from banks fund 5222 3339 56.39% Allocate fund structure
Transaction monetary asset 414988 607170 -31.65% Allocate bond structure
Buying back the sales of financial assets 0 103193 -100.00% i e o
Issue loan and advance money 3671748 2621867 40.04% Enlarge loan
Hold to maturity investment 1422645 640827 122.00% Allocate bond structure
Long-term equity investment 6640 3840 72.92% banklcl;l.%catncgairiliglcglllg%yef
Deferred income tax assets 9860 7027 40.32%  ofloss from ass%?ﬁg?ﬁ%%?gndfgg’giﬁ%
Other assets 201688 542792 -62.84% here s B S
Loan from the Central Bank 77000 56857 35.43% E]%Itg%ﬁgﬂ fg?e%lgg ﬂ%ﬁ}ﬁ%{fﬁlgg’gﬁg
imstiution aBpost fand 101128 1016 3ses%  Bioglepihe fund paising channcl
Employee payment payable 233 945 -75.34% Issue the employees’ payment

in the current month
Tax payable 9945 6855 45.08% Increase income and tax bearing
Interests payable 20040 14300 40.14% Increase fixed deposits
Deferred income tax liabilities 1423 267 432.96% Fair value change
Other liabilities 199632 107225 B g R T e ent DUg oeRs s ve oy
Capital stock 394193 143393 174.90% Increase capital of 2.508 billion
Capital reserve 12304 6572 88.59% Semins Bt A
Surplus reserve 31540 22116 42.61% Profitability level promote
General provision of risk 55320 39642 39.55% general %f&?;[igrﬁ%?f«%‘ﬁ
Undistributed profits 134728 65597 105.39% Profitability level promote
Interests income 21601 156849 S Rl
Interests expense ERN  socs  ocuaw Depontend counterpurhme cmount
Fee and commission income 5582 4235 31.81% Intermediary business income increases
Fee and commission income 1179 1786 -33.99% Intermediary business expense reduces
Income from investment 49302 35311 39.62% TOtalpéIltI)'ﬁﬂ‘}:Itlg g{ﬁlﬂiglﬁgﬂﬁg}%gg
Add change of fair value assets 1617 612 -364.22% Bond fair value allocated
Business tariff and annex 12293 7472 64.52% Income increases, tax bearing increases
Business and management fee £9959 52640 32.90% Business develops

cuickly, expense support enlarges

Loss from asset devaluation 10696 4752 125.08% Lo dg:%gggg?r?vdaﬁ%vé

Non-business income 714 5758 -87.60% Non-business income
reduces, main business mcreases

Income tax expense 26583 19883 33.70% Income increases, tax bearing increases
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V. Changes and effects of management environment, macropolicies, laws and regulations

(I) National macro control

During the reporting period, faced with complicated and variable economic environment at home and abroad,
descending economy and constrictive monetary policy, in 2011 the company always strictly implemented all the interest
rate policies of Central Bank, adjusted and paid reserves against deposit timely and accurately, and constantly
strengthened liquidity management, strengthened cooperation of the same trade, broaden fund raising channels,
established hierarchical liquidity preparation, kept sufficient liquidity, performed liquidity pressure test periodically, and
strengthened liquidity indicator test. Ensure the fulfillment of safety and liquidity, meanwhile give consideration to the
beneficial result of the company, enlarge intermediary business like financial investment, improve capital efficiency,

improve non interest income and mitigate policy impact by adjusting structure.
(IT) Impact of private loan

During the reporting period, as the price level kept raising, bi-directional need of supply and demand of fund urged
private loan such as guarantee company, small-loan company, etc. to spring up. Many of the quarantee institutions have
the problems such as have no complete internal control system, have no standardized financing management system, have
less register capital, have weak guarantee strength, etc., when cooperating with such kind of institutions, the company
strictly controls risk. First, stipulate Management Method of Cooperation Business with Financing Guarantee Company of
Bank of Zhengzhou and Credit Level Evaluation Method of Financing Guarantee Company of Bank of Zhengzhou.
Second, confirm the proportion of the total amount guaranteed by guarantee company in the total amount of the
company’ s loan, and control the guarantee concentration ratio of the guarantee company. Third, strengthen the
centralized management of the quarantee company cooperate with the company, and realize unified credit authorization
gradually. Fourth, strictly control market access, terminate cooperation with institutions which do not have financing
quarantee quality and the guarantee companies which do not obtain business certificates after the clean-up and

rectification by the provincial or municipal government.
(ITT) Local financing platform loan

During the reporting period, the company carried out all the policies of cleaning-up platform loan, strictly control

loan risk, release the platform loan risk by adding mortgage guarantee to existing loan and modifying repayment method.
(IV) Real estate development loan

During the reporting period, with the publication of “ new country eights” , the housing loan policy was
increasingly tighten, bank adopted price discrimination policy generally for real estate development loan, and the cost of
enterprise loan was constantly increasing. While under the function of a series of policies like limit purchase and limit loan
to restrain the precipitous rise of housing price, the housing price shown sign of looseness, and house buyers had strong
desire to wait and see. The situation of house fall in price will lead to the breakage of the real eatate enterprise fund chain,
will finally influence the later stage development of real eatate enterprise, meanwhile will lead to increase of bad loan in
bank. The company performed further inspection for the existing loan of real estate development, mainly mark at and
prevent the loan having risk symptom, improve early warning capacity, strictly control admittance of newly added

customers, and strength existing customer risk supervision force.

VI. Business plan of 2012
(1) Guideline

Further implement the central, provincial, and municipal economic working conference spirit of 2012, under the
premise of compliance operation, put scientific development as the principal line, catch the strategic opertunity brought by
the success of construction of central economic zone, Zhengzhou urbanized area and capital increase and share expansion,

mainly make great effort to integrate stock right, import strategic investment, operate capital, construct structure, perfect
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mechanism, innovate business, prevent and control risk, etc, ensure the steady implementation of five-year plan, boost the
continuous promotion of the company’ s management and operation level, and provide solid guarantee for the rapid
development of Bank of Zhengzhou.

(IT) Main business and management objectives
—The total assets reached RMB 90 billion Yuan.
—Balances of deposits reached RMB 67.5 billion Yuan (ex. inter-bank deposits).
——DBalances of all loans reached RMB 46.5 billion Yuan,
—Take profits RMB 17 million Yuan.

—The rate of capital sufficiency was kept higher than 14.67%,; the balance of bad loans was controlled within 0.6%,
the provision coverage rate reached more than 350%. Three key supervision indicators should reach the recuired
standards totally.

Continue to optimize the loan ratio of biggest single customer and biggest ten customers, the loan concentration
ratio shall be controlled within the supervision requirements. Realize the increasing speed of small and mini enterprise
loan is higher than the increasing speed of the company’ s loan and the increasing cquantity is higher than the level of last
year.

— Continue to enchance regulatory ratings, going up from grade 3 to grade 2.

Ensure no case or significant accident.

VIII Routine work of the Board of Directors

(T) Meetings and resolutions of the board of directors during the reporting period

During the reporting period, the Bank prepared and held nine board meetings including four conventional meetings
and five provisional meetings. On these meetings, major items such as the five-year development plan from 2011 to 2015,

website plan, capital increasing plan, modifying regulations, major related party transaction, etc. of the company.
(II) Execution of the board of directors to the resolutions of shareholders’ meeting

During the reporting period, the Bank prepared and held two shareholders meetings. The meeting discussed
proposals such as annual financial situation, profit allocation plan, financial budget plan, budget performance situation,
bonus sharing plan, capital increasing and share expansion, add capital fund, modify requlation, etc. These all get
effective implementation and execution under the high value and boost of the board of directors.
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I. Introduction to the meeting of the board of supervisors

During the reporting period, the board of directors held four reqular meetings and two temporary meetings. The
attendances of the meetings are all 100%. The meetings approved and passed separately 26 proposals such as 2010 Work
Report of the Board of Directors of Bank of Zhengzhou, 2010 Fulfillment Situation Evaluation of the Board of Directors of
Bank of Zhengzhou, 2010 Fulfillment Situation Evaluation of Directors of Bank of Zhengzhou, 2010 Fulfillment Situation
Evaluation of Member of Senior Management of Bank of Zhengzhou, 2010 Fulfillment Situation Evaluation of Directors of
Bank of Zhengzhou, 2010 Annual Business Result Authenticity Audit Report of Bank of Zhengzhou, 2010 None Bonus Share
of Bank of Zhengzhou Co., Ltd, Special Audit Report of 2009 Annual Petty Loan of Bank of Zhengzhou, Concerning Fan Dalu
Intend to Work as Supervisor Candidate of Bank of Zhengzhou Co., Ltd, Concerning Li Wenbin Resign From the Post of
Supervisor of Bank of Zhengzhou, Concerning Li Wenbin Resign From the Post of Shareholder Supervisor of Bank of
Zhengzhou, Concerning Select Fan Dalu to be the Supervisor of Bank of Zhengzhou, Concernign Zhang Qiuli Resign from
the post of Employee Supervisor of Third Board of Directors of Bank of Zhengzhou, Economic Responsibility Audit report of
Jiao Jinrong Resign from the post of President, Auditing Plan of the 2011 Annual Business Performance Authenticity of Bank
of Zhengzhou, Concerning Hiring External Intermediary Agency to Perform Audit for the 2011 Annual Business Performance
Authenticity of Bank of Zhengzhou, Economic Responsibility Auditing Plan of Wang Tianyu Resign from the post of President,
Concemning Hiring External Intermediary Agency to Perform Resign Economic Responsibility Audit for Ex-president Wang
Tianyu of Bank of Zhengzhou, Resign Economic Responsibility Audit Plan for Ex-supervisor Li Wenbin of Bank of Zhengzhou,
Concerning Hiring External Intermediary Agency to Perform Resign Economic Responsibility Audit for Ex-supervisor Li
Wenbin of Bank of Zhengzhou, Resign Economic Responsibility Audit Plan for Ex-vice-president Fan Dalu of Bank of
Zhengzhou, Concerning Hiring External Intermediary Agency to Perform Resign Economic Responsibility Audit for Ex- vice-
president Fan Dalu of Bank of Zhengzhou, 2012 Annual Work Plan of Third Board of Directors of Bank of Zhengzhou, 2012
Annual Work Plan of Third Board of Directors Nomibation Committee of Bank of Zhengzhou, and 2012 Annual Work Plan of
Third Board of Directors Auditing Commitee of Bank of Zhengzhou.

II. Committees under its jurisdiction and holding situation of committee meeting
The board of directors set nomination committee and audit committee under its jurisdiction.

During the reporting period, the nomination committee held three meetings and the attendance rate of supervisors is
100%. The meeting passed six proposals such as Concerning Fan Dalu Intend to be Appointed as the Shareholder
Supervisor Candidate of Bank of Zhengzhou, Concerning Zhang Qiuli Apply to Resign from the Post of Employee Supervisor
of Third Board of Directors of Bank of Zhengzhou, 2010 Annual Work Plan of Third Board of Directors Nomination
Committee of Bank of Zhengzhou, Concerning Li Wenbin Resign from the Post of Chief Supervisor of Bank of Zhengzhou,
and Concerning Select Fan Dalu as the Chief Supervisor of Bank of Zhengzhou, and according to regulations submit the
audit of board of directors meeting.

The auditing committee held 3 meetings, the nomination committee held three meetings and the attendance rate of
supervisors is 100%. The meeting discussed and passed 13 proposals such as Audit report of 2010 Annual Business
Performance Authenticity of Bank of Zhengzhou, 2009 Petty Sum Special Audit report of Bank of Zhengzhou, Resign
Economic Responsibility Audit Report of Jiao Jinrong Resign from Ex-president of Bank of Zhengzhou, Audit report of 2011
Annual Business Performance Authenticity of Bank of Zhengzhou, Concerning Hiring External Intermediary Agency to
Perform 2011 Annual Business Performance Authenticity Audit of Bank of Zhengzhou, Economic Responsibility Auditing
Plan of Wang Tianyu Resign from the post of President, Concerning Hiring External Intermediary Agency to Perform Resign
Economic Responsibility Audit for Ex-president Wang Tianyu of Bank of Zhengzhou, Resign Economic Responsibility Audit
Plan for Ex-supervisor Li Wenbin of Bank of Zhengzhou, Conceming Hiring External Intermediary Agency to Perform Resign
Economic Responsibility Audit for Ex-supervisor Li Wenbin of Bank of Zhengzhou, Resign Economic Responsibility Audit
Plan for Ex-vice-president Fan Dalu of Bank of Zhengzhou, Concerning Hiring External Intermediary Agency to Perform
Resign Economic Responsibility Audit for Ex- vice-president Fan Dalu of Bank of Zhengzhou, 2012 Annual Work Plan of
Third Board of Directors of Bank of Zhengzhou, 2012 Annual Work Plan of Third Board of Directors Nomibation Committee of
Bank of Zhengzhou, and 2012 Annual Work Plan of Third Board of Directors Auditing Commitee of Bank of Zhengzhou.
Relevant proposals have been submitted to borad of directors meeting for approval.

IT1. Situation of attending the shareholder meeting

During the reporting period, the supervisors of the company attended shareholder meeting and temporary
shareholder meeting, and the attendance rate is 100%.

I'V. Situation of attending the shareholder meeting
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During the reporting period, the the supervisors of the company attended 1 shareholder meeting and 1 temporary

shareholder meeting, and the attendance rate is 90%.

V. Situation of attending the board of directors meeting

During the reporting period, the supervisors of the company attended 4 shareholder meetings and 5 temporary
shareholder meetings, and the attendance rate is 90%.

VI. The board of supervisors issue independent opinion concerning relevant items

VII. Separate opinions expressed by the Board of Supervisors on matters of concern

During the reporting period, the operation and decision-making procedures of the Bank complied with related
provisions of the Corporation Law and Articles of Association; there was no violation of laws, rules and Articles of
Association, or behaviors damaging the Bank and shareholders’ interests. The following opinions were given:

(I) Business Achievements Trueness

In February 2012, the Boaid of Supervisors entrusted Henan Chenghe CPA Firm to audit the profit trueness in 2011
of Commercial Bank of Zhengzhou Co., Ltd and issue the Audit Report (YCSHZ[2012] No. 060-1). From the audit repo1t,
the profits of the Bank in 2011 reached RMB 1,380,708,531.79Yuan (including non business net profit of RMB
50,157,724.36 Yuan and all the value decrease preparation withdrawn of RMB 106,956,172.54 Yuan). After examination
and review, the Board of Supervisors acknowledged that the business achievements of the Bank in 2011 were true.

(IT)Duty fulfillment of the Board of Directors

During the reporting period, the third Board of Directors can according to regulations and requirement such as
relevant laws and regulations and the requlations of the company, be praganatic and innovative, forge ahead, seriously
fulfill the job duties, actively carry out and implement the spirit of the shareholder meeting, make efforts to boost
construction of corporate governance structure, coordinate with board of supervisors and operating group, control balance
mutually, and try hard together, tightly catch new development opportunity, united together and struggle together, let the
bank obtain good business performance; complete all the guided targets of municipal SASAC and Banking Requlatory
Bureau; complete the capital increase and share expansion woik successfully, promote the capital strength substantially;
deposit and loan realize double ten billion increase, and the development step is steady and ordeily; the capital quality is
constantly optimized, and the profitability level creats a new high.

The Board of Supervisors considered that the Board of Directors in 2011 had fulfilled its duties perfectly according to
Provisional Measures on supervision and assessment of the duty fulfillment of the Board of Directors and its Directors of
Bank of Zhengzhou Co. Ltd in combination with the specific works done by the Boaid of Directors in 2011,

(I'V) Duty fulfillment of the executives

Faced with complicated and variable economic situation at home and abroad, the senior management of the
company bear all the pressures and overcome many difficulties, holding the seeking and pioneering spirit and forge ahead,
seriously carry out the decision of board of directors, willingly to accept the supervision of board of supervisors, strengthen
the internal control system, perfect internal system construction, stick to the principal of internal first and operate
cautiously, deposit and loan realize double ten billion increase, and the development step is steady and orderly; the capital
quality is constantly optimized, and the profitability level creats a new high, successfully complete the value preserve and
increase target of the national asset. The company realize pre-provision profit of 1.331 billion Yuan, increased 0.455 billion
Yuan than that of 2010 (0.875 illion Yuan), complete 133.06% of the annual target 1 billion Yuan. Except counting and
drawing provision of 0,107 billion Yuan, counting and drawing tax of 0.266 billion Yuan, the annual net profit of 2011 is
0.958 billion Yuan, increase 0.329 billion Yuan than that of 2010 (0.629 billion Yuan). In 2011, the senior management not
only completed all the tasks and targets, but also obtained impressive result in all the aspects such as cross section
development, internal control construction, personnel training and renterprise culture construction. The Board of
Supervisors considered that the Board of Directors in 2011 had fulfilled its duties perfectly according to Provisional
Measures on supervision and assessment of the duty fulfillment of the Board of Directors and its Directors of Bank of
Zhengzhou Co. Ltd in combination with the specific works done by the Board of Directors in 2011,
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I. Description of important maltters

During the reporting period, the register capital of the company changed from RMB 1,433.931900 million Yuan into
RMB 3,941.931900 million Yuan.

I1. Increase and decrease of registered capital, matters of division and incorporation
During the reporting period, increased register capital of RMB 2.508 billion Yuan.

II1. Major lawsuit, arbitration matters and major cases

During the reporting period, the company had eight pending action cases over 1 million Yuan as the respondent, the

estimated loss suffered as a respondent of a case is 48.328 million Yuan.

IV. Matters of related party transactions

(I) During the reporting period, any shareholder of the Bank had no assets trusteeship, ireezing and
mortgage.

(IT) Major matters of related party transactions (balances of single loans exceeded RMB 30 million Yuan)

During the reporting period, the Bank realized the related party transactions to be constricted within the regulatory

indicators.
Unit: RMB/10,000¥nan
Loan during reportin
Name of related party Client code Guarantee method period (at the end of 201
Zh hou SAMOST (GROUP Ensure quarantee, accounts
Iduesrftlgazﬂ %%.,LTD (grou(p custom)mr) 26802022-1 receivable and pledge guarantee 17600
Total 17600

(ITT) Balances of bad loans in related party transactions, proportions of balances in total amounts of bad

loans and related party transactions

Total amounts involved with related party transactions of the Bank were RMB 176 million Yuan without any bad loan.

(IV) Shareholders with bad loans tendency, title of related party, balances and form of loans, and briefly

describe the reasons.

V. Shareholders with bad loans tendency, title of related party, balances and form of loans, and
briefly describe the reasons.

(I) Major matters concerning trusteeship, contract and lease: during the reporting period, the Bank had
no major matters of trusteeship, contract and lease;

(IT) Major security: during the reporting period, except for financial security business within business
scope approved by China Banking Regulatory Commission, the Bank had no other major security matters

need to be disclosed.
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(TIT) Financial products:

During the reporting period, issued 17 financial products, raised fund of 1.406 billion Yuan. Of which there are 4
products in duration, scale of 0.007 billion Yuan. Financial products already paid are 13, and the scale is 1.336 billion Yuan.

The products details are as following table:

4l
et

Unit: RMB/10,000Yuan

oduct name oduct type uration xpected yie ayment conditions
S/N  Prod Product typ Emgildscgle ] Durati Expected yield Pay diti
enthousand yuan
01 No. 2 Jin Watong  non-guaranteed 1482 18 months + L year  5%+10% Not paid
Dingcheng-02 floating gains or fixed period Gains with interest
02 No. 2 Jin Wutong  non-guaranteed 500 3 months 3.05% Already paid
Wenjian-01 floating gains
03  No.2JinWutong non-guaranteed 819 16 months + Lyear 5 259,410% Not paid
Dingcheng-03 floating gains or fixed period Gains with interest
04 No. 3 Jin non-guaranteed 12000 82 days 3.15% Already paid
WutongWenjian floating gains
i non-guaranteed L5 months + | year  5,25%+10% i
S e orfixedperiod  Gains with inferest P
(& d
06 No. 4 Jin non-guaranteed 10665 61days pﬁﬁﬁoél.s%zrson " Already paid
Wutong Wenjian ~ floating gains VIP customer: 3.65%
07 No. 2 Jin non-guarantesd 2400 91days Common person: 3.6% Already paid
Watong Wenjian-2 floating gains VIP customer: 3.8%
Common person and
08 No. 5 Wenjian non-guaranteed 6000 84days public: 3.6% Already paid
floating gains VIP customer: 3.8%
Common person and
09 No. 6 Wenjian ﬁon-_gua.rapteed 15000 27days public: 4.3},30/ﬂ Already paid
oating gains VIP customer: 4.5%
= . Common person and .
10 No. 7 Wenjian Eggﬁi%aéﬁ‘?d 25000 7days public: 3. 5&/(3 Already paid
VIP customer: 3.7%
11 No. 8 Weni non-guaranteed 19926 20d Common person : 3.6% Alread: id
¢ erian floating gains e VIP customer: 3.8% SRR
o non-gquaranteed Common person : 4.1% ;
12 No. 9 Wenjian ﬂoaﬁ% e 4000 56days L e Already paid
= non-guaranteed Common person : 5.3% .
13 No. 10 Wenjian ﬂoati%lé; e 4000 184days VIP customer: 5.5% Not paid
= non-guaranteed Common person : 3.8% ;
14 No. 11 Wenjian e 14155 23days AAE istinios AlD% Already paid
@ non-guaranteed Common person : 4.6% :
15 No. 12 Wenjian T 3280 83days VIP customer 4.8% Already paid
16 No. 13 Wenjian ggg&iﬁied 2566 55days VIP customer: 4.6% Already paid
17 number 14 Wenjian DOR-guaranteed  1g90y 32days e Already paid

floating gains

VIP customer: 4.8%
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(IV) Other major contracts and the execution of contracts: during the reporting period, all business
contracts went normal, and the Bank had no major contract dispute.

VI. Commitment of the Bank

During the repotting period, the company doesn’ t need to explain acceptance items.

VII. Appointment and dismissal of CPA firm

During the reporting period, the Bank appointed Henan Chenghe CPA Firm to audit financial statement of the Bank.

VIII. Punishment of directors, supervisors and executives

During the reporting period, the Bank, board of directors and directors themselves, supervisors and executives

suffered no punishment.
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Chapter XI Financial Statement

I. Audit report

Financial statement of the Bank had been
audited by Henan Chenghe CPA Firm according
to domestic auditing rules, signed by CPAs Ma
Chun’ an and Chen Xiangling, with the issued
YCSHZ [2012] No.060 standard audit report.

II. Financial situation statement
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BANK OF ZHENGZHOU CO,, LTD.

Audit Report

YCSHZ [2012] Number 060

Shareholders of Bank of Zhengzhou,

We have already audited the attached financial statements of Bank of Zhengzhou Co., Ltd (hereinafter called as the
Company), including balance sheet on December 31, 2011, profit statement of 2011, statement of changes in

shareholders’ equity and statement of cash flow as well as note to financial statements.
I. Responsibilities of executives for financial statements

The executives of the Company shall bear responsibility for compiling the financial statements according to the
provisions of Enterprise Accounting Rules. The respomnsibility includes: (1) design, implement and maintain internal
control relating to financial statements for the purpose of avoiding significant misstatement in financial statements due to
malpractices or mistake; (2) choose and apply suitable accounting policy; (3) determine the reasonable accounting

estimate.

I1. Responsibilities of CPA

Our responsibility is to express audit opinion based on the implementation of auditing work. We carried out auditing
work according to Chinese CPA auditing standards. The Chinese CPA auditing standards recquired us to comply with
professional ethics to plan and implement auditing work in order to obtain reasonable guarantee for inexistence of

significant misstatement in financial statements.

The audit work involves the implementation of auditing procedure to obtain the audit evidence for relevant amounts
of financial statements and disclosure. The selected auditing procedure is determined by certified public accountant’ s
judgment, including the evaluation of significant misstatement risk in financial statements due to malpractices or mistake.
During the period of risk evaluation, we took internal control relevant to financial statements into consideration to design
right auditing procedure; however, the purpose was not to express an opinion on the validity of internal control. Auditing
work also includes appraising the felicitousness of accounting policy selected by management layer, determining the

rationality of accounting estimate and appraising the whole list of financial statements.

We believe that the audit evidence we obtained is sufficient, proper, and it lays the foundation for expressing audit

opinion.
ITI. Audit opinion

We acknowledge that the financial statements of the Company are compiled in accordance with Enterprise
Accounting Rules, and faiily reflect the financial standing on December 31, 2011, business achievements and cash flow of

2011 of the Company in significant aspects.

February 16, 2012
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Balance Sheet
Compiling unit: Bank of Zhengzhou Co., Ltd December 31, 2011 Unit: RMB Yuan
Assets Line Number Amou;lft ;é:;ﬁg Amount at bg?ipnel;iigg
Assets 01
Cash and due from the Central Bank 02 12,375,953,581.18 10,119,641,871.16
Due from banks 03 92,218,391 32 33,385,128.00
Noble metal 04 0.00 0.00
Funds for inter-bank lending 05 0.00 0.00
Tradable financial assets 06 4,149,881,767.60 6,071,699,324.90
Derivative financial assets 07 0.00 0.00
Redemptory monetary capital for sale 08 0.00 1,031,933,625.51
Interest receivable 09 223,088,485.64 177,742,843.26
Granting of loan and imprest 10 36,717,484,457.53 26,218,669,066.63
Financial assets available for sale 11 1,799,750,655.00 1,404,470,303.40
Held-to-maturity investment 12 14,226,447,510.89 6,408,265,432.38
Long-term investment on stocks 13 66,400,000.00 38,400,000.00
Investment real estate 14 0.00 0.00
Fixed assets 15 739,772,821.25 704,691,033.20
Intangible assets 16 18,998,724.55 19,643,390.39
Deferred income tax assets 17 98,595,837.72 70,266,613.11
Other assets 18 2,016,879,990.88 5,427,916,504.59
Total assets 25 72,485,472,223.56 57,726,725,136.53
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Compiling unit: Bank of Zhengzhou Co., Ltd

December 31, 2011

Unit: RMB Ynan

Liabilities and owner’ s equity

Line Number

Amount at end

Amount at beginning

of period of period

Liabilities 26
Borrowing from the Central Bank 2l 770,000,000.00 568,573,812.50
Due from banks and other financial institutions 28 16115231, Fltls 1,160,160,966.94
Bomrowing from other banks and financial nstitutions ghl 0.00 0.00
Tradable financial liabilities 30 0.00 0.00
Derivative financial liabilities 31 0.00 0.00
Financial assets sold for repurchase 32 5,795,000,000.00 6,561,749,839.79
Accepted money deposits 33 54,976,427,843.19 44 628,803,351.77
Payroll payable 34 2,330,741.55 9,448,401.61
Taxes payable 35 99,454,656.37 68,545,287.28
Interest payable 36 200,400,043.77 142,998,127.63
Estimated Liabilities 3t 48,328,000.00 48,328,000.00
Bond payable 38 690,000,000.00 690,000,000.00
Deferred income tax liabilities 39 14,231,776.06 2,668,780.95
Other liabilities 40 1,996,320,995.59 1,072,246,764.20
Total liabilities 41 66,203,725,767.68 54,953,523,332.67

Shareholder’ s ecuity 42
Capital stock 43 3,941,931,900.00 1,433,931,900.00
Capital surplus 44 123,937,783.62 65,721,187.60
Less: Treasury stock 45 0.00 0.00
Surplus reserve 46 315,396,692.25 221,163,886.65
General risk reserves 47 553,200,445.09 ZIS(E NG, BT 2l
Undistributed profits 48 1,347,279,634.93 655,969,612.34
Total of shareholders equity 49 6,281,746,455.89 2,773,201,803.86
Total liabilities and shareholder’ s equity 50 72,485,472,223.56 57,726,725,136.53
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Profit and Loss Statement
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Compiling unit: Bank of Zhengzhou Co., Ltd

2011

Unit: RMB Yuan

Item

2011

2010

I. Income from operation

2,203,819,780.31

1,470,151,151.99

Net income from interest

Income from interest

Expenditure for interest

Net income from handling charges and commission fee

Income from handling charges and commission fee

Expenditure for handling charges and commission fee

w o

Investment yields (filled in if deficiency)

Inec.: Income from investment on jomtly-operated enterprise and joint enterprise

@ »

Income from change of fair value (filled in it deficiency)

Income from exchang (filled in “-”

if deficiency)

Income from other operations

II. Expenditure for operation

1,588,400,088.63

2,616,914,197.22

1,028,514,108.59

44,037,009.75

55,822,652.11

11,785,642.36

493,021,297.75

16,167,754.03

62,193,630.15

930,046,303.57

1,043,833,395.97

1,568,494,501.64

524,661,105.67

24,484,790.42

42,345,026.96

17,860,236.54

353,107,381.40

-6,124,213.21

54,849,797 .41

649,300,010.66

Business tax and surcharge

Business and administration expense

Asset depreciation loss

Other operating cost

“w_n

III. Profit from operation (filled in if deficiency)

122,926,146.26

699,587,235.77

106,956,172.54

576,749.00

1,273,773,476.74

74,715,137.17

526,401,194.63

47,521,455.16

662,223.70

820,851,141.33

Add: Non-operating income
Less: Non-operating expenditure

IV, Total profits (filled in “-" if deficiency)

7,135,454.90

57,314,296.75

1,223,594,634.89

57,579,474.07

50,491,493.72

827,939,121.68

Less: Income tax expense

V. Net profit ("-" for loss)

265,825,684.93

957,768,949.96

198,825,105.92

629,114,015.76
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Cash Flow Statement

Compiling unit: Bank of Zhengzhou Co., Ltd

2011

Unit: RMB Ynan

I. Cash flows from operating activities

Amount of this year

Amount of last year

Net increase of deposit from client and from banks
Net increase of borrowings from the Central Bank
Net increase of borrowing from other financial institutions
Cash received of interest, handling charge and commission fee
Other cash received relating to operating activities
Sub-total of cash inflows of operating activities
Net increase of client’ s loan and imprest
Net increase of deposit in the Central Bank and other banks
Cash paid of handling charge and commission fee
Cash paid to and on behalf of employees
Taxes paid
Other cash paid relating to operating activities
Sub-total of cash outflows of operating activities
Net cash flow from operating activities

II. Cash flows from investing activities

10,798,695,235.63
201,426,187.50
2,676,220,920.15
4,606,663,054.30
18,283,005,397.58
10,605,385,390.90
2,496,857 221.09
985,989,942.36
285,099,334.74
474,426,251.65
213,324,129.58
15,061,082,270.32
3,221,923,127.26

9,817,244,733.70
-301,426,187.50
-11,000,000.00
1,607,965, 203.68
3,692,270,534.55
14,805,054,284.43
6,597,264,730.74
2,328,276,495.28
497,692,398.88
225,364,525.36
306,658,282.85
240,287 ,411.19
10,195,543,844.30
4,609,510,440.13

Cash received from return of investment
Cash receive from investment earning
Other cash received relating to investing activities

Sub-total of cash inflows of investment activities
Cash paid to acquire investments
Cash paid to acquire fixed assets, infangible assets and otherlong-term assets
Other cash paid relating to investing activities

Sub-total of cash outflows of investment activities

Net cash flows from investing activities

II1. Cash flows from financing activities

583,719,389,054.23
460,359,338.58
584,179,748,392.81
590,049,709,050.84
81,618 112.60
590,131,327,163.44
-5,951,578,770.63

460,744,144,311.77
297,345,508.40
461,041,489,820.17
464,680,151,586.11
S02550 005390
464,982,681,311.40
-3,941,191,491.23

Cash received from absorbing investment

Cash received from bonds

Other cash received relating to financing activities
Sub-total of cash inflows of financing activities

Cash repayments of amount borrowed

Cash payments for distribution of dividends, interests or profits

Other cash payments relating to financing activities
Sub-total of cash outflows of financing activities
Net cash flows from financing activities

IV. Effect of foreign exchange rate changes on cash

2,508,000,000.00

2,508,000,000.00

56,604.38

56,604.38
2,507,943,395.62

300,977.45

300,977.45
-300,977.45

V. Net increase amount of cash and cash equivalent

-221,712,247.75

668,017,971.45

Add: Cash and cash equivalents balance at beginning of period

VI. Cash and cash equivalents balance at end of period

3,169,579,453.70
2,947,867,205.95

2,5601,561,482.25
3,169,579,453.70
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Compiling unit: Bank of Zhengzhou Co., Ltd

Unit: RMB Yuan

Compiling unit: Bank of Zhengzhou Co., Ltd

Unit: RMB Yuan

Item Line Number

2011

2011

Paid-in capital

Capital surplus

Less: Treasury shares Surplus reserve

Surplus reserve

Undistributed profits

Total owner’ s equity

I. Balance at end of last year 01 1,433,931,900.00 65,721,187.60 221,163,886.65 396,415,217.27 655,969,612.34 2,773,201,803.86
Add: Change of accounting policy 02 0.00
Modification of previous error 03 0.00
Other 04 0.00

II. Balance at beginning of this year 05 1,433,931,900.00 65,721,187.60 221,163,886.65 396,415,217.27 655,969,612.34 2,773,201,803.86
i o aklagrense i foesaseinia yaas 06 2,508,000,000.00 58,216,596.02 94,232,805.60 156,785,227.82 691,310,022.59 3,508,544,652.03
(I) Net profits 07 957,768,949.96 957,768,949.96
(II) Other comprehensive income 08 22,563,169.76 -15,440,893.95 2289 51
Subtotal of above (I) and (IT) 09 0.00 22,563,169.76 0.00 0.00 942,328,056.01 964,891,225.77
(III) Capital increased/decreased by owner 10 2,508,000,000.00 35,653,426.26 0.00 0.00 0.00 2,543,653,426.26
1. Capital increased by owner at this period 11 2,508,000,000.00 35,653,426.26 2,543,653,426.26
2. Amount of stock payment counted into owner’ s equity 12 0.00

3. Other 13 0.00
(I'V) Profit distribution this year 14 0.00 0.00 94,232,805.60 156,785,227.82 -251,018,033.42 0.00
1. Deduction of surplus reserves 15 94,232,805.60 -94,232,805.60 0.00

2. Deduction of General risk reserves 16 156,785,227.82 -156,785,227.82 0.00
3. Distribution among owners (or shareholders) 17 0.00 0.00
4.0Other 18 0.00 0.00
(V) Internal settlement and transfer of owner’ s equity 19 0.00 0.00 0.00 0.00 0.00 0.00

1. Capital increased by capital reserves 20 0.00

2. Capital increased by surplus reservesives 21 0.00

3. Loss made-up by surplus reserves 29 0.00

4. Loss made-up by general risk reserves Gt 0.00

5. Other 24 0.00
IV. Balance at end of this year 25 3,941,931,900.00 123,937,783.62 315,396,692.25 553,200,445.09 1,347,279,634.93 6,281,746,455.89
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Statements of Changes in Owner’ s ( Continue )

Compiling unit: Bank of Zhengzhou Co., Ltd

Unit: RMB Yuan

Compiling unit: Bank of Zhengzhou Co., Ltd

Unit: RMB Yuan

Item Line Number

2011

2011

Paid-in capital

Capital surplus

Less: Treasury shares Surplus reserve

Surplus reserve

Undistributed profits

Total owner’ s equity

I. Balance at end of last year 01 1,433,931,900.00 50,626,622.73 158,309,606.28 120,000,000.00 366,696,306.19 2,129,564,435.20

Add: Change of accounting policy 02 0.00

Modification of previous error 03 0.00

Other 04 0.00

I1. Balance at beginning of this year 05 1,433,931,900.00 50,626,622.73 158,309,606.28 120,000,000.00 366,696,306.19 2,129,564,435.20

06 0.00 15,094,564.87 62,854,280.37 276,415,217.27 289,273,306.15 643,637,368.66

(I) Net profits 07 629,114,015.76 629,114,015.76
(II) Other comprehensive income 08 15,094,564.87

Subtotal of above (I) and (IT) 09 0.00 15,094,564.87 0.00 0.00 629,114,015.76 644,208,580.63

(III) Capital increased/decreased by owner 10 0.00 0.00 0.00 0.00 0.00 0.00

1. Capital increased by owner at this period il 0.00

2. Amount of stock payment counted into owner’ s equity 12 0.00

3. Other s 0.00

(IV) Profit distribution this year 14 0.00 0.00 62,854,280.37 276,415,217.27 -339,840,709.61 -571,211.97

1. Deduction of surplus reserves 15 62,911,401.57 -62,911,401.57 0.00

2. Deduction of General risk reserves 16 276,415,217.27 -276,415,217.27 0.00

3. Distribution among owners (or shareholders) 17 0.00

4.Other 18 -57,121.20 -514,090.77 -571,211.97

(V) Internal settlement and transfer of owner’ s equity 19 0.00 0.00 0.00 0.00

1. Capital increased by capital reserves 20 0.00

2. Capital increased by surplus reservesives 21 0.00

3. Loss made-up by surplus reserves ) 0.00

4. Loss made-up by general risk reserves 23 0.00

5. Other 24 0.00

IV. Balance at end of this year 25 1,433,931,900.00 65,721,187.60 221,163,886.65 396,415,217.27 655,969,612.34 2,773,201,803.86
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Notes to Financial Statements

Year 2011

I. Basic condition

Bank of Zhengzhou Co., Ltd (hereinafter called as “the Company” ) (former “Commercial Bank of Zhengzhou Co.,
Ltd" ) was a joint-stock commercial bank established on February 2000 with the approval of the People's Bank of China (
JYF (2000) No.64), and Henan Provincial, Zhengzhou Municipal Financial Bureau as its majority shareholders. On
December 17, 2009, its name as changed to Bank of Zhengzhou Co., Ltd with financial permit No. B1036H241010001. It
was registered by Henan Bureau of Commerce and Industry, and obtained license for Business Corporation with
registered No. 410000100052554, registered capital RMB 3,941,931,900.00 Yuan; legal representative is Wang Tianyu;
registered office in Hezhong Plaza, No.1 North Yousheng Road, Zhengzhou City.

The Company is engaged in financial operations. During the reporting period, its main business includes: absorbing
public deposit, granting short-term, medium-term and long-term loans, handling domestic settlement, handling note
discount, issuing financing bond; supplying the issuance, payment and selling of governmental bond, purchasing and
selling the governmental bond, conducting the inter-bank borrowings, supplying guarantee, supplying safety-deposit box
business, dealing with the payment and insurance business, handling the consignment loan of local financial credit for

working capital use of funds entrusted to keep lending and so on.

I1. Compilation basis of financial statements

Based on the assumption of sustainable operation, the financial statements of the Company are compiled according
to the actual exchange and matter and in accordance with the following important accounting policies and accounting

estimates.

IT1. Statement of conformity with enterprise accounting rules

The financial statements are complied according to the Accounting Rules of Enterprise—Basic Rule and 33 specific
accounting rules issued by the Ministry of Finance in February 2006 as well as subsecuent application guidance, notes

and other relevant requlations (hereinafter referred to as the enterprise accounting rules).
The financial statements compiled by the Company completely conform to the requirements of accounting rules of

enterprise, reflecting the financial conditions on December 31, 2011, and operation achievements and cash flows in 2011
truly and completely.

I'V. Important accounting policies and accounting estimales

The information stated in the financial statements of the Company in 2011 are complied on the basis of following

significant accounting policies and estimate established according to enterprise accounting rules.
(T). Accounting period

The accounting year of the Company is calendar year, namely from January 1 to December 31 every year.
(IT). Accounting standard money

The accounting standard money of the Company and the money used in the financial statements are RMB. Unless

otherwise specified, take RMB as monetary unit.
(IIT) Accounting basis and pricing principle

The financial accounting of the Company is based on the accrual basis. The historical cost is adopted as the pricing
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principle. If the assets devalue, the corresponding devaluation reserve should be withdrawn according to relevant

requlations.

(IV) Translation of foreign currency transactions

No transaction of foreign currency translation.
(V) Recognition criteria of cash and cash equivalent

The term “cash equivalent” 1efers to short-term (generally referring to the term matured within 3 months since
purchase date) and high licquidity investment that are readily convertible to known amounts of cash and subjected to an
insignificant risk of change in value, which are held by the Company and include due from Central Bank (excluding legal
reserves from Central Bank), amount due from banks (excluding fixed deposits that are overdue and whose deposit periods
exceed 3 months) and borrowings from banks and financial corporations (excluding borrowings from banks and financial
corporations that are overdue and whose contract periods exceed 3 months), short-term bond investment whose periods
between purchase date and maturity date are within 3 months and buying back the sale of amounts whose periods are
within 3 months.

(VI) Accounting methods of financial assets and financial liabilities

1. Classifications of financial assets and financial liabilities

According to the purposes of acquiring financial assets and assuming financial liabilities, the executives classified
financial assets and financial liabilities into the below categories: financial assets or financial liabilities measured as per
the fair value and whose change is included in the profits and losses of the current period; held-to-maturity investment;

loans and receivables; saleable financial assets; other financial liabilities etc..
2. Recognition and measurement methods of financial assets and financial liabilities

(1) Financial assets (financial liabilities) measured as per the fair value and whose change should be included in the

profits and losses of the current period

When acquiring such assets, the fair value (deducting cash dividends that are declared but not issued or bond
interest that reached interest payment period but not collected) should be taken as initial recognition amount, and related

transaction costs should be included in the profits and losses of the current period.

During the holding period, the acquired interest or cash dividends should be recognized as the investment incomes

and the fair value change should be included in the profits and losses of the current period at the end of this period.

When disposing of such assets, the difference between the fair values and initial amounts being entered into the
account book should be recognized as the investment incomes and the fair value change should be adjusted

simultaneously.
(2) Held-to-maturity investment

When acquiring such investment, the sum of the fair value (deducting bond interest that reached interest payment

period but not collected) and related transaction costs should be taken as initial recognition amount.

During the holding period, the income from interest should be calculated based on amortized cost and real interest
rate (based on coupon rate if there is small difference between real interest rate and coupon rate) and recognized before
being included in the investment income. The real interest rate should be determined when being acquired and remain

unchanged during this expected duration or applicable shorter duration.

When disposing of such investment, the difference between the acquired payment and the book value of such

investment should be included in the investment income.
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(3) Loans and receivables

“Loans and receivables” refers to the non-derivative financial assets for which there is no quoted price in the
active market and of which the recoverable amount is fixed or determinable. “Discount” refers to the amount involved

when transacting discount business with the clients or other financial institutions holding undue commercial drafts.

The Company issues loans according to current market conditions and takes them as initial recognition amount
according to the sum of its principal and related transaction costs. Note discount should be entered into the account book

based on face value.

Income from interest confirmed during the holding period of the loans should be calculated based on real interest
rate which is determined when the loans are acquired and remains unchanged during the expected duration of such loans
or applicable shorter duration. The income from interest should be calculated based on contract interest rate when there is
smaller difference between real interest rate and contract interest rate. During the discount business, the income from
discount interest should be calculated and confirmed based on the time of alienating the right to use the fund and

applicable interest rates before being included in the profits and losses of individual related periods.

When recovering or disposing of the loans and receivables, the difference between the acquired payment and the

book value of receivables for such loans should be included in the profits and losses of the current period.
(4) Saleable financial assets

When accuiring such assets, the sum of the fair value (deducting cash dividends that are declared but not issued or
bond interest that reached interest payment date but not collected) and related transaction costs should be taken as initial

confirmation amount.

During the holding period, the acquired interests or cash dividends should be confirmed as the investment income.
At the end of the period, such assets should be measured as per the fair value and the fair value change should be

included in the capital reserves (other capital reserves).

When disposing of such assets, the difference between the acquired payment and the book value of such financial
assets should be included in the profits and losses on the investment; moreover, the accumulative amount of the fair value
change directly recorded in the owner's equities before which is corresponding to the disposed portion should be

transferred out and included in the profits and losses on the investment.
(5) Other financial liabilities

The sum of the fair value and related transaction costs should be taken as initial confirmation amount. Subsecuent

measurement should be conducted using the amortized cost.
3. Confirmation basis and measurement methods for transfer of financial assets

When the transfer of financial assets is occurred in the Company, for instance, the Company has transferred nearly
all of the risks and rewards related to the ownership of the financial asset to the transferee, it should stop recognizing the
financial asset. If it retained nearly all of the risks and rewards related to the ownership of the financial asset, it should not

stop recognizing the financial asset.

Substance over form principle should be adopted when judging whether transfer of financial asset satisfies the above
conditions for terminating the confirmation of the financial asset. The Company should differentiate the transfer of a

financial asset into the entire transfer and the partial transfer of financial asset

If the entire transfer of financial asset satisfies the conditions for stopping the recognition, the difference between the

amounts of the following 2 items shall be recorded in the profits and losses of the current period:
(1) The book value of the transferred financial asset;

(2) The sum of consideration received from the transfer, and the accumulative amount of the fair value change
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directly recorded in the owner's equities before (in the event that the financial asset involved in the transfer is a saleable

financial asset).

If the partial transfer of financial asset satisfies the conditions for stopping the recognition, the entire book value of
the transferred financial asset should, between the portion whose recognition has been stopped and the portion whose
recognition has not been stopped, be apportioned according to their respective relative fair value, and the difference

between the amounts of the following 2 items shall be included into the profits and losses of the current period:
(1) The book value of the portion whose recognition has been stopped,;

(2) The sum of consideration of the portion whose recognition has been stopped, and the portion of the accumulative
amount of the fair value change directly recorded in the owner's equities before which is corresponding to the portion
whose recognition has been stopped (in the event that the financial asset involved in the transfer is a saleable financial

asset).

If the transfer of financial asset does not satisfy the conditions for stopping the recognition, it is required to continue

to recognize the financial asset and recognize the consideration received as a financial liability.
4. Methods for recognizing the fair value of financial assets and financial liabilities

The Company adopts financial assets and financial liabilities measured as per the fair value by referring to the
quotation in the active market.

5.Devaluation of financial assets

Expect for the financial assets measured as per the fair value and their change included in the profits and losses of
the current period, the Company inspects the book value of other financial assets on the date of balance sheet, proves that
one financial asset devaluated with objective evidence, and should withdraw the devaluation reserve. The objective
evidence of devaluation of financial assets indicates the event that the financial asset actually influences its forecast cash

flow after initial confirmation and the enterprise can measure the influence reliably.
(1! Financial assets measured as per the amortized cost

If there is objective evidence to prove the devaluation of one financial asset, then its book value should be decreased
to the cash equivalent to the expected cash flow (exc. the future credit loss that has not occurred), and the decreased value

included in the profits and losses of the current period.

After it is confirmed that the financial asset measured as per amortized cost devaluates, if there is objective evidence
to prove that the its value has resumed due to the event after such loss occurs, then the devaluation loss confirmed before
should be retuned, and included in the profits and closes of the current period. However, the returned book value should
not exceed the amortized cost of this financial asset on the return rate under the condition that no devaluation reserve is

withdrawn.
(2) Saleable financial assets

If the fair value of saleable financial asset decreased substantially at the end of the period, or if such downtrend was
expected to be non-transient based on an overall consideration of various related factors, the fair value should be
confirmed as devalued, the aggregated loss formed due to the decrease in the fair value which is directly recorded in
owner’ s equities before should be transferred out together with the fair value and the devaluation loss should be

recognized.

(VII). Classification methods for loans
(1) Classification basis for short-term, medium-term and long-term loans

Based on the granting period of the loan, the loan shall be short-term loan when its period is within one year
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(including one year), while the loan shall be medium-term/long-term loan when its period is greater than one year.
(2) Classification of five-level loans

Based on the risk (namely, the loan risk classification method), the loan is classified into normal loan, special-

mentioned loan, subprime loan, doubtful loan and loss loan, of which, the later three are bad loans.

Normal loan the borrower can perform the contract, and he/she is not justified in failure to repay all the loan
principal and interest on time. Special-mentioned loan though the borrower is capable of repaying the loan principal and
interest at present, there are some adverse factors affecting the repayment. Subprime loan the borrower has obvious
problem in the loan repayment capability and cannot repay all the loan principal and interest by its normal income from
operations. A certain loss may be caused even the guarantee is activated, Doubtful loan the borrower cannot repay all the
loan principal and interest and must cause a heavy loss even the guarantee is activated. Loss loan though all the possible
measures or all the legal procedures are taken, the loan principal and interest cannot be recovered or only a few of loan

principal and interest can be recovered.
(VIII). Accounting method of long-term investment on stocks

The long-term imvestment on stocks mean those that have no overriding or significant influence on the invested
party, and have no price on the active market and whose fair value cannot be measured reliably, for which, the Company

adopts the cost evaluation method.

If the cost method is adopted, the long-term investment on stocks should be priced as per the initial investment cost;
the current investment income should be determined by the actual investment payment or the cash dividends or profits
included in the consideration that are declared but not issued, and the cash dividends or profits declared by the invested

party; moreover, this investment should be checked for devaluation as per the relevant asset devaluation policy.

To dispose the long-term investment on stocks, the difference between the book value and the actually acquired

price should be included in the profits and losses of the current period.

(IX). Valuation and depreciation policy of fixed assets

1. The term “ fixed assets” refers to the tangible assets which are held for the sake of producing commodities,
rendering labor service, renting or operation and management and whose useful life is in excess of one fiscal year No

fixed asset may be recognized unless it simultaneously meets the conditions as follows:
1) The economic benefit relating to this fixed asset is possible to flow into enterprise;
2 The cost of this fixed asset can be measured reliably.

2. Valuation of fixed assets: the fixed assets when acquirement shall be valuated as per its actual cost; if the payment
for a fixed asset is delayed beyond the normal credit condition and is of financing nature in effect, the cost of the fixed

asset shall be determined on the basis of the present value of the payment.

3. Depreciation of fixed assets: the depreciation shall be calculated as per straight-line method, and the depreciation
rate shall be determined according to the category, estimated economic service life and expected salvage value of the fixed

asset. The details are as follows:

Category Service life  E . s:a%drgteet Annual depreciation rate
Houses and buildings Not less than 20 years 5%  Within 4.75% (inc. 4.75%)
Machines, machinery and other devices Not less than 10 years 5%, Within 9.50% (inc. 9.50% )
Electronic ecquipment, transpo1t means, tools, Not less than 5 years 5%, Within 19.0% (inc. 19.0%)

apparatus and furniture relating to production
and business
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(X) Construction in progress

The construction in process shall be entered into the account book as per its expenditure used before the asset is
constructed to reach to its usable standard. The constructed fixed assets, which have reached to the usable standards as
defined but have not been subject to completion settlement, shall be accounted through transforming them into fixed
assets by the estimated value, according to the project budget, construction cost or actual cost, since the date on which the
defined use is available, The depreciation policy of fixed asset of this company shall be followed for the deduction of the
depreciation of the fixed asset. After the completion settlement is finished, the estimated value shall be readjusted as per
actual cost, but the deducted depreciation shall not be readjusted.

The borrowing interest of the project shall be counted into the cost of construction in process before the fixed asset
reaches to its usable standard and into the profit and loss of the current period after the fixed asset reaches to its usable
standard.

(XI)Intangible assets and amortization

Valuating method: it is generally valuated as per actual cost. If the payment for an intangible asset is delayed
beyond the normal credit condition and is of financing nature in effect, the cost of the intangible asset shall be determined

on the basis of the present value of the payment.

Amortizing method and service life: if the economic benefit brought by the intangible asset for an enterprise cannot
be forecast, the intangible asset shall be deemed as the intangible asset with uncertain service life and cannot be

amorttized.

The intangible asset with limited service life shall be amortized as per straight-line method within the period during
which it can bring economic benefit for the enterprise, that is to say, it shall be amortized averagely within its valid service

since the date on which it is used. The valid service life shall be determined based on the following principles:

(1) It is determined by the legal valid operating period and terms of benefit specified in law, contract or the

Company’ s application, if they are stated in law and contract or the Company’ s application respectively;

(2) It is determined by terms of benefit specified in contract or the Company’ s application, if the valid operating

period is not stated in law, while the terms of benefit is stated in contract orthe Company’ s application;

(3) It is determined by the Company’ s expected terms of benefit, if the operating period and terms of benefit are not

stated in law, contract or the Company’ s application;

(4) It shall be amortized not less than 10 years, if the term of benefit is difficult to be expected.

(XII). Long-term deferred expenses and its amortization

The decoration cost of the business room shall be entered into the account book as per its actually-incurred amount
and since the date on which it is used, shall be averagely amortized within actual leasing period or expected service life,

whichever is lower.

The leasing cost shall be averagely amorttized as per actual leasing period.

(XIII). Methods of income confirmation
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1. Income from interest

(D) Income of interest on loan

To calculate the interest of various loans by accrual basis since the interest balance day, the receivable interest,
which is not received overdue within 90 days (excluding 90 days), shall be calculated into current profits and losses; as to
the interest on loan overdue 90 days (excluding 90 days), the receivable interest, which is not received, shall not
calculated into current profits and losses no matter what the loan overdue or not, and it shall be calculated out of the
statements, and shall be calculated into profits and losses when received.

If the receivable interest, which is not received, has been brought into profits and losses, the relevant interest

reduction shall be made after its principal of a loan or receivable interest is delayed for 90 days (exc. 90 days).

@) Income from discount interest

When the discount business is incurred, the difference between the maturity value of discounted bill and the amount
paid to discount applicant shall be accounted as the income from discount interest. The income from discount interest
shall be confirmed as per accounting on the accrual basis.

2. Revenues from transactions with financial institutions

The income from the interest of current account between this company and other financial institutions shall be
accounted and, when the income is received actually or the voucher claiming for this income is obtained, shall be counted
into the profit and loss of the current period.

3. Income from handling charges

The income from the interest of current account between this company and other financial institutions shall be
accounted and, when the income is received actually or the voucher claiming for this income is obtained, shall be counted

into the profit and loss of the current period.

4. Income from other operations

The income other than those from loan, investment, settlement, foreign currency, current account of financial
institutions and authorized business shall be accounted and, when the income is received actually or the voucher claiming

for this income is obtained, shall be counted into the profit and loss of the current period.

(XIV). Profit distribution sequence

(1) Cover losses of previous years;

(2) Withdraw legal surplus reserve: the legal surplus reserves shall be withdrawn as per 10% of profit after tax,
while other surplus reserves shall be subject to the decision of Board of Directors;

(3) Withdraw general reserves;

(4) Distribute dividends to shareholders.
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V. Change of accounting policy and accounting estimation and description of error modification

None

VI. Notes to significant items of accounting statement

With the exception of the item with special date note, the balance at end of period stated in the balance sheet

indicates the balance on December 31, 2011, and the balance at beginning of period indicates the balance on January 1,

2011; the amount of this period stated in the profit and loss statement and cash flow statement indicates the amount from

January to December 2011, while the amount of last period indicates the amount from January to December 2010; the

monetary unit should be RMB Yuan unless otherwise stipulated.

(I) Cash and due from the Central Bank

Items

Balance at end of period

Balance at beginning of period

Cash in treasury

Reserves deposited of Central Bank

Financial deposits appropriated of Central Bank

Total

588,245 ,252.05
11,731,904,329.13
55,804,000.00

12,375,953,581.18

347,360,078.69
9,631,283,792.47
140,998,000.00

10,119,641,871.16

(IT) Due from banks

Items

Balance at end of period

Balance at beginning of period

Amount from liquidation of due from banks
General amount of due from banks
Bad debt reserves of due from banks in China

Total

18,779,140.24
33,500,082.20
-60,831.12

52,218,391.32

31,252,652.66
2,193,306.46
-60,831.12

33,385,128.00

(ITI) Tradable financial assets

Items

Balance at end of period

Balance at beginning of period

National Bond

Central bank bill

Financial bond

Other

Total

1,974,366,410.20
2,175,515,357.40

4,149,881,767.60

823,410,092.00
1,132,207,100.00
1,865,623,255.30
2,250,458,877.60

6,071,699,324.90
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(TV)Redemptory monetary capital for sale
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Items

Balance at end of period

Balance at beginning of period

Negotiable securities
Bills

Total

0.00

0.00

0.00

300,000,000.00
731,933,625.51

1,031,933,625.51

(V)Interest receivable

Item

Balance at end of period

Balance at beginning of period

Loan interest receivable

Interest receivable from tradable financial assets
Interest receivable of buying back the sale of
Interest receivable of held-to-maturity investment
Interest receivable of financial assets available for
Other interest receivable

Subtotal

Less: depreciation reserve

Book value

868,671.20
73,108,638.26
0
120,387,141.77
29,011,455.77
19,361,940.21
242,737,847.21
19,649,361.57

223,088,485.64

425,992.04
102,870,354.08
3,926,749.98
62,5617,921.35
8,289,247.17
19,361,940.21
197,392,204.83
19,649,361.57

177,742,843.26

(VI)Granting of loan and imprest

1. Loan and imprest as per individual and enterprise distribution

Items

Balance at end of period

Balance at beginning of period

Individual loan and imprest
Housing loan
House refurbishing loan
Auto loan
Loan on production operations
Other
Corporate loan and imprest
Imprest
Discount asset
Other

Total loan and imprest
Less: Provision for loan loss

Book value of loan and imprest

8,424,625,591.36
3,167,159,917.77
476,440,654.18
1,889,914,881.65
2,633,726,100.65
257,384,037.11
28,980,629,084.63
24,748,407,719.49
4,232,221,360.14
5.00
37,405,254,675.99
687,770,218.46

36,717,484,457.53

4,945,118,314.39
1,729,076,669.96
340,156,030.64
1,163,819,056.84
1,535,887,867.64
176,178,689.31
21,854,750,970.70
17,652,402,010.92

4,202,348,959.78

26,799,869,285.09
581,200,218.46

26,218,669,066.63
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2. Loan and imprest as per industry distribution (unit: 10,000 Yuan, %)
Item Balance at end of period Balance at beginning of period
Profession Amount Proportion Amount Proportion
Unit: 2,898,062.91 77.48% 2,185475.10 81.55%
Farming, Forestry; Animal Hushandry and Fishery Trichustries 53,647.00 1.43% 32,170.00 1.20%
Mining industry 62,250.00 1.66% 41,450.00 1.55%
Manufacturing 766,384.28 20.49% 472,813.73 17.64%
Production and supply of electric power; fuel gas and water 57,720.00 1.54% 42,090.00 1.57%
Building trade 188,345.10 5.04% 82,384.52 3.07%
Transportation, warehousing and postal services 579,178.92 15.48% 33,650.00 1.26%
Information transmission, computer services and software industy ~ 63,807.00 1.71% 7,420.00 0.28%
Wholesale and retail 46,626.67 1.25% 311,468.41 11.62%
Lodging and catering industry 4,390.00 0.12% 26,930.00 1.00%
Finances - 0.00% 1,900.00 0.07%
Real estate industry 239,362.22 6.40% 168,051.82 6.27%
Lease and business affairs services 263,105.70 7.03% 86,734.00 3.24%
Sciertific tesearch, technical services and gedogical prospecting 4,570.00 0.12% 490 0.02%
e e R e S s e 0.48% 370,167.00 13.81%
Resident services and other services 1,930.00 0.05% 31,195.15 1.16%
Education 37,978.89 1.02% 48,772.22 1.82%
Health care, social security and social welfare 4,500.00 0.12% 4,300.00 0.16%
Culture, sports and entertainment 2,845.00 0.08% 2,400.00 0.09%
Public management and social organization 80,100.00 2.14% 853.35 0.03%
Other industries 423,222.14 11.31% 420,234.90 15.68%
Individual loan: 842,462.56 22.52% 494,511.83 18.45%
Housing loan 316,715.99 8.47% 172,907.51 6.45%
Individual other loans 6,737.17 0.18% 3,065.84 0.11%
Employees ‘ loan within the bank 13,061.24 0.35% 11,234.04 0.42%
Auto loan 188,991.49 5.05% 116,381.93 4.34%
Loan on production 263,372.61 7.04% 153,588.79 5.73%
Small loan of laid-off and unemployment 5,940.00 0.16% 3,318.00 0.12%
House refurbishing loan 47,644.06 1.27% 34,015.72 1.27%
Total 3,740,525.47 100.00% 2,679,986.93 100.00%
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3. Loan and imprest as per the distribution of guarantee mode
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Item

Balance at end of period

Balance at beginning of period

Credit loan

Loan on guarantee
Loan with guaranty
Inc.: loan on mortgage
Hypothecated loan
Discount asset

Total loan and imprest

Less: Provision for loan loss

Book value of loan and imprest

491,000,000.00
15,154,749,810.51
17,527,283,500.34
12,357,693,396.46
5,169,590,103.88
4,232,221,360.14
37,405,254,675.99
687,770,218.46
36,717,484 ,457.53

603,490,000.00
12,173,612,323.52
9,820,418,001.79
8,160,944 651.79
1,659,473,350.00
4,202,348,959.78
26,799,869,285.09
581,200,218.46

26,218,669,066.63

4.0Overdue loan

Balance at end of period

Item

Loan on
credit

Loan on
guarantee

Loan with
guaranty

Inc.:
mortgage loan loan

Total

Overdue by | day~90 days
{including 0 days)

E?ncfdélmg%gg gg S~350 days

Overdue b%SSO days ~ 3 years
{including 3 years)

Overdue by more than 3 years

Total

12,129,883.44
2,160,000.00
160,000.00
30,224,302.00

44,674,185.44

13,220,000.00

42,720,000.00
49,887,123.00
105,827,123.00

13,220,000.00 -

42,720,000.00 -
49,887,123.00 =

105,827,123.00 5

25,349,883.44
5 2,160,000.00
42,880,000.00
80,111,425.00
150,501,308.44

Balance at beginning of period

1L L ith Inc.:
Item Logglegili gua(:'gllllt%g g‘;)gililr‘avrity mortgage ltl)lgn Pl?ggg Total
Overdueb 1 day~90 days - 20,019,910.54 1,195,901.96 1,195,901.96 - 21,215,812.50
{incl udmgg(} days)
Overdue by 90 days 360 days - 5,954,386.06 5,954,386.06 = 5,954,386.06

{including 360 days

Overdue b%360 days ~ 3 years
{including 3 years)

Overdue by more than 3 years

Total

1,000,100.00
44 337,903.00

65,357,913.54

84,106,308.36
5,827,523.00

97,084,119.38

84,106,308.36 =
5,827,523.00 5

97,084,119.38 5

85,106,408.36
50,165,426.00
162,442,032.92
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(VIT)Financial assets available for sale

Item Balance at end of period Balance at beginning of period

Balance at beginning of period

Inc.: Governmental bond

Financial bond 1,402,918,954.80 959,450,696.70

278,957,850.00 0.00

Central bank bill

117,873,850.20 445,019,606.70

Other Balance at beginning of period

Subtotal 1,799,750,655.00 1,404,470,303.40

Equity investment

Total of financial assets available for sale 1,799,750,655.00 1,404,470,303.40

Less: devaluation of financial assets available for sale

1,799,750,655.00 1,404,470,303.40

Total

(VIII)Held-to-maturity investment

Item Balance at end of period

6,747,496,601.45

Balance at beginning of period

4,690,117,136.83

Balance at beginning of period

Inc.: Governmental bond

Financial bond

Other

2,480,670,186.60
4,266,826,414.85

7,478,950,909.44

835,454,649.98
3,854,662,486.84

1,718,148,295.56

14,226,447,510.89 6,408,265,432.38

Total

(IX)Long-term investment on stocks

Name of unit invested Original investment Share Balance af Balane atbeginn_ing

amount proportion end of period of perio
Zhengzhou Zhongmou Zhongman Alumiriam Product Factory 950,000.00 950,000.00
China UnionPay Investment 8,000,000.00 s IR 8,000,000.00
Capital Settlement Center of Urban Commercial Bank 400,000.00 2.22% 400,000.00 400,000.00
Zhongmou Zhengyin Township Bank Co., Ltd 20,000,000.00 20% 20,000,000.00 10,000,000.00
Xinmi Zhengyin Township Bank Co., Ltd 20,000,000.00 20% 20.000,000.00 20,000,000.00
Yanling Zhengyin Township Bank Co., Ltd 18,000,000.00 30% 18,000,000.00

Less: depreciation reserve

Total

39,350,000.00

66,400,000.00

950,000.00

38,400,000.00
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(X)Fixed assets

1. Classification

Item

Balance at end of period

Balance at beginning of period

Fixed assets
Construction in process
Liquidation of fixed assets

Less: accumulated depreciation

Devaluation reserve for fixed assets

Total

951,470,506.67
0.00
33,715,876.59
240,750,127.58
4,663,434.43

739,772,821.25

869,852,394.07
0.00
33,715,876.59
194,529,327.39
4,347,910.07

704,691,033.20

2.Increase and decrease in fixed assets

Balance at beginning

Increase in

Decrease in Balance at end

Item of period this year this year of period
Original value of fixed assets 869,852,394.07 83590832.96 1972720.36  951,470,506.67
House and building 672,080,499.75 20585392.38 692,665,892.13
Machinery equipments 139,320,069.98 45,237 557.60 1,201,069.10  183,356,558.48
Tools and apparatus 45,999,178.51 3,565,904.00 612,400.00 48,952,682.51
Transportation means 11,136,318.09 2328719.32 13,465,037.41
Other 1,316,327.74 11,873,259.66 159,251.26 13,030,336.14
Accumulated depreciation 194,529,327.39 48078270.78 1857470.59  240,750,127.58
House and building 98,617,539.97 17,245,787.82 115,863,327.79
Machinery equipments 66,072,581.65 26,518,002.12 1,131,752.61 91,458,831.16
Tools and apparatus 22,680,826.22 1824598.19 574429.56 23,930,994.85
Transportation means 6,168,041.80 1482875.69 7,650,917.49
Other 990,337.75 965500.39 151288.42 1,804,549.72
Fixed assels deprecialion reserves 3.582,352.75 3,582,352.75
House and building 932,954.97 932,954.97
Machinery equipments 1,893,311.12 1,893,311.12
Tools and apparatus 707,022.66 707,022.66
Transportation means -
Other 49,064.00 49,064.00
Book value of fixed assets 671,740,713.93 35,512,562.18 707.138,026.34
House and building 572,530,004.81 3,339,604.56 575,869,609.37
Machinery equipment 71,354,177.21 18,719,555.48 69,316.49 90,004,416.20
Tools and apparatus 22,611,329.63 1,741,305.81 37,970.44 24,314,665.00
Transportation means 4,968,276.29 845,843.63 5,814,119.92
Other 276,925.99 10,907,759.27 7,962.84 11,176,722.42
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(XT)Intangible assets

Balance at beginning Increase in Decrease in Balance at end

Item of period this year this year of period
Total of original costs 29,585,465.50 ; - 29,585,465.50
Land use right 29,385,465.50 29,385,465.50
Non-patent technology 200,000.00 200,000.00
Total of accumulated amortized amount 9,942,075.11 499,473.98 10,441,549.09
Land use right 9,840,408.44 479,473.98 10,319,882.42
Non-patent technology 101,666.67 20,000.00 121,666.67
Total of depreciation reserves 145,191.86 - 145,191.86
Land use right 145,191.86 145,191.86
Noun-patent technology

Total of book values 19,643,390.39 -644,665.84 = 18,998,724.55
Land use right 19,545,057.06 -624,665.84 = 18,920,391.22
Noun-patent technology 98,333.33 -20,000.00 o 78,333.33

(XII) Deferred income tax assets and liabilities

1. Deferred income tax assets

December 31, 2011

December 31, 2010

Ttem

Deductible temporary Deferred income

difference

tax asset

difference

Deductible temporary Deferred income

tax asset

Provision for possible loan loss

313,717,671.75

78,429, 417.94

199,916,945.84

49,979,236.46

Eff‘gi‘{}gi‘f’r% ]:f'gli)gssest depreciation 60,831.12 15,207.78 60,831.12 15,207.78
Provision for Bad debt of interest 19,649,361.57 4,912,340.39 19 649 361.57 4912 340.39
receivable : : £ f : s
Provision for Bad debt of other 6,813,403.83 1,703,350.96 6,813,403.83 1,703,350.96
amount receivable - ! 4 :
Depreciation reseryes forlong-term 0.00 950,000.00 237,500.00
mvestment on stocks

Fixed assets depreciation reserves 4,663,434.43 1,165,858.61 4,347,910.07 1,086,977.52
Intangible assets depreciation reserves 145,191.86 36,297.97

Estimated lawsuit loss

Loss for fair value change of tradable

48,328,000.00

12,082,000.00

48,328,000.00

12,082,000.00

financial assets 0.00 0.00 0.00 0.00
Unrealized loss of saleable 0.00 0.00 0.00 0.00
financial assets ! ' ' '

Depreciation reserves of other assets 1,005,456.32 251,364.08 1,000,000.00 250,000.00

Total

394,383,350.88

98,595,837.72

281,066,452.43

70,266,613.11
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2. Deferred income tax liabilities

December 31, 2011 December 31, 2010

1t

em Taxable temporary Deferred income Taxable temporary Deferred income

difference tax liability difference tax liability

Revenue for fair value change 25,446,795.48 6,361,698.87 9,279,041.45 2,319,760.36
of tradable financial liabilities
Unrealized revenue of saleable 31,480,308.70 7,870,077.18 1,396,082.35 349,020.59
financial assets
Other 0.00 0.00 0.00 0.00
Total 56,927,104.18 14,231,776.05 10,675,123.80 2,668,780.95

Note 1: Deferred income tax assets and liabilities of the Company are listed as per the total amount;

Note 2: the Company carried out conversion of account assignments in the accounting statement according to Accounting Standard for
Business Enterprizes: Bagic Standard (Order No.33 of the Ministry of Finance of the People’ ¢ Republic of China) issued in February 2006
by the Minigtry of Finance and 38 specific standards (CK No. [2006]3 of the Ministry of Finance of the People’ & Republic of China)
(hereinafter called as New Accounting Standards) since 2008 and started to prepare the accounting statement as per New Accounting
Standards in this year; moreover, New Standards are used with original accounting systems, however, taxes payable method is adopted for
the income tax. Since 2010, the Company decided to fully recognize relevant timing difference and restated the accounting statement
during comparison.

(XIII)Other assets

Item

Balance at end
of this year

Balance at beginning

of this year

Other account receivable
Capital in vicarious

deferred expenses
Long-term deferred expenses
replacement assets
Licquidation of inter bank
Other assets

Subtotal

Less: depreciation reserves
Subtotal

Total

278,207,238.84
1,701,481,800.00
4,006,863.49

37,788,506.56

1,941,626.14
1,272,816.00
2,024,698,851.03
7,818,860.15
7,818,860.15

2,016,879,990.88

306,700,237.72
789,765,416.66
2,340,096.67
21,858,251.41
4,313,222,973.74
570,116.22
1,272,816.00
5,435,729,908.42
7,813,403.83
7,813,403.83

5,427,916,504.59
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Note:
1. Other receivables

Main creditors

2011

RFEFPORT

ANINIIAL

Account name

Balance at end of

Shangdu Company

Advance payment for real estate of Xinxiang Branch

Etffect payment of Henan Dayong Investment Development Co., Ltd
Advance payment for real estate in port zone

Advance payment for real estate of Youbei Branch

150,840,304.52
29,950,000.00
25,051,893.00
20,000,000.00

10,000,000.00

2. Long-term deferred expenses

Bal t beginni
Category alance aof etzgmnlng

Increase in

Decrease in Balance at end

is year this year this year of period

Modification expense for fixed assets 18,956,248.15 18,019,874.82 7,380,340.54 29,595,782.43

Lease expense 764,260.74 9,838,965.00 5,025,086.08 5,678,139.66

Other 2,137,742.52 1,143,000.00 666,158.05 2,214,584.47

Total 21,858,251.41 29,001,839.82 13,071,584.67 37,388,506.56
(XIV)Borrowing from the Central Bank

Item Balance at end of period Balance at beginning of period

Borrowing from the Central Bank 770,000,000.00
Again Discount asset

Total 770,000,000.00

570,000,000.00
-1,426,187.50

568,573,812.50

(XV)Due from banks and other financial institutions

Item Balance at end of period

Balance at beginning of period

liquidated inter-bank deposits 10,774,387.40

Ordinary inter-bank deposits 1,600,457,323.75

Total 1,611,231,711.15

161,324,281.97
998,836,684.97

1,160,160,966.94
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(XVI) Financial assets sold for repurchase
Item Balance at end of period Balance at beginning of period
Financial assets sold for repurchase 5,795,000,000.00 6,561,749,839.79
Inc.: bond 5,795,000,000.00 6,200,000,000.00
Bills 361,749,839.79
(XVII) Accepted money deposits
Item Balance at end of period Balance at beginning of period
Current deposit 27,193,904,667.42 24,925,984,885.45
Corporate call deposit 546,890,989.43 306,000,000.00
Fixed deposit 6,011,828,809.04 2,912,613,276.96

169,689,800.00

Financial capital to be settled 29,033,976.86 17,924,729.56
St el L 46,109,277.40 158,468,528.73
Current savings deposit 6,522,249,225.93 5,219,289,902.09
Personal call deposit 286,901,596.15 255,701,527.24
Fixed savings deposit 8,033,214,272.08 5,763,790,039.29
Guarantee fund 6,136,605,228.88 5,069,030,462.45
Total 54,976,427,843.19 44,628,803,351.77
(XVIII)Payroll payable
tem e T e
Salary 7,899,405.08 189,703,673.90 197,440,740.07 162,338.91
Welfare for workers and staff 9,800.00 26,520,428.14 26,510,303.14 19,925.00
Social insurance 0.00 39,219,483.31 39,219,483.31 0.00
Public accumulation fund for housing construction 0.00 14,001,424.00 14,001,424.00 0.00
Labor union expenditure 1,511,739.96 3,794,073.48 3,430,705.95 1,875,107.49
Expenditure for workers and staff education 27,456.57 4,742,591.85 4,496,678.27 273,370.15
Total 9,448,401.61 277,981,674.68 285,099,334.74 2,330,741.55
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(XIX) Taxes payable
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Tax category

Balance at end of period

Balance at beginning of period

Business tax

Urban construction tax
Education surcharges
House property tax
Land holding tax
Stamp duty

Personal income tax
Interest tax payable

Enterprise income tax

33,172,086.69
2,322,046.11
1,658,604.42
1,301,447.07
179,960.25
215,196.94
791,139.52
14,043.24

59,800,132.13

21,418,501.64
1,499,295.15
642,555.12
1,033,533.40
173,258.86
175,404.81
1,436,174.77
40,691.53

42,125,872.00

Total 99,454,656.37 68,545,287.28
(XX)Interest payable
Item Balance at end of period Balance at beginning of period

Fixed deposit interest payable

Fixed savings deposit interest payable

Interest of financial assets sold for repurchase

79,927,984.52
116,117,362.66

4,354,696.59

61,008,144.49
80,727,394.10

1,262,589.04

Total 200,400,043.77 142,998,127.63
(XXI) Other liabilities
Item Balance at end of period Balance at beginning of period

Profit/loss of properties to be settled
Dividends payable

Other account payable

Liabilities of agency business
Other agency businesses

Discount liabilities

Liquidation of inter bank business

Total

88,132.98
14,764,537.17
228,794,855.85
1,703,942,496.10
50,698,773.40

-1,966,199.91

1,996,320,995.59

110,035.31
14,821,141.55
220,119,504.18
790,061,401.75
53,644,327.59
-6,509,646.18
0.00

1,072,246,764.20
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Item

Balance at end of period

Balance at beginning of period

Account which is suspended for
a long term and not withdrawn

Other account payable
Total

58,038,505.77
170,756,350.08

228,794,855.85

40,211,100.15
179,908,404.03

220,119,504.18

2.Liabilities of agency business

Item

Balance at end of period

Balance at beginning of period

consigned deposit

Inc.: Corporate consigned deposit
Individual consigned deposit

consigned Investment deposit:

Inc.: principal99,960,000.00
Entrusted revenue

Total

1,603,056,032.00
1,363,404,012.00
239,652,020.00
100,886,464.10
99,960,000.00
926,464.10

1,703,942,496.10

740,126,312.00
672,014,312.00
68,112,000.00
49,935,089.75
49,890,000.00
45,089.75

790,061,401.75

3. Other agency businesses

ITtem

Balance at end of period

Balance at beginning of period

Expenses paid for another
Expenses collected for another
Self-help agency businesses
Other agency businesses

Total

4,253,683.85
2,210,717.93
42,479,221.96
1,755,149.66

50,698,773.40

8,552,763.82
7,096,192.87
36,985,450.91
1,008,919.99

53,644,327.59

(XXIT)Paid-in capital

Item of periog(all(i)i,l(l)f]eﬂi%u?:]l pl‘op(?l!iiﬂ(:lel Bal?;:;'?oi:it[?[e), i(Ill(;li\lflu%u?]f propgl}'iia(:rel
Capital of legal entity 388,281.18 98.5% 137,481.18 95.88%
Capital of individual 5912.01 1.5% 5912.01 4.12%
Total 394,193.19 100.00% 143,393.19 100.00%
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(XXIII)Capital reserve
Other Capital reserve
Ttem Share premium . . Total
Property revaluation Fair value Oth
appreciation change e
Balance at beginning of 8,850,427.35 55,823,608.48 65721,187.60
Increase in this year 35,653,426.26 31,480,308.70 67,133,734.96

Decrease in this year

Balance at end of period 35653426.26 8850427.35

8,917,138.95

55823698.48 123,937,783.62

(XXIV) Surplus reserve

Ttem Balance at beginnin Increase in Decrease in Balance at end

of perio this year of period
Legal surplus reserve 172,966,488.86 95,776,895.00 1,544,089.40 267,199,294.46
Other Legal surplus reserve 48,197,397.79 48,197,397.79
Total 221,163,886.65 95,776,895.00 1,544,089.40 315,396,692.25

Note: the legal surplus reserve is decreased to the decreazed amount adjusted to the profits and losses of previous year.

(XXV)General risk reserves

Balance at beginning Increase in this year Decrease in this year Balance at end
of period of period
396,415,217.27 156,785,227.82 553,200,445.09

(XXVT) Undistributed profit

Items

Amount

Amount at end of last year
Add: adjustment of undistributed profits at beginning of the year
Inc.: Change of accounting policy
Severe accounting error
Other adjustment factor
Amount at beginning of this year
Increase in this year
Inc.: amount transferred from net profits of this year
Other increase
Decrease in this year
Inc.: surplus reserves withdrawn in this year
Withdrawal of general risk reserves
Cash dividends distributed in this year
Stock dividends distributed in this year
Other decrease
Amount at end of this year

Inc.: cash dividends approved by the Board of Directors

655,969,612.34

655,969,612.34
942,328,056.01

942, 328,056.01

251,018,033.42

94,232,805.60

156,785,227.82

1,347,279,634.93
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(XXVII)Net income from interest

> ® o

Item

Amount incurred
in this period

Amountincurred
of last period

Compared with same
periodlast year,
increase/ decrease (%)

-Income from interest
-Due from bank
-Due from the Central Bank
-Granting of loan and imprest

Inc.: loan and imprest
-Buying back the sale of financial assets
-Income from discount interest transferred

Expenditure for interest

-Expenditure for loan interest of central bank

-Borrowings from banks
-Accepted money deposits
-Financial assets sold for repurchase

-Issue bond

-Expenditure for discount interest transferred

-Again expenditure for discount interest transferred

Net income from interest

2,616,914,197.22
1,176,749.35
141,371,087.08
2,077,093,764.74
2,077,093,764.74
7,289,240.04
389,983,356.01
1,028,514,108.59
4,875,000.01
56,222,938.97
586,545,309.76
255,424,229.69
44,850,000.00
78,666,519.10
1,930,111.06

1,588,400,088.63

1,568,494,501.64
3,943,276.30
91,106,961.11
1,261,262,214.83
1,261,262,214.83
21,864,363.04
190,317,686.36

524,661,105.67

29,388,398.06
345,003,037.12
78,548,480.02
44 850,000.00
26,846,065.47
25,125.00

1,043,833,395.97

66.84%
-70.16%
55.17%
64.68%
64.68%
-66.66%
104.91%
96.03%

91.31%
70.01%
225.18%
0.00%
193.03%
7582.03%
52.17%

(XXVIII)Net income from handling charges and commission fee

Item

Amount incurred
in this period

Amount incurred
of last period

Compared with same
periodlast year,
increase/ decrease (%)

Income from handling charges and
commission fee

-Handling chaiges of settlement
and liquidation

-Handling chaiges of agency business

-Handling charges and commission fee
of guarantee business

-Handling charges of bank card

-Consultancy fee

-Income from handling charges of
commission business

-Income from handling charges of
securities purchase/s

-Other

Expenditure for handling charges and
commission fee

-Expenditure for handling charges

-Expenditure for commission fee

Net income from handling charges and
e

55,822,652.11
4,139,946.37
18,726,333.59
6,317,821.97
16,763,672.89
1,817,287.33
1,338,175.00
5,870,000.00
849,414.96
11,785,642.36

11,785,642.36

44,037,009.75

42,345,026.96
4,004,768.37
14,586,579.01
5,296,533.69
12,089,487.19
776,349.34
924,760.10
2,550,005.00
2,116,544.26
17,860,236.54

17,860,236.54

24,484,790.42

31.83%
3.38%
28.38%
19.28%
38.66%
134.08%
44.71%
130.20%
-59.87%
-34.01%

-34.01%

79.85%
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(XXIX)Investment yields
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Item

Amount incurred
in this period

Amount incurred
of last period

Financial assets measured as

er the fair value and whose change

is recorded in the profits and losses of the current period

90,715,086.81

Inc.: (1) financial assets designated as the financial assets measured
as per the fair value and whose change is recorded in the profits and

losses of the current period

(2) Tradable financial assets

Investment of saleable financial assets

Held-to-maturity investment

Bonus income of long-term investment on stocks

Total

90,715,086.81

34,281,277.91

366,800,933.03

1,224,000.00

493,021,297.75

121,546,624.46

0.00

121,546,624.46

36,581,572.21

194,763,184.73

216,000.00

353,107,381.40

(XXX)Income from other operations

Ttem

Amount incurred
in this period

Amountincurred
of last period

Other income

62,193,630.15

54,849,797.41

Note: other operating income mainly consists of the income from other assets.

(XXXI)Operating expenses

Ttem

Amount incurred
in this period

Amount incurred
of last period

Compared with same period
last year, increase/
decrease (%)

Business publicity expenses

Business reception expenses

Business and administration expense

Supervision expense

Expense for fixed assets depreciation

Total

71,603,913.43
20,361,709.11
555,333,807.23
4,209,535.22
48,078,270.78

699,587,235.77

SaNE3 N0
14,071,787.68
429,026,751.28
3,558,152.60
24,007,285.87

526,401,194.63

28.47%
44.70%
29.44%
18.31%
100.27%

32.90%

(XXXII)Asset depreciation loss

Ttem

Amount incurred
in this period

Amount incurred
of last period

Compared with same period
last year, increase/
decrease (%)

Asset depreciation loss

Inc.: loan loss

106,956,172.54

106,490,000.00

47,521,455.16

32,000,000.00

125.07%

232.78%
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6,793,268.96

7,135,454.90

48,675.33

(XXXIII)Non-operating income

6,688.62

LA

al?

286,822.00

4l
et

Item

Amount incurred
in this period

Amount incurred
of last period

Compared with same period
last year, increase/
decrease (%)

Income from penalty

Income from asset disposal
Cashier rest incomes
Donation incomes

Other non-operating incomes

Total

286,822.00
6,688.62

48,675.33

6,793,268.95

7,135,454.90

311,324.00
16,237,529.08
27,368.77
24,500.00
40,978,752.22
57,579,474.07

-7.87%
-99.96%

77.85%

-83.42%

-87.61%

(XXXIV)Non-operating expenditure

Item

Amount incurred
in this period

Amountincurred
of last period

Compared with same period
last year, increase/
decrease (%)

Loss of asset disposal

Loss of short-term money received and paid out
Estimated lawsuit loss

Other non-operating expenditures
Expenditure from penalty

Expenditure from donation

Total

90,850.39

23,119,379.48
4,066.88
34,100,000.00

57,314,296.75

141,760.94

48,328,000.00
1,476,500.00
45,232.78
500,000.00

50,491,493.72

-61.98%
-100.00%
0

-8.85%

0

0
2432.19%
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(XXXV)Cash flow of adjusting net profit into operating activity

1. Cash flow of adjusting net profit into operating activity

Amount of
this year

Amount of
last year

Net profits

Add: Provision for asset depreciation

Fixed assets depreciation, oil/gas consumption, productive biologfic asset depreciation

Amortization of intangible assets

Amortization of long-term fees to be apportioned

Loss of disposal of fixed assets, intangible assets

and other long-term assets (income indicated by “-")

Loss of fixed asset retirement (income indicated by “-” )
& B ” )

Loss of fair value change (income indicated by

Financial expense (income indicated by “-” )

Investment loss (income indicated by “-7 )
Decrease of deferred income tax asset (increase indicated by “-")
" i ” )

Increase of deferred income tax liability (decrease indicated by

Decrease of inventory (increase indicated by “-” )

Decrease of operational item receivahble (increase indicated by “-” )
Increase of operational item payable (decrease indicated by “-” )
Other

Net cash flow from operating activities

2. Important investment and financing activities not involved with cash flow:

933,481,663.86

122,557,627.70

46,220,800.19

499,473.98

-15,930,255.15

-16,167,754.03

-493,021,297.75

-70,266,613.11

2,668,780.96

31,977,069.70

73,455,188.50

2,606,448,442.41

3,221,923,127.26

683,224,177.94

45,623,450.77

15,464,042.02

499, 473.96

-5,760,378.99

-353,107,381.40

47,150,723.87

95,328,089.10

4,081,088,242.86

4,609,510,440.13

Transtfer debt into capital
Transterable company bond matured within one year
Fixed assets under operating lease

3. Net change of cash and cash equivalent

Cash balance at end of period

Less: Cash balance at beginning of period

Add: Cash equivalent balance at end of period

Less: Cash equivalent balance at beginning of period

Net increase amount of cash and

2,947,867,205.95

3,169,579,453.70

-221,712,247.75

3,169,579,453.70

2,501,561,482.25

668,017,971.45
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(XXXVI)Cash and cash equivalent
Items Amount of this year Amount of last year
I. Cash 2,947,867,205.95 3,169,579,453.70
Inc.: Cash in treasury 588,245,252.05 347,360,078.69
Bank deposit for payment at any moment 0.00 0.00
Other monetary fund for payment at any moment 0.00 0.00
Deposit in Central Bank for payment 2,307,342,731.46 2,788,773,415.89
Due from banks 52,279,222.44 33,445,959.12
Borrowings from banks 0.00 0.00
I1. Cash equivalent 0.00 0.00
Inc.: Bond investment matured within 3 months 0.00 0.00
II1. Balance of cash and cash equivalent at end of period 2,947,867,205.95 3,169,579,453.70
Inc.: Cash and cash equivalent with their use limited in parent company or group compary 0.00 0.00

VII. Relationship and trade with related party
(1) Relationship of related party

Shareholder whose share proportion is greater than 5%

S/N Shareholder” s name sﬁirir:'g:llllteﬁg LIy prop(?#iagg
1 Zhengzhou Municipal Financial Bureau 495,904,755 Administrative organ 12.58%
2 Yutai International (Henan) Real Estate Development Co., Ltd 262,000,000 Private enterprise 6.65%
3 Henan Xingye Real Estate Development Co., Ltd 250,000,000 Private enterprise 6.34%
4 Zhengzhou Investment Holding Co., Ltd 234,800,000 State-owned enterprise 5.96%
5 Henan Chendong Real Estate Co., Ltd 226,000,000 Private enterprise 5.73%
6 Zhongyuan Trust & Investment Co., Ltd 205,000,000 State-owned holding 5.20%

(IT) Trade with related party and amount

The trades between this Company and the related parts are performed according to the general commercial terms
and conditions and the normal business procedure. The pricing principle is uniform with that for the independent third
party. As of December 31, 2011, the shareholder whose share proportion is not less than 5% had no loan balance in this
Company.

VIII. Contingent items, commitments and other off-balance sheet items

(I) Ofi-balance sheet items
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T e Balance at end Balance at beginning

of period of this year
Issuance of letter of guarantee 94,182,354.80 109,125,762.23
Bank acceptance 6,172,106,764.68 5,889,594,174.90
Total 6,266,289,119.48 5,998,719,937.13

(II) Circumstances of Lawsuit

As of December 31, 2011, the Company as defendant had been involved in 8 pending lawsuits above RMB 1,000,000
Yuan for each, with estimated losses of RMB 48,328,000 Yuan. However, the directors and the executives considered that
the final decision and execution result of such events will not cause significant influence on the financial conditions or

operation achievements of the Company after estimated pending lawsuit losses.

IX. Description of important matters

(I) In this year, the Company has increased the capital and shares, and the paid-in capital of 2,508 million Yuan has
been added, which has been verified by Henan Chenghe Certified Public Accountants, and registered in the industrial and
commercial administration.

(II) According to the spirit of ZZH[2005]No.71 document issued by the People’ s Government of Zhengzhou City,
the State-owned Assets Supervision and Administration Commission of the People’ s Government of Zhengzhou City
transferred the total assets of RMB 6,282.14 million Yuan of Zhengzhou International Exhibition Center and the Yellow
River Scenic Area of Zhengzhou to Zhengzhou Shangdu Assets Investment Management Co., Ltd (hereinafter called as
Shangdu Company), used for exchanging the bad assets with same amount of the Company. In 2008, the Company took
out RMB 1,500 million Yuan of Yellow River Scenic Area of Zhengzhou and the others decreased by RMB 468.92 million

disposed completely

ANNUAL REPORT 2011




Financial situation statement

(I) Assets and liabilities situation

During the reporting period, the total asset of the company was 72,485.47 million Yuan, increased 14,758.74 million
Yuan by 25.57% than that of 2010, and increased 29,974.76 million Yuan by 70.51% than that of 2009. Of which, the loan
balance at the end of the year is 37,405.25 million Yuan, increased 10,605.38 million Yuan by 39.57% than that of 2010,
and increased 17,202.65 million Yuan by 85.15% than that of 2009.

During the reporting period, the total debt of the company was 66,203.73 million Yuan, increased 11,250.20 million
Yuan by 20.47% than that of 2010, and increased 25,822.58 million Yuan by 63.95% than that of 2009. Of which, the
outstanding of deposits at the end of the year is 54,976.43 million Yuan, increased 10,347.63 million Yuan by 23.19% than
that of 2010, and increased 20,036.88 million Yuan by 57.35% than that of 2009.

(IT) Stockholders’ equity situation

During the reporting period, the shareholders’ ecuity was 6,281.75 million Yuan, increased 3,508.55 million Yuan
by 126.52% than that of 2010, increased 4,152.19 million Yuan by 194.98% than that of 2009, mainly because of capital
increase and share expansion and the increase of net profit.

(IIT) Financial operation situation

During the reporting period, all the incomes in the paper of the company were 3,251.25 million Yuan, all the
expenses were 2,027.66 million Yuan, total profit was 1,223.59 million yuan, increased 395.65 million yuan by 47.79% than
that of 2010; the net profit in the paper was 957.77 million yuan, increased 328.66 million yuan by 52.24% than that of
2010. All the business such as deposit and loan, investment, etc. keep quick, continuous and healthy development, the
profitability level increase constantly and the fianancial situation optimize constantly.

(IV) Profit realization, distribution and tax payment situation

During the reporting period, the paper profit of the company was 1,223.59 million yuan, the counting and drawing
business income tax was 265.82 million yuan, net profit after tax was 957.77 million yuan. According to regualation,
withdraw legal surplus 95.78 million yuan, withdraw general risk preparation 156.79 million yuan, prior year income
adjustment carry-over decrease 13.89 million yuan, undistributed profit in the paper at the end of 2011 was 1,347.28
million yuan.

(V) Main indicator situation

1. Deposit and loan ratio analysis: in 2011, the ratio of deposit and loan was 67.70%, the control of loan was well.

2. Rate of return on assets: because of the promotion of profitability of the company in 2011, the rate of return on
assets was 1.47%, increased 0.21% than that of last year (1.26%).

3. Capital adequacy ratio: in 2011, the capital adecuacy ratio of the company was 18.45%, increased 6.84% than that
of last year (11.61%).

(VI) Other description matters: none.
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I Brief introduction to internal control of the Bank

(I) Internal control environment

The first is the Bank insists on taking the internal control construction as the internal demands of its development to
persue actively, strengthening the compliance culture construction. Establishing the perfect coporation management
structure step by step, risk management framework, internal organization framework with mutual suppression and
internal audit system with independently exercising their powers as per the requirements for a modern financial enterprise,
the Bank realized the continuous, systematic and transparent internal control. Adhereing to the quality and internal
control quideline of “in compliance with laws and tequlations, customer first, meticulous procedures, continuous
innovation, control risks strictly, win by speed ¥ | the Bank’ s institutional system become more sound and effective, the
business procedure is more efficient and meticulous, thus, it achieved a sustainable uprise on customers’ satisfaction.
The second is the Bank developed and perfected the Bank’ s management structure based on the Governance Guidelines
of Stock Commercial Bank Company. With the advancement of all works, further perfecting all the rules and requlations
for the shareholders’ meeting, the Board of Directors and the Board of Supervisors, adjusting the related authorization of
the professional committee under the Board of Directors, therefore, it is ensured that the Bank could wield its decision-
making power, implementation and supervision effectively. Through the separation of ownership and management and
the effective incentives and constraints system, it is ensured to realize the healthy and sustainable development of the
Bank and also the maximum shareholders’ value. The third is the company implemented overall risk management.
Formed risk management organization structure composed of board of directors, senior management, functional
department of the head bank and business undertaking department. The board of directors includes board of directors and
risk management committee and related party transaction control committee under the jurisdiction of the board of
directors; the senior management includes president and senior management risk management committee, assets and
liabilities management committee and other entitled approval institutions under the jurisdiction of senior management;
the business undertaking department includes risk management functional posts such as capital operation department,
finance and accounting department, retail business department, affiliated institutions, etc. All the institutions and posts
according to their own functions to undertake special risk prevent and control work, has already formed board of directors
risk management committee and risk management office to take charge of overall risk structure design, risk policy
stipulation and overall risk supervision control, the audit committee and internal audit office of board of directors take
charge of internal audit and internal control evaluation, business management risk management committee and risk
management department take charge of risk control, central supervision and quality management system process control,
multi-angle and overall risk management system ensure effective management control of business operation of head bank,
all the departments and sub-branches.

(IT) Construction condition of internal control of the Bank

The first is to further complete internal control system. The company constantly strengthens standardized
management and system construction of system documents, basically cover all the posts and all the detailed work of the
company, also cover main risk points, and perfect and improve system documents from the aspect of all the business lines
development need. During the reporting period, the company modified system document, added 5 systems, abolished 2
systems and modified 62 systems. By Dec. 31, 2011, there were 329 items in system documents. The second is to pay much
attention to the strengthening and supervision of internal control system’ s executive force. By adopting daily supervision
and examination, audit and appraisal by the Senior Executives and external verification, the Bank inpected and
supervised the executive force of internal control system, which made internal management and control, risk prevention,
businss operation and assets protection more perfect, reasonable and effective, thus provided a favourable internal
environment suppozrt for fast-paced development of the Bank.

(IIT) Appraisal and recognition for the validity of internal control system

The Board of Directors of the Bank thought that, according to ISO9001-2000 quality management system, the Bank
has already set up the integrated, rational and legal internal control system, improved the validity and efficiency of the
Bank’ s quality management system, and reached the good internal control management statue. Although the Bank’ s
internal control system needs to improve with the demand of business development, there is no significant defect existing
in the design and execute of the current internal control system, so the current internal system is valid.

IT1. Audit Report 2010 for Internal Control of the Bank (YCSHZ [2012 | No. 060-4)
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Audit Report for Internal Control

Shareholders of Bank of Zhengzhou:

We are entrusted to review the effectiveness of internal control relating to the financial statement on December 31,
2011 established by the management of Bank of Zhengzhou (hereinafter referred to as “ the Company” ). The
management of the Company shall be responsible for establishing a perfect internal control and keeping its effectiveness,

while our duty is to give our opinions on the effectiveness of internal control the Company.

We conduct the audit on the Basis of Chinese CPA Standards on Other Assurance Engagements No. 3101-
Assurance Engagements Other than Audits or Reviews of Historical Financial Information. During the audit, we
understand, test and evaluate the reasonability of internal control design and its operational effectiveness and conduct

other procedures we think necessary. We believe our review provides reasonable foundation for giving opinions.

The internal control has inherent limit and the possibility to cause false report or fail to be found owing to mistake or
fraudulent practices. Additionally, the change of condition may cause the internal control becomes improper or reduce the
degree of control policy and procedure conformity, so it has a certain risk to forecast the effectiveness of future internal
control by the evaluation results of internal control.

We think the Company maintains an effective internal control relating to financial statement at all important aspects

on December 31, 2011 in accordance with Internal Accounting Control Criteria- Basic Requlations (Interim) issued by the

Ministry of Finance.

Chinese CPA: Ma Chun’ an

Chinese CPA: Cen Xiangling

February 19, 2012
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