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DUBAY BRANCH

AGRICULTURAL BANK OF CHINA LIMITED

{a joint stock company incorporated in the People’s Republic of China with limited liability)

U.S.$15,000,000,000

Medium Term Note Programme

On 3 July 2014, Agricultural Bank of China Limited (the “Bank™) published the offering circular attached hereto as Annex A
(the “Offering Circular™) in connection with the Medium Term Note Programme (the “Programme”) established by the Bank
for the issuance by any branch of the Bank of up to U.8.$15,000,000,000 (or equivalent in other currencies) in aggregate
nominal amount of notes (the *Nofes™).

On 3 July 2014, The Stock Exchange of Hong Kong Limited (the “HKSE”™) approved (conditional upon the delivery of certain
documents) the listing on the HKSE of the Programme (effective on 4 July 2014} under the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited and granted permission to deal in, and the listing of, any Notes issued
thereunder by way of debt issues to professional investors only during the 12-month period from the date of the Offering
Circular, agreed at the time of issuance to be listed on the HKSE.

Application has been made: (i) to the Dubai Financial Services Authority (the “DFSA™) for Notes issued under the Programme
by Agricultural Bank of China Limited Dubai Branch (the “Issuer™) to be admitted to the official list of securities maintained
by the DFSA; and (ii) to NASDAQ Dubai for Notes issued under the Programme by Agricultural Bank of China Limited Dubai
Branch to be admitted to trading on NASDAQ Dubai. The Offering Circular has been approved by the DFSA under Rule 2,7.1
of the Markets Rules (MKT) module (version 4/07-13) of the DFSA (the “Markets Rules™) and constitutes an “Approved
Prospectus” for the purpeses of Article 14 of the Markets Law (DHFC Law No,1 of 2012) (the “Markets Law”), Information
required io be contained in such Approved Prospectuses pursuant to the DFSA’s Markets Rule 2.5 but not included in the
Offering Circular is set out in Annex B.

On 26 August 2014 the Bank published its interim reviewed consolidated financial statements for the six months ended 30 June
2014, which are set out in Annex C. The interim conselidated financial statements for the six months ended 30 June 2014 have
been reviewed by PricewaterhouseCoopers in accordance with the International Standards on Review Engagements and have

not been audited,

The Offering Circular, as supplemented by Annexes B and C (together, the “Offering Document™), complics with the
requirements in Part 2 of the Markets Law and Chapter 2 of the Markets Rules,

The Offering Document relates to an Exempt Offer in accordance with the Markets Rules. The Offering Document is
intended for distribution enly to persons of a type specified in the Markets Rules. It must not be delivered to, or relied
on by, any other person. The DFSA does not accept any responsibility for the content of the information included in the
Offering Document, including the accuracy or completeness of such information. The liability for the content of the
Offering Document Ties with the Issuer and the Bank. The DESA has also not assessed the suitability of the Notes to
which the Offering Document relate to any particular investor or type of investor. If you do not understand the contents
of the Offering Document or are unsure whether the Notes to which the Offering Document relate are suitable for your
individual investment objectives and circumstances, you should consult an authorised financial adviser.

The Bank and the Issuer accept responsibility for the information contained in the Offering Circular, To the hest of the




knowledge of the Bank and the Issuer, having taken all reasonable care to ensure that such is the case, the information
contained in the Offering Circular is in accordance with the facts and does not omit anything likely to affect the import
of such information.

To the fullest extent permitted by law, none of Agriculfural Bank of China Limited Hong Kong Branch, ABCI Capital
Limited, Australia and New Zealand Banking Group Limited, Deutsche Bank AG, Hong Kong Branch, DBS Bank Ltd.,
National Bank of Abu Dhabi PJSC and Standard Chartered Bank (Hong Kong) Limited (the “Joint Lead Managers”)
or the Agents accept any responsibility for the contents of this Offering Document or for any other statement, made or
purported to be made by the Joint Lead Managers or any Agent or on its behalf in connection with the Bank, the Issuer,
the Programme or the issue and offering of the Nofes. Each Joint Lead Manager and each Agent accordingly disclaim all
and any liability whether arising in tort or contract or otherwise (save as referred to above) which it might otherwise
have in respect of this Offering Document or any such statement. Neither this Offering Document nor any financial
statements of the Bank or the Group are intended to provide the basis of any credit or other evaluation and should not
be considered as a recommendation by any of the Issuer, the Joint Lead Managers or the Agents that any recipient of
this Offering Document or any financial statements of the Bank or the Group should purchase the Notes. Each potential
investor of Notes should determine for itself the relevance of the information contained in this Offering Document and
its purchase of Notes should be based upon such investigation as it deems necessary. None of the Joint Lead Managers or
the Agents undertakes to review the financial condition or affairs of the Bank or the Group during the life of the
arrangements contemplated by this Offering Document nor to advise any investor or potential investor in the Notes of
any information coming to the attention of any of the Joint Lead Managers or the Agents.

The date of this document is 3 September 2014.
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IMPORTANT NOTICE

THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE ADDRESSELS
OUTSIDE OF THE UNITED STATES AND ARE NOT U.S. PERSONS

IMPORTANT: You must read the following before continuing. The following applies to the offering circular
following this page (the “Offering Circular™), and you are therefore advised 1o read this carefully before reading,
accessing or making any other use of the Offering Circutar. In accessing the Offering Circular, you agree to be bound
by the following terms and conditions, including any modifications to them any time you receive any information
from us as a result of such access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN
THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO §0. THE
SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE UNITED STATES
SECURITIES ACT 1933, AS AMENDED (THE “SECURITIES ACT”), OR THE SECURITIES LAWS OF ANY
STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE SECURITIES MAY NOT BE
OFFERED OR SOLD WITHIN THE UNITED $TATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S.
PERSONS ¢AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT (“REGULATION 5)). THIS
OFFERING IS MADE SOLELY TO NON-U.S, PERSONS IN OFFSHORE TRANSACTIONS PURSUANT TO
REGULATION S UNDER THE SECURITIES ACT.

THIS OFFERING CIRCULAR MAY NOT BE DOWNLOADED, FORWARDED OR DISTRIBUTED, TN WHOLE OR
IN PART, TO ANY OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER,
AND IN PARTICULAR, MAY NOT BE FORWARDED TO ANY US ADDRESS. ANY DOWNLOADING,
FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT IN WHOLE OR TN PART IS
UNAUTHORISED, FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOCLATION OF THE
SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS. IF YOU HAVE GAINED ACCESS
TO THIS TRANSMISSION CONTRARY TO ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT
AUTHORISED AND WILL NOT BE ABLE TO PURCHASE ANY OF THE SECURITIES DESCRIBED THEREIN.

Confirmation of your Representation: Tn order to be eligible to view (his Offering Circular or make an investment
decision with respect to the securities, investors must be a non-U.S. person purchasing the sccurities outside the
United States in an offshore transaction in reliance on Regulation S under the Securities Act. By accepting the e-mail
and accessing the attached Offering Cireular, you shall be deemed to have represented to Agricultural Bank of China
Limited Hong Kong Branch, ABCI Capita] Limited BB A WA T and Standard Chartered Bank (Hong
Kong) Limited (the “Arrangers”), Agricultural Bank of China Limited Hong Kong Branch, ABCI Capital Limited
MBI A AR, Standard Chartered Bank (Hong Kong) Limited BATHHT (FH) HIRATF] Australia and
New Zealand Banking Group Limited B RTREA R A, Barclays Bank PLC, Citigroup Global Markets Limited,
Crédit Agricole Corporate and Investment Bank, DRS Bank Ltd., Deutsche Bank AG, Singapore Branch, Goldman
Sachs (Asia) L.L.C., The Hongkong and Shanghai Banking Corporation Limited, J.F. Morgan Securities ple, Merrill
Lynch International, Oversea-Chinese Banking Corporation Limited, Hong Kong Branch, UBS AG, Hong Kong
Branch and Wells Fargo Securities, LLC (the “Dealers™) and Agricultural Bank of China Limited or such branch of
Agricultural Bank of China Limited (in¢luding Agricultural Bank of China Limited Hong Kong Branch) as specified
in the applicable Pricing Supplement (each an “Issucer™) (1) that you and any customers you represent are and that the
electronic mail address that you gave the Issuer and to which this e-mail has been delivered is not located in the
United States, (2) that you are not a U.S. person, or acting to, the account or benefit of a U.5. person (in each case as
defined in Regulaiion S) and (3) that you consent to delivery of the attached Offering Circular and any amendments or
supplements thereto by electronic transmission.

You are reminded that this Offering Circular has been delivered to you on the basis that you are a person into whose
possession this Offering Circular may be lawfully delivered in accordance with the laws of the jurisdiction in which
you are located and you may not, nor are you authorised to, deliver or disclose the contents of this Offering Circular
to any other person. You should not reply by e-mail to this notice, and you may not purchase any securities by doing
so. Any reply e-mail communications, including those you generate by using the “Reply” function on your e-mail
software, will be ignored or rejected.

This Offering Circular does not constitute, and may not be used in connection with, an offer or solicitation in any place
where offers or solicitations are not permitted by law. If a jurisdiction requires that the offering be made by a licensed
broker or dealer and the Dealers or any affiliate of the Dealers is a licensed broker or dealer in that jurisdiction, the
offering shall be deemed to be made by the Dealers or such affiliate on behalf of the Issuer in such jurisdiction.

This Offering Circular has been sent to you in an electronic form. You are reminded that documents transmitted via
this medium may be altered or changed during the process of electronic transmission and consequently nene of the
Issuer, the Arrangers, the Dealers ar the Agents (as defined below), nor any person who controls any of them, nor any
director, officer, employee, nor agent of any of them, or affiliate of any such person accepts any liability or
responsibility whatsoever in respect of any difference between the Offering Cireular distributed to you in electronic
format and the hard copy version available to you on request from the Arrangers or the Deaters.

You are responsible for protecting against viruses and other destructive items. Your use of this e-mail is at your own

risk and it is your responsibility to take precautions to ensure that it is free from viruses and other items of a
destructive nature.
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AGRICULTURAL BANK OF CHINA LIMITED

(a joint stock company incorporated in the People’s Republic of China with [imited liability}

U.5.$15,000,000,000

Medium Term Note Programme

Under the U.8.5§5,000,000,000 Medium Term Note Programme described in this Offering Circular (the “Programme™), Agricultural Bank of China Limited (the
“Bank™} and, in relation to any issue of Notes under the Programme, the relevant issuing branch of the Bank (including Agricultural Bank of China Limited Hong
Kong Branch) specified as an issuer in the applicable Pricing Supplement (each an “Tssuer"), subject to compliance with all relevant laws, regulations and directives,
may from time to time issue Notes (the “Neles”). The aggregate nominal amount of Notes outstanding will not at any time exceed U.5.515,000,000,000 (or the
equivalent in other currencies), subject to increases of the programm:e size made in accordance with the ferms of a Dealer Agreement dated 3 July 2014 (the “Dealer
Agreement”).

The Notes ntay be issued on a continuing hasis 1o one or mare of the Dealers appointed under the Pragramme from {ime to time by the Issuer (each a “Dealer” and
topether the “Dealers™), which appointment may be for a specific issue er on an ongeing basis. References in this Offcring Circular to the “relevant Dealer™ shall, in
the case of an issue of Notes being (or intended to be) subseribed for by more than one Dealer, be to all Dealers agreeing to subscribe for such Notes.

Investing In the Notes involves certain risks. See “Risk Factors” heginning on page 16,

Application will be made to The Stock Exchange of Hong Kong Limited (the “HKSE”) for permiission to deal in, and the listing of, the Notcs issued under the Programme by
way of debt issues to professional investors only during the 12-month period from the date of this Offering Circular on the HKSE. However, unlisted Notes and Notes {0 be
listed, traded or quoted on or by any other competent authority, stock exchange or quotation system may be issued pursuant fo the Programme. The relevant Pricing Supplement
(as defined in “Stemmary of the Pragramme™) in respect of the issue of any Notes will specify whether or not such Notes wil b listed on the HKSE {or listed, {raded or quoted
on or by any other competent authority, other exchange or quotation system). Notes listed on the HKSE will be traded on the HKSE in a board lot size of at least HK$500,000
(or its equivalent in othes currencies). Notice of he aggregate nominal amount of Note, interest (if any) payable in respect of Notes, the issue price of Notes and any other terms
and conditions not contained herein which are applicable to each series of Notes will be set out in the Pracing suppiement which, with respect lo Notes 1o be listed on the HKSE,
will be delivered to the HKSE, on or before the date of issue of such series of Notes. Hong Keng Exchanges and Clearing Limited and the HEKSE take no responsibility for the
contents of this Offering Circular, make no representation as o ils accuracy or completeness and expressly disclain any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this Offering Circular.

Each Series (as defined in “Swmmary of fhe Programme”) of Notes in bearer form will be represented on issue by a temporary global note in bearer form (each a
“temporary Global Note™) or a permanent global note in bearer form (each a “permanent Global Note” together with the temporary Global Note, (the “Global
Notes™). Notes in registered form wili be representcd by repistered certificates {cach a “Certlificate”), one Cezlificate being issued in respect of each Noteholder's
entire holding of Registered Notes of one Series, The Notes of each Series in registered form will initially be represented by a permanent global certificate (each a
“(lobal Certillcate™) without inlerest coupons. The Global Notes and Global Certificates may be deposited on the relevant issue date (a) in the case of a Series
intanded to be cleared ihrough Euroclear and/or Clearsiream, Luxembourg, with a common depositary on behalf of Euroclear Dank S.AJ/N.Y, (“Eureclear”) and
Clearstream Banking, société anonyme (“Clearstream, Luxembourg”) or with a sub-custodian for the Central Moneymarkets Unit Service, operated by the
Hong Kong Menstary Authority (the “CMU"} and (b) in the case of a Series intended to be clearcd through a cleasing system other than, or in addition to, Euroctear
and/or Clearstream, Luxembourg or CMU, or delivered outside a elearing system, as agreed between the Issuer and the relevant Dealer,

The Notes have not been and will not be registered under the Sccurities Act or with any securities regulatory authority of any state or other jurisdiction of the
United States, and the Notes may include Bearer Notes that are subject to U.S. tax law requirements, Subject to certain exceptions, the Noles may not be offered or sold
within the United States, or to, or for the account or benefit of, U.S. persons (as defined in Regulation S) or, in the ease of Bearer Notes, offered, sold or delivered in
the United States, or te, or for the account or benefit of, United States persons (as defined in the Internal Revenue Code). Registered Notes are subject to certain
restriciions on {ransfer, see “Subscription aud Sale”,

The Notes may not be offered or sold within the United States to or to, or for the benefit of, U.S. persons (as defined in Regulation § under the United States Securilies
Act 1933, as amended {the *Securities Act”) except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities
Act. The Notes are being offezed and sold by the Dealers only to non-U.8. persons outside the United States in offshore transactions in reliance on Regulation §. For a
description of certain restrictions on transfer, see “Subscription and Sale”.

The Issuer may agree with any Dealer that Notes may be issted in a form not contemplated by the Terms and Conditions of the Notes herein {the “Conditions"}, in
which event a supplementary Offering Circular, if appropriate, will be made available which wilk describe the effect of the agreement reached in relation to such Notes.

The Programme is expected to be rated “{P}A1” by Moody’s Investors Service Hong Kong Lid. (*Maody*s™) and “(A)” by Standard & Poer’s Ratings Services
(“S&P™), a division of the McGraw-Hifl Companies Ine. These ratings are only correct as at the date of this Offering Circular. Tranches of Notes (as defined in
“Summary of the Programmie™) to be issued under the Programme may be rated or unrated. Where a Tranche of Notes is to be rated, such rating will not necessarily be
the same as the ratings assigned to the Programme. A rating is not a recommendation to buy, sell or hold securities and may be subject to suspensien, reduction,
revision or withdrawal at any time by the nssigning rating agency.

Arrangers
Agricultural Bank of China Limited ARCI Capital Limited ~ Standard Chartered Bank
Hong Kong Branch BURERERRAH (Hong Kong) Limited
WHTHIT (Bl FRATA
Dealers
Agricudtural Bank of China Limited ABCI Capital Limited Standard Chartercd Bank
Hong Kong Branch BEEEBEATRAT (Hong Kong) Limited
Australia and New Zealand Barclays Bank PLC Citigroup Global Markets Limited
Banking Group Limited
Crédit Agricole Corporate and DBS Bank Linsited Deutsche Bank AG, Singapore
Tnvestment Bank Branch
Goldman Sachs (Asia) L.L.C. HSBC 1.2, Moxrgan Securities plc
Merrill Lynch International Oversea-Chinese Banking
Corporation Limited,
Hong Kong Branch
UBS AG, Wells Fargo Securitics

Hong Kong Branch
Offering Circular dated 3 July 2014




IMPORTANT NOTICE

The Issuer, having made all reasonable enquiries, confirms that o the best of its knowledge this Offering
Circular contains or incorporates all information which is material in the context of the issuance and
offering of Notes, that the information contained or incorporated by reference in this Offering Circular is
trie and accurate in all material respects and is not misleading in any material respect, that the opinions
and intentions expressed in this Offering Circular are honestly held and that there are no other facts the
omission of which would make this Offering Circular or any of such inforination or the expression of any
such opinions or intentions misleading in any material respect and which, in each case, is material in the
context of the issuance and offering of the Notes. The lssuer accepts responsibility accordingly.

This Offering Circular is to be read in conjunction with all documents which are incorporated herein by
reference (see “Documents Incorporated by Reference”).

No person has been authorised to give any information or to make any representation other than those
contained in this Offering Circular in connection with the issue or sale of the Notes and, if given or made,
such information or representation must not be relied upon as having been authorised by the Issuer or any
of the Arrangers or the Dealers (as defined in “Swmmary of the Programme™) or the Agents (as defined in
“Terms and Conditions of the Notes™). Neither this Offering Circular nor any other information supplied
in connection with the Programme or any Notes should be considered as a recommendation by the Issuer,
any Dealer, any Arranger or the Agents that any recipient of this Offering Circular or any other
information supplied in connection with the Programme or any Notes should purchase any Notes. This
Offering Circular does not take into account the objectives, financial situation or needs of any potential
investor. Each investor contemplating purchasing any Notes should make its own independent
investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, of the
Issuer. Neither this Offering Circular nor any other information supplied in connection with the
Programme or the issue of any Notes constitutes an offer or invitation by or on behalf of the Issuer, any
Dealer, any Arranger or the Agents to any person to subscribe for or fo purchase any Notes.

Neither the delivery of this Offering Circular nor any sale made in connection herewith shall, under any
circumstances, create any implication that there has been no change in the affairs of the Issuer or the
Bank and its subsidiaries (together, the “Group”) since the date hercof or the date upon which this
Offering Circular has been most recently amended or supplemented or that there has been no adverse
change in the financial position of the Issuer since the date hereof or the date upon which this Offering
Circular has been most recently amended or supplemented or that any other information supplied in
connection with the Programme is correct as of any time subsequent to the date on which it is supplied
or, if different, the date indicated in the document containing the same.

The distribution of this Offering Circular and the offering or sale of the Notes in certain jurisdictions may
be restricted by law. Persons into whose possession this Offering Circular comes are required by the
Tssuer, the Arrangers and the Dealers to inform themselves about and to observe any such restriction.

The Notes are being offered and sold to non-U.S. persons outside the United States in reliance on
Regulation S. For a description of these and certain further restrictions on offers, sales and transfers of
Notes and distribution of this Offering Circular, sce “Subscription and Sale”.

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S, SECURITIES
AND EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION IN THE UNITED
STATES OR ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAS ANY OF THE
FOREGOING AUTHORITIES PASSED UP ON OR ENDORSED THE MERITS OF THE
OFFERING OF NOTES OR THE ACCURACY OR THE ADEQUACY OF THIS OFFERING
CIRCULAR., ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN
THE UNITED STATES.

This Offering Circular does not constitute an offer to sell or the solicitation of an offer to buy any Notes
in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such
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jurisdiction. None of the Issuer, any Arranger, the Agents or any Dealer makes any representation to any
investor in the Notes regarding the Iegality of its investment under any applicable law. The disiribution of
this Offering Circular and the offer or sale of Notes may be restricted by law in certain jurisdictions.

None of the Issuer, the relevant Dealers, the Arrangers or the Agents represents that this Offering
Circular may be lawfully distributed, or that any Notes may be lawfully offered, in compliance with any
applicable registration or other requirements in any such jurisdiction, or pursuant to an exemption
available thereunder, or assumes any responsibility for facilitating any such distribution or offering. In
particular, unless specifically indicated to the contrary in the applicable Pricing Supplement, no action
has been taken by the Tssuer, the relevant Dealers, the Arrangers or the Agent which is intended to permit
a public offering of any Notes or distribution of this Offering Circular in any jurisdiction where action
for that purpose is required. Accordingly, no Notes may be offered or sold, directly or indirectly, and
neither this Offering Circular nor any advertisement or other offering material may be distributed or
published in any jurisdiction, except under circumstances that will result in compliance with any
applicable laws and regulations. Persons into whose possession this Offering Circular or any Notes may
come must inform themselves about, and observe, any such resirictions on the distribution of this
Offering Circular and the offering and sale of Notes. In particular, there are restrictions on the
distribution of this Offering Circular and the offer or sale of Notes in the United States, the European
Economic Area including the United Kingdom, Hong Kong and Japan. See “Subscription and Sale”

To the fullest extent permitted by law, none of the Arrangers, the Dealers or the Agents accept any
responsibility for the contents of this Offering Circular or for any other statement, made or purported to
be made by the Arrangers or a Dealer or any Agent or on its behalf in connection with the Issuer, the
Programme or the issue and offering of the Notes. The Arrangers, each Dealer and each Agent
accordingly disclaim all and any liability whether arising in tort or contract or otherwise (save as referred
to above) which it might otherwise have in respect of this Offering Circular or any such statement.
Neither this Offering Circular nor any financial statements of the Issuer or the Group are intended to
provide the basis of any credit or other evaluation and should not be considered as a recommendation by
any of the Issuer, the Arrangers, the Dealers or the Agents that any recipient of this Offering Circular or
any financial statements of the Issuer or the Group should purchase the Notes. Each potential investor of
Notes should determine for itself the relevance of the information contained in this Offering Circular and
its purchase of Notes should be based upon such investigation as it deems necessary. None of the
Arrangers, the Dealers or the Agents undertakes to review the financial condition or affairs of the Issuer
or the Group during the life of the arrangements contentplated by this Offering Circular nor to advise any
investor or potential investor in the Notes of any information coming to the attention of any of the
Arrangers, the Dealers or the Agents.

This Offering Circular includes particulars given in compliance with the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) for the purposes of
giving information with regard to the Issuer. The Issuer accepts full responsibility for the accuracy of the
information contained in this Offering Circular and confirms, having made all reasonable enquiries, that
to the best of its knowledge and belief there are no other facts the omission of which would make any
statement herein misleading, This Offering Circular is to be read in conjunction with all documents which
are deemed to be incorporated herein by reference (see “Documents Incorporated by Reference”). This
Offering Circular shall be read and construed on the basis that such documents are incorporated and form
part of this Offering Circular.

From time to time, in the ordinary course of business, certain of the Dealers and their affiliates have
provided advisory and investment banking services, and entered into other commercial transactions with
the Issuer and its affiliates, including commercial banking services, for which customary compensation
has been received. It is expected that the Dealers and their affiliates will continue to provide such
services to, and enter info such transactions, with the Issuer and its affiliates in the future,

The Dealers or certain of their respective affiliates may purchase the Notes and be allocated Notes for
asset management and/or proprietary purposes and not with a view to distribution.




In making an investment decision, each potential investor must rely on its own examination of the Issuer
and the terms of the Notes being offered, inciuding the merits and risks involved. The Issuer does not and
the Arrangers, the Dealers and the Agents do not make any representation regarding the legality of
investment under any applicable laws.

Potential investors should be able to bear the economic risk of an investment in the Notes for an
indefinite period of time.

In connection with any Tranche of Notes, one or more of the Dealers (or persons acting on their
hehalf) may act as the stabilising manager(s) (the “Stabilising Manager(s)”). The identity of the
Stabilising Manager(s) (if any) will be disclosed in the relevant Pricing Supplement. In connection
with the issue of any Tranche of Notes, one or more of the Dealers named as Stabilising Manager
(or persons acting on behalf of any Stabilising Manager(s)) in the applicable Pricing Supplement
may over-allot Notes or effect transactions with a view to supporting the market price of the Notes
at a level higher than that which might otherwise prevail for a limited period after the closing date
of the relevant Tranche of Notes, However, there is no obligation on the Stabilising Manager(s) (or
persons acting on behalf of any Stabilising Manager) to do this. Such stabilising if commenced may
be discontinued at any timne, and must be brought to an end after a limited period. Such stabilising
shall be in compliance with all applicable laws, regulations and rules,

In the Offering Circular, unless otherwise specified, references to “Hong Kong” are to the Hong Kong
Special Administrative Region of the People’s Republic of China, all references to the “PRC” or “China”
are to the People’s Republic of China, excluding Taiwan, Hong Kong and Macau, references to “U.5.%",
“USD” or “U.S. dollars” are to the lawful currency of the United States of America, references to
“Renminbi”, “RMB” or “CNY” are to the lawful currency of the PRC, and references to “Hong Kong
dollar” or “HK$" are to the lawful currency of Hong Kong.

In this Offering Circular, unless otherwise specified, references to:

. “the Bank” and “the Group” refer to either or both of Agricultural Bank of China Limited and the
Bank’s predecessor, Agricultural Bank of China, as applicable, and, except as the context otherwise
requires, the subsidiaries of Agricultural Bank of China Limited and of the Bank’s predecessor,
Agricultural Bank of China;

. the “branch outlets” include the head office, branches and outlets and other establishments of the
Bauk;

. a “business day” is a day that is not Saturday, Sunday or a public holiday in Hong Kong; and

G

. the terms “associate”, “subsidiary” and “substantial shareholder” shall have the meanings given to
such terms in the Listing Rules, unless the context otherwise requires.

For ease of reference, in this Offering Circular, unless otherwise indicated, the terms “loans and advances
to customers”, “loans” and “loans to customers” are used synonymously.

In this Offering Circular, unless otherwise indicated, the discussions on loans are based on the Bank’s
gross loans and advances to customers, before taking into account the related allowance for impairment
losses, rather than its net loans to customers. The Bank’s loans and advances to customers are reported
net of the allowance for impairment losses on its consolidated balance sheet.

The growth rates with respect to the business and financial data of the Bank presented in this Offering
Circular are calculated based on amounts in millions of Renminbi.

Presentation of financial information

This Offering Circular contains the audited consolidated financial statements of the Bank as at and for
each of the years ended 31 December 2011, 2012 and 2013. The audited financial statements were
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prepared in accordance with the International Financial Reporting Standards (“IFRS”) issued by the
International Accounting Standards Board (the “IASD”).

Following the completion of auditing the Bank’s consolidated financial statements prepared in
accordance with IFRS for the year ended 31 December 2012 by Deloitte Touche Tohmatsu, Certified
Public Accountants, Hong Kong, the Bank replaced Deloitte Touche Tohmatsu, Certified Public
Accountants, Hong Kong with PricewaterhouseCoopers as the Bank’s new auditor. The change of the
Bank’s principal auditor is to comply with the Measures for Financial Enterprises to Select and Employ
Accounting Firms by Bidding (SFRMCEREGFHTHHIRHAEEMRE (BUT) promuigated by MOF,
which impose certain restrictions in respect of the number of years of audit services that an accounting
firm may continuously provide to state-owned and state-controlled financial enterprises.

Unless otherwise stated, all financial data contained herein which is stated as relating to the Bank are
referring to the consolidated data of the Group.

In this Offering Circular, because certain amounts have been rounded, totals of columns or rows of
numbers in tables may not be equal to the apparent total of the iudividual items, and actual numbers may
differ from those contained herein due to rounding.

Documents Incorporated by Reference

The Tssuer hereby incorporates by reference (i) each Pricing Supplement, (ii) the most recently published
audited consolidated annual financial statements and the most recently published unaudited but reviewed
interim consolidated financial statements of the Bank published from time to time after the date of this
Offering Circular in each case together with any audit or review reports prepared in connection therewith,
(iii) the most recently published unaudited and unreviewed consolidated quarterly interim reports,
published subsequent to the most recently published consolidated financial statements of the Bank, and
(iv) all amendments and supplements from time to time to this Offering Circular, each of which shall be
deemed to be incorporated in, and to form part of, this Offering Circular and which shall be deemed to
modify or supersede the contents of this Offering Circular to the extent that a statement contained in any
such document is inconsistent with the contents of this Offering Circular.

The Bank publishes its consolidated quarterly interim reports in respect of the three months ended
31 March and 30 September of each financial year. A copy of the quarterly interim reports can be found
on the website of the HKSE. The quarterly interim reports have not been and will not be audited or
reviewed by the Bank’s auditors and were and will be prepared under IFRS. The quarterly interim reports
should not be relied upon by investors to provide the same quality of information associated with
information that has been subject to an andit or review. Potential investors should exercise caution when
using such data to evaluate the Bank’s financial condition and results of operation. The quarterly interim
reports should not be taken as an indication of the expected financial condition or results of operations of
the Bank for the relevant full financial year.

Any documents themselves incorporated by reference in the documents incorporated by reference in this
Offering Circular shall not form part of this Offering Circular.

Copies of all such documents which are so deemed to be incorporated in, and to form part of, this
Offering Circular will be available free of charge during usual business hours on any weekday (Saturdays
and public holidays excepted) from the specified offices of the Issuer and of the Paying Agents set out at
the end of this Offering Circular.

Supplemental Offering Circular

The Issuer has given an undertaking to the Arrangers and the Dealers that if it has notified the Arrangers
or the Dealers in writing that it intends to issue Notes under the Programme for the time being, and if a
significant new factor, material mistake or inaccuracy arises or is noted relating to the information
included in the Offering Circular which is capable of affecting an assessment by investors of the assets
and liabilities, financial position, profits and losses, and prospects of the Issuer and/or of the rights
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attaching to the Notes, it shall (i) prepare and publish an amendment or supplement to the Offering
Circular, (ii) advise the Arrangers and the Dealers promptly of any proposal to amend or replace the
Offering Circular, (iii) advise the Arrangers and Dealers promptly of any proposal fo supplement the
Offering Circular and (iv) provide the Arrangers and the Dealers with a copy of any such proposed
amendment, supplement or replacement immediately prior to its publication.

Forward-looking statements

Certain statements under “Risk Factors”, “Business” and elsewhere in this Offering Circular constitute
“forward-looking statements”. The words including “believe”, “expect”, “plan”, “anticipate”, “schedule”,
“estimate”, “may”, “will”, “would”, “could”, “aim”, “intend”, “project”, “potential”, “future”, “seek’,

“should” and similar words or the negative thereof, or expressions identify forward- looking statements.

In addition, all statements other than statements of historical facts included in this Offering Circular,
including, but without limitation, those regarding the financial position, business strategy, prospects,
capital expenditure and investment plans of the Group and the plans and objectives of the Group’s
management for its future operations (including development plans and objectives relating to the Group’s
operations), are forward-looking statements. Such forward-looking statements involve known and
unknown risks, uncertainties and other factors which may cause actual results or performance of the
Group to differ materially from those expressed or implied by such forward-looking statements. Reliance
should not be placed on these forward-looking statements. Such forward-looking staterents are based on
numerous assumptions regarding the Group’s present and future business strategies and the environment
in which the Group will operate in the future. The Issuer expressly disclaims any obligation or
undertaking to release any updates or revisions to any forward-looking statements contained herein to
reflect any change in the Issuer’s or the Group’s expectations with regard thereto or any change of
events, conditions or circumstances, on which any such statements were based. This Offering Circular
discloses, under “Risk Factors™ and elsewhere, important factors that could cause actual results to differ
materially from the Issuer's expectations. All subsequent written and forward- looking statements
attributable to the Tssuer or persons acting on behalf of the Issuer are expressly qualified in their entirety
by such cautionary statements.
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In this Offering Circular,
meanings set out below,

“Accountholder”

“Articles of Association”

“ATM"”
“Basel I"
“Basel IT”
“Basel TIT”
“Big Four”

“Capital Adequacy
Regulations”

“Capital Management
Regulations”

“CAGR”

“CBRC”

“China” or “PRC”

“CIRC”
IICMUQS

“County Area” or
“County Areas”

“County Area Banking
Business” or “Sannong
Banking Business”

DEFINITIONS AND CONVENTIONS

unless the context otherwise requires, the following terms shall have the

each person who is for the time being shown in the records of the CMU
operator as the holder of a particular principal amount of the Notes

Articles of Association of the Bank, as constituted and amended from
time to time. Except where the context otherwise requires, the Articles of
Association refers to the Articles of Association of the Bank approved by
CBRC on 31 December 2012

Automatic Teller Machine

1988 Basel Capital Accord

the revised Basel Capital Framework promulgated in June 2004
the newest Basel Capital Accord promulgated in December 2010

Agricultural Bank of China, Bank of China, China Construction Bank and
Industrial and Commercial Bank of China

the Administrative Measures on Capital Adequacy Ratio of Commercial
Banks (F3EGHTRAT LR ELEMIE), as promulgated by the CBRC on
23 February 2004, effective as of 1 March 2004 and amended on 3 July
2007 (repealed and replaced by the Capital Management Regulations on
1 January 2013)

the Provisional Administrative Measures on Capital Management of
Commercial Banks (FiZé47 B ERE: (347)), as promulgated by the
CBRC on 7 June 2012, effective as of 1 January 2013

compound annual growth rate
China Banking Regulatory Commission ¢PESHTRERERZEAH)

the People’s Republic of China, but for the purpose of this Offering
Circular only and except where the context requires, references in this
Offering Circular to “China” and the “PRC” do not include Hong Kong,
Macau and Taiwan

China Tnsurance Regulatory Commission (1 {RH B € % A 6)
Central Moneymarkets Unit Service

arcas designated as counties or county-level cities under China’s
administrative division system. As an administrative division unit, a
county or county-level city is generally directly below-and under the
direct supervision of its corresponding municipal-level or provincial-
level government. County Areas include economically more developed
county centres, towns and the vast rural areas within their jurisdictions

a broad range of financial products and services the Bank provides to
customers in the County Areas through the Bank’s branch outlets located
in counties and county-level cities in the PRC. The Bank refers to such
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"CSRC”

“Fiscal Agent”

“GDP”

“Hong Kong” or “HK”
“HKMA™

“HKSE”

“Huijin”

“JAS 34"

“IAS 397

“IASB”
“TFRIC”

“IFRS”

“Internal Revenue Code”

“Issuer”

“Large Commercial Banks”

“Listing Rules”

“Macau”
“MOF”
“MOFCOM”
“NAQO”
“NBSC”

“NDRC”

banking business as the “County Area Banking Business” or “Sannong
Banking Business” (ZR&R¥H), which are used interchangeably
throughout this Offering Circular

China Securities Regulatory Commission (TREHFEEFEHEAE)
Agricultural Bank of China Limited Hong Kong Branch

gross domestic product

the Hong Kong Special Administrative Region of the PRC

Hong Kong Monetary Authority

The Stock Exchange of Hong Kong Limited

Central Huijin Investment Ltd. (T RESTEHFRAELAH), a state- owned
investment company incorporated under the laws of the PRC

the International Accounting Standard 34 “Interim Financial Reporting”
and its interpretation by the IASB

the International Accounting Standard 39 ‘Financial Instruments:
Recognition and Measurement” and its interpretations by the IASH

the International Accounting Standards Board

the International Financial Reporting Interpretations Committee
International Accounting Standards, International Financial Reporting
Standards, amendments and the related interpretations issued by the
International Accounting Standards Board

the U.S. Internal Revenue Code of 1986 and the regulations thereunder

Agricultural Bank of China Limited and, in relation to any issue of Notes
under the Programme, the relevant issuing branch of the Bank (including
Agricultural Bank of China Limited Hong Kong Branch) specified as the
Issuer in the applicable Pricing Supplement

Agricultural Bank of China, Bank of China, Bank of Communications,
China Construction Bank and Industrial and Commercial Bank of China

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (as amended from time to time)

the Macaun Special Administrative Region of the PRC

Ministry of Finance of the PRC (PIEA B R BIEGES)

Ministry of Commerce of the PRC (A RILHIH R H)
National Audit Office of the PRC (3 A RILFBE B
National Bureau of Statistics of China (3 A R R HEERR)

National Development and Reform Commission of the PRC (FFARIE
MERRFFRAREE Q)
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“National Joint Stock
Commercial Banks”

“non-performing 1oans”
"Notes”

“OFAC”

“PBOC”

“POS”

“PRC GAAP”

“QDIIS”
“QFIIS”
“Regulation S
“SAFE”
I(SA‘IC”

“Sannong”

“SASAC”

“SATn

“Securities and Futures
Commission” or “SFC”

China CITIC Bank, China Everbright Bank, Huaxia Bank, Guangdong
Development Bank, Shenzhen Development Bank, China Merchants
Bank, Shanghai Pudong Development Bank, Industrial Bank, China
Minsheng Bank, Evergrowing Bank, Zheshang Bank and Bohai Bank

identified impaired loans and advances
Notes issued under the 1U.S.$15,000,000,000 Medium Note Programme

the Office of Foreign Assets Control of the U.S. Department of the
Treasury

People’s Bank of China (HELARSRTT)

point of sale, a checkout counter in a shop or any location where a
transaction Occurs

the PRC Accounting Standards and Accounting Regulations for Business
Enterprises promulgated by the MOF on 15 February 2006 and its
supplementary regulations

qualified domestic institutional investors in the PRC, which are licensed
by the CSRC to invest in foreign securities markets

qualified foreign institutional investors licensed by the CSRC to invest in
Renminbi-denominated shares listed on China’s domestic securities
exchanges

Regulation § under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC (HIEABILAME
B HMNEE TR

State Administration for Industry and Commerce of the PRC (F#ARK
SERE B R TR TEE )

a short-hand reference to the Chinese pronunciation of the phrase
“agriculture, rural areas and farmers” (B3 - RHEFRR). The
terminology “Sannong” (=J¥) was initially created to refer to the three
rural development issues in China (specifically, agriculture, rural areas
and farmers) and has become an expression widely adopted by the
policymakers in China. Throughout this Offering Circular, the Bank uses
“Sannong” to refer to the PRC government’s policies or vision, as
applicable, aiming to promote agricultural industry, rural development
and the welfare of China's farmers. The current economic development
of China’s County Areas directly benefits from the PRC government’s
“Sannong” policies

State-owned Assets Supervision and Administration Commission of the

State Council (A¥WHREA HEERENZHE)
State Administration of Taxation of the PRC (PEEA RIFBBERRERR)

the Securities and Futures Commission of Hong Kong




“SFO”

“SHIBOR”

“SME” or “SMEs”
“SSE’,

“SSF“

“State Council”

“United States,” or “U.S.”

“Urban Area” or “Urban
Areas”

“U.S. Securities Act” or
“Securities Act”

“WTO”

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (as amended from time to time)

Shanghai Interbank Offered Rate, a daily reference rate published by the
National Interbank Funding Centre

sinall- and medium-sized enterprises
The Shanghai Stock Exchange

National Council for Social Security Fund of the PRC (BB
SFEE)

the PRC State Council (732 A RIHIE T

the United States of America, its territories, its possessions and all areas
subject to its jurisdiction

the rest of China other than the County Arcas

the U.S. Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder

World Trade Qrganisation




In this Offering Circular, the Bank defines the geographical regions of China to which the Bank refers for
the purpose of describing the Bank’s branch network and presenting certain resulis of operations and
financial condition as follows:

Geographical regions Branches
“Yangtze River Delta” ..... . Shanghai Municipality . Zhejiang Province
. Jiangsu Province . City of Ningbo
“Pearl River Delta” ........ * Guangdong Province . Fujian Province
. City of Shenzhen . City of Xiamen
“Bohai Rim” ............. . Beijing Municipality ’ Shandong Province
. Tianjin Municipality . City of Qingdao

. Hebei Province

“Central China” ........... ’ Shanxi Province . Jiangxi Province
J Hubei Province . Hainan Province
. Henan Province . Anhui Province
. Hunan Province
“Northeastern China™ ...... . Liaoning Province . Jilin Province
. Heilongjiang Province . City of Dalian
“Western China” ...... bees @ Chongging Municipality . Xinjiang Autonomous Region
. Sichuan Province . The Xinjiang Production and
. Guizhou Province Construction Corps
. Yunnan Province . Tibet Autonomous Region
. Shaanxi Province . Inner Mongolia Autonomous
. Gansu Province Region
. Qinghai Province . Guangxi Autonomous Region

. Ningxia Autonomous Region




SUMMARY OF THE PROGRAMME

The following summary is qualified in its entirety by the remainder of this Offering Circular. Words and
expressions defined in “Terms and Conditions of the Notes” below shall have the same meaning in this
sHmmary.

The Issuer Agricuitural Bank of China Limited and, in relation to any issue of Notes
under the Programme, the relevant issuing branch of the Bank (including
Agricultural Bank of China Limited Hong Kong Branch) specified as the
Issuer in the applicable Pricing Supplement.

Description Euro Medium Term Note Programine.

Size Up to U.83.$15,000,000,000 (or the equivalent in other currencies at the
date of issue) aggregate nominal amount of Notes outstanding at any one
time. The TIssuer may increase the amount of the Programme in
accordance with the terms of the Dealer Agreement. The Dealer
Agreement provides for the U.8.$ equivalent of any Note denominated in
another currency to be determined on or around the date agrcement is
reached to issue those Notes or, if the agreement date is not a date that
commercial banks and foreign exchange markets are open for general
business in London, on the preceding day on which commercial banks
and foreign exchange markets are open for general business in London.

Risk Factors There are certain factors that may affect the Issuer’s ability to fulfil its
obligations under Notes issued under the Programme. These are set out
under “Risk factors” below. In addition, there are certain factors which
are material for the purpose of assessing the market risks associated with
Notes issued under the Programme. These are set out under “Risk
factors” and include the fact that the Notes may not be a suitable
investment for all investors, certain risks relating to the structure of
particular Series of Notes and certain market risks.

Arrangers Agricultural Bank of China Limited Hong Kong Branch
ABCI Capital Limited B4R EMREH A
Standard Chartered Bank (Hong Kong) Limited

Dealers Agricultural Bank of China Limited Hong Kong Branch
ABCI Capital Limited MR EBREARAH
Standard Chartered Bank (Hong Kong) Limited ¥3THUT (Fi) HRAH
Australia and New Zealand Banking Group Limited BE&GTHEHA RAT
Barclays Bank PLC
Citigroup Globat Markets Limited
Crédit Agricole Corporate and Investment Bank
DBS Bank Ltd.
Deutsche Bank AG, Singapore Branch
Goldman Sachs (Asia) L.L.C.
The Hongkong and Shanghai Banking Corporation Limited
I.P. Morgan Securities ple
Merrill Lynch International
Oversea-Chinese Banking Corporation Limited, Hong Kong Branch
UBS AG, Hong Kong Branch
Wells Fargo Securities, LLC




Fiscal Agent
Transfer Agents
Registrar

CMU Lodging and
Paying Agent

Method of Issue

Issue Price

" Form of Notes

The Issuer may from time to time terminate the appointment of any
dealer under the Programme or appoint additional dealers either in
respect of one or more Tranches or in respect of the whole Programme,
References in this Offering Circular to “Permanent Dealers” are to the
persons listed above as Dealers and to such additional persons that are
appointed as dealers in respect of the whole Programme (and whose
appointment has not been terminated) and to “Dealers” are to all
Permanent Dealers and all persons appointed as a dealer in respect of one
or more Tranches.

Agricultural Bank of China Limited Hong Kong Branch.
Agricultural Bank of China Limited Hong Kong Branch.

Agricultural Bank of China Limited Hong Kong Branch.

Agricultural Bank of China Limited Hong Kong Branch.

The Notes may be issued on a syndicated or non-syndicated basis. The
Notes may be issued in series (each a “Series”) having one or more issue
dates (each tranche within such Series a “Tranche”) and on terms
otherwise identical (or identical other than in respect of the first payment
of interest), the Notes of each Series being intended to be interchangeable
with al! other Notes of that Series, Each Series may be issued in tranches
on the same or different issue dates. The specific terms of each Tranche
(which will be supplemented, where necessary, with supplemental terms
and conditions and, save in respect of the issue date, issue price, first
payment of interest and nominal amount of the Tranche, will be identical
to the terms of other Tranches of the same Series) will be set out in a
pricing supplement (a “Pricing Supplement™).

Notes may be issued at their nominal amount or at a discount or premium
to their nominal amount. Partly Paid Notes may be issued, the issue price
of which will be payable in two or more instalments.

Notes may be issued in bearer form (“Bearer Notes™) or in registered
form (“Registered Notes™). Registered Notes will not be exchangeable for
Bearer Notes and vice versa.

Bach Tranche of Bearer Notes will initially be in the form of either a
Temporary Global Note or a Permanent Global Note, in each case as
specified in the relevant Pricing Supplement. Each Global Note will be
deposited on or around the relevant issue date with a common depositary
or sub-custodian for Euroclear, Clearstream, Luxembourg and/or as the
case may be, the CMU and/or any other relevant clearing system. Each
Temporary Global Note will be exchangeable for a Permanent Global
Note or, if so specified in the relevant Pricing Supplement, for Definitive
Notes. If the TEFRA D Rules are specified in the relevant Pricing
Supplement as applicable, certification as to non-U.S. beneficial
ownership will be a condition precedent to any exchange of an interest in
a Temporary Global Note or receipt of any payment of interest in respect
of a Temporary Global Note, Each Permanent Global Note will be
exchangeable for Definitive Notes in accordance with its terms.




Clearing Systems

Initial Delivery of Notes

Currencies

Maturities

Specified Denomination

Fixed Rate Notes

Floating Rate Nofes

Definitive Notes will, if interest-bearing, have Coupons attached and, if
appropriate, a Talon for further Coupons.

Registered Notes will be represented by Certificates, one Certificate
being issued in respect of each Noteholder’s entire holding of Registered
Notes of one Series. Certificates representing Registered Notes that are
registered in the name of a nominee for one or more clearing systemns are
referred to as “Global Certificates”.

Registered Notes sold in an “offshore transaction” within the meaning of
Regulation S will initially be represented by a Global Certificate.

The CMU, Clearstream, Luxembourg, Euroclear and, in relation fo any
Tranche, such other clearing system as may be agreed between the Issuer,
the Fiscal Agent and the relevant Dealer.

On or before the issue date for each Tranche, the Global Note
representing Bearer Notes or the Global Certificate representing
Registered Notes may be deposited with a common depositary for
Euroclear and Clearstream, Luxembourg or deposited with a sub-
custodian for the HKMA as operator of the CMU or deposited with a
depositary or sub-custodian for any other clearing system or may be
delivered outside any clearing system provided that the method of such
delivery has been agreed in advance by the Issuer, the Fiscal Agent and
the relevant Dealers. Registered Notes that are to be credited to one or
more clearing systems on issue will be registered in the name of, or in the
name of nominees or a common nominee for, such clearing systems.

Subject to compliance with all relevant laws, regulations and directives,
Notes may be issued in any currency agreed between the Issuer and the
relevant Dealers.

Subject to compliance with all relevant laws, regulations and directives,
any maturity, including for the avoidance of doubt, undated perpetual
Notes with no fixed maturity.

Definitive Notes will be in such denominations as may be specified in the
relevant Pricing Supplement, save that unless otherwise permitted by
then current laws and regulations, Notes (including Notes denominated in
sterling) which must be redeemed before the first anniversary of their
date of issue and in respect of which the issue proceeds are to be
accepted by the Tssuer in the United Kingdom or whose issue otherwise
constitutes a contravention of section 19 of the Financial Services and
Markets Act 2000 will have a minimum denomination of £100,000 or its
equivalent in other currencies).

Fixed interest will be payable in arrear on the date or dates in each year
specified in the relevant Pricing Supplement.

Floating Rate Notes will bear interest determined separately for each
Series as follows:

(i) on the same basis as the floating rate under a notional interest rate
swap transaction in the relevant Specified Currency governed by an




Zero Coupon Notes

Dual Currency Notes

Index Linked Notes

Interest Periods and
Interest Rates

Redemption and
Redemption Amounts

Redemption by
Tnstalments

Other Notes

Optional Redemption

agreement incorporating the 2006 ISDA Definitions, as published
by the International Swaps and Derivatives Association, Ine., as
amended, supplemented or replaced; or

(i) by reference to LIBOR or EURIBOR or HIBOR (or such other
benchmark as may be specified in the relevant Pricing Supplement)
as adjusted for any applicable margin.

Interest periods will be specified in the relevant Pricing Supplement.

Zero Coupon Notes may be issued at their nominal amount or at a
discount to it and will not bear interest,

Payments (whether in respect of principal or interest and whether at
maturity or otherwise) in respect of Dual Currency Notes will be made in
such currencies, and based on such rates of exchange as may be specified
in the relevant Pricing Supplement.

Payments of principal in respect of Index Linked Redemption Notes or of
interest in respect of Index Linked Interest Notes will be calculated by
reference to such index and/or formula as may be specified in the
relevant Pricing Supplement.

The length of the interest periods for the Notes and the applicable interest
rate or its method of calculation may differ from time to time or be
constant for any Series, Notes may have a maximum interest rate, a
minimum interest rate, or both. The use of interest accrual periods
permits the Notes to bear interest at different rates in the same interest
period. All such information will be set out in the relevant Pricing
Supplement.

The relevant Pricing Supplement will specify the basis for calculating the
redemption amounts payable. Unless permitied by then current laws and
regulations, Notes (including Notes denominated in sterling) which must
be redeemed before the first anniversary of their date of issue and in
respect of which the issue proceeds are to be accepted by the Issuer in the
United Kingdom or whose issue otherwise constitutes a contravention of
section 19 of the Financial Services and Markets Act 2000 must have a
minimum redemption amount of £100,000 (or its equivalent in other
currencies).

The Pricing Supplement issued in respect of each issue of Notes that are
redeemable in two or more instaiments will set out the dates on which,
and the amounts in which, such Notes may be redeemed.

Terms applicable to high interest Notes, low interest Notes, step-up
Notes, step-down Notes, reverse dual currency Notes, optional dual
currency Notes, partly paid Notes and any other type of Note that the
lssuer and any Dealer or Dealers may agree to issue under the
Programine will be set out in the relevant Pricing Supplement.

The Pricing Supplement issued in respect of each issue of Notes will state
whether such Notes may be redeemed prior to their stated maturity at the




Status of the Notes

Nepative Pledge
Events of Default

Cross Default

Ratings

Early Redempfion

Withholding Tax

Governing Law

Listing

Selling Restrictions

option of the Issuer (either in whole or in part) and/or the holders, and if
so the terms applicable to such redemption,

The Notes issued by the Issuer will constitute direct, unconditional,
unsubordinated and (subject to Condition 4) unsecured obligations of the
Issuer and will rank pari passu without any preference among themselves
and pari passu with all other present and future unsecured and
unsubordinated obligations of the Issuer other than any such obligations
as are preferred by law, all as further described in Condition 3.

See “Terms and Conditions of the Notes —- Negative Pledge”.
See “Terms and Conditions of the Notes — Events of Defauit”.

See the relevant sub-condition under “Terms and Conditions of the Notes
- Events of Default”.

The Programme is expected to be rated “(P)A1” by Moody’s and “A” by
S&P, Tranches of Notes will be rated or unrated. Where a Tranche of
Notes is to be rated, such rating will be specified in the relevant Pricing
Supplement.

A rating is not a recommendation to buy, sell or hold securities and may
be subject to suspension, reduction or withdrawal at any time by the
assigning rating agency.

Except as provided in “Optional Redemption” above, Notes will be
redeemable at the option of the Issuer prior to maturity only for fax
reasons. See “Terms and Conditions of the Notes — Redemnption, Purchase
and Options”.

All payments of principal and interest in respect of the Notes will be
made free and clear of withholding taxes of a Tax Jurisdiction, subject to
customary exceptions, all as described in “Terms and Conditions of the
Notes — Taxation”.

English law.

Application has been made to list the Notes issued under the Programme
on the HKSE. The Notes may also be listed on such other or further stock
exchange(s) as may be agreed between the Issuer and the relevant Dealer
in relation to each Series.

Unlisted Notes may also be issued,

The applicable Pricing Supplement will state whether or not the relevant
Notes are to be listed and, if so, on which stock exchange(s).

For a description of certain restrictions on offers, sales and deliveries of
Notes and on the distribution of offering material in the United States,
the European FEconomic Area, the United Kingdom, Hong Kong,
Singapore, the PRC and Japan, see “Subscription and Sale” below.




SUMMARY FINANCIAL INFORMATION

Following the completion of auditing the Bank’s consolidated financial statements tn accordance with
IFRS for the year ended 31 December 2012 by Deloitte Touche Tohmatsu, Certified Public Accountants,
Hong Kong, the Bank replaced Deloitte Touche Tohmatsu, Certified Public Accountants, Hong Kong with
PricewaterhouseCoopers as the Bank’s new auditor. The change of the Bank’s principal auditor is to
comply with the Measures for Financial Enterprises to Select and Employ Accounting Firms by Bidding
(ERO SRR PRI EINE (RUT) promulgated by MOF, which impose certain restrictions in
respect of the number of years of audit services that an accounting firm may continuously provide to
state-owned and stafe-controlled financial enterprises.

The summary historical financial information as at and for the years ended 31 December 2011 and 2012
set forth below are derived from the Bank’s audited consolidated statements as at and for the years ended
31 December 2011 and 2012, which have been audited by Deloitte Touche Tohmatsu, Certified Public
Accountants, Hong Kong. The summary historical financial information as at and for the year ended
31 December 2013 set forth below is derived from the Bank’s audited consolidated statements as at and
for the year ended 31 December 2013, which have been audited by PricewaterhouseCoopers.

Sunmmary historical financial information should be read in conjunction with the Bank’s audited
consolidated financial statements as at and for the years ended 31 December 2011, 2012 and 2013 and
the notes thereto, which are included from page F-2 of this Offering Circular. Such published
consolidated financial statements have been prepared in accordance with IFRS. The historical results do
nof necessarily indicate the expected results for any future period of the Bank.

Summary historical consolidated income statement

For the year ended 31 December

{in millions of CNY unless otheryise stated) 2011 2012 2013
TIEEEESE ETLCOTIIE & v v v v v v mm s mam s eemstnnsorasesastonsninsssssesasenasen 472,921 566,063 613,384
TIEETEST EXPEIISC « 4 vt v vee s et e s cme e netaamnaaeabaritasitarainaenesns {165,122) (224,184) (237,182)
Net interest iNCONMIE .. oo vt e irer e e eaieis et iarsaaemenasssrannrns 307,199 341,879 376,202
Net fee and commission INCOME .. vuir it ireeinrerarrarectsarisasrnarieas 68,750 74,844 83,171
OHHer NEE INCOMEY Lo ittt e e areaenaaretraintarstaaaersonsssnns 3,807 8,241 6,398
Operating iNCOIMIE L\ vuyvrre i an et iia s rars e asiiancarns 379,756 424,964 465,771
Operating Xpensest) L. . u.u s iirreeaaa i sy (157,330) (182,802} (198,607)
Impairment 1osses O ASSELS .o v vt e venrnirsriiroriae e (64,225) (54,235) {52,990)
Profif Belore €K .o oun ettt it ra i ta e e et ra e 158,201 187,927 214,174
TNCOMIE {AX EXPEINSE + vt v vevvn v tsaasemenanssanan et tastsasnsnsssassens (36,2435) (42,796) (47,963)
o I 31 1 | S T R R R R 121,956 145,131 166,211
Attributable 1o equity holders of the Bank .........oviiiiiiiinnnn 121,927 145,094 166,313
Attributable to non-controlling interests ..., e eiiaii i i 29 37 (104)
Other comprehensive income/{expense}, netof tax c..ovvovvvneiiiie s 3,142 (2,170} (22,196)
Total comprehensive INCOMIE . ... o nr e et ranees 125,098 142,961 i44,015
Attributable to equity holders of the Bank ........oooivuiiviiirierniieaiis 125,069 142,924 144,123
Attributable to non-controdling Interests . .....eviriaii et 29 37 (108)
Larnings per share

B LTI ToE (8] 2 ') P R M R 0.38 0.45 0.51
Notes:

(1) Other net income consists primarily of net trading gainf{foss), net gainf{toss) on financial instruments designated as at fair value

through profit or loss, net gain/(loss) on investraent sccurities and other net operating incomef{expense).

.
(2) Consists primarily of staff costs, geueral operating and administrative expenses, depreciation and amortisation and business tax

and surcharges.
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Summary historical consolidated statements of financial position

As at 31 December

(in mtilions of CNY uniess otherwise stated) 2011 20129 2013
Loans and advances 10 CUSIOMEIS, NEE . o v eyt e rcve it iianarsnnssnnarornasessss 5,410,086 6,153,411 6,902,522
Investment in securities and other financial assets, net} ... ... it 2,628,052 2,856,148 3,220,098
Cash and balances with central Banks ... vvurereerrcts i ineriernnaesnne 2,487,082 2,613,111 2,603,802
Deposits with banks and other financial INSHUIONS, MEL v v vn v e e aan i v aan 131,874 202,233 397,678
Placements with banks and other financial institufions,met ..........ooiviivs 212,683 223,380 308,655
Financiaf assets held under resale agreements ... ovieiiiiniiiaiienaea 529,440 814,620 737,052
OHET ASSEISB . . s s s i nam ettt e ey 278,360 321,439 392,295
TORAL ASSEES & oo vt ss s et aae et s nascassnas et ssasnnaenararnssssasn 11,677,577 13,244,342 14,562,102
Deposits fromh CUSIOMETS ..\ ouutivu v e e eaiousisararnausnareacnaatosuins 9,622,026 10,862,935 1,811,411
Deposits from banks and other financial institutions . .........oociiiinaen . 615,281 784,352 729,354
Placements from banks and other financial institutions ........ .. oo 108,955 149,721 174,363
Financial assets sold under repurchase agrecments ..o iiiiiiaarinrrenen 92,079 7,631 26,787
Dbt SeCURItICS ISSUBH v\ vt vt veeiaeeas s st rarsranesnnenaonsistanionssnnns 119,390 192,639 266,261
Borrowings from central bank ... oo o 50 66 104
Other THabiliiesB) . ottt it s e n bbb 470,008 495,644 709,285
Total Habilities . ..o veervrrreee et eraerairroaraenasetosrosasnainsenn 11,027,789 12,492,988 13,717,565
Paid-in share capital .. .....iitiernierinre e 324,794 324,794 324,794
s LT A S R R R 193,721 216,533 274,832
Retained earmings .. .ooveerneveeateaiaresnineneitats i iiianeaenores 131,086 208,488 243,482
Equity attributable {o equity holders .........oooiiiiiiiiieiinn 649,601 749,815 843,108
Non-Controlling IMLErests . ...vvvree e riauiiianaraci ettt eas 187 1,539 1,429
TOtA]l COUILY ot vver vt vttt eia i aaan e e e 049,788 751,354 844,537
Total equity and Habilities ........0oo oo iiiiiii 11,677,577 13,244,342 14,562,102
Notes:

{1) Investment in securities and otiier finaneial assets consist of financial assets at fair value through profit or loss (including

@

)]

1G]

(3

financial assets held for trading and financial assets designated as at fair value through profit or lass), available-fos-sale financial
assets, held-to-maturity investments and debt securities classified as receivables. Investment in securities and other financial
assets arc net of the related allowance for impairment losses of CNY822 million, CNY428 million and CNY941 million at
31 December 2011, 2012 and 2013, respectively.

Otlier asscts consists primarily of property and equipment, deferred tax assets, derivative financial assets, interests in associates

and joint ventures, and other assets.

Other liabilities consists of financial liabilities designated as at fair value through profit or loss, financial liabilities held for
trading, derivative financial liabilities, accrued staff costs, tax Habilities, deferred tax liabilities, dividends payable and other
liabilities,

Reserves consists of capital reserve, investment revaluation rescrve, surplus reserve, general reserve and forcign currency

translation rescrve,

The consolidated statement of financial position of the Bank for the year ended 31 December 2012 was derived from the Bank’s
audited consolidated financial statements for the year ended 31 December 2012. Balances of precious metals, other assets and
financial assets held for trading as at 31 December 2012 have been restated in the Bank’s audited consolidated financial
statements for the year ended 31 December 2013.
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Financial indicators

For the year ended 31 December

(in miliions of CNY unless otherwise stated) 2011 2012 2013
PROFITABILITY (%)

Return on average total assetst .. o i e e 1.11 1.16 1.20
Return on weighted average net assels® ... oo chiiiiaee 20,46 20,74 20.89
Netinterest Margin® ..o vn i it ir ey s 2.85 2.81 279
Netinterest spread .. ..ot iiii i s 2.73 2.67 2,65
Return on risk weighted assetst) ... .o oot e 1.91 2.01 1.83
Net fee and commission inconie to operating income . ... v ev et it 18.10 17.61 17.86
Cost Lo INCOME TAtION) | L .\ttt it e et ar i v araa s tas arsrarcareans 35.84 3705 36.80
DATA PER SHARE (CNY)

Basic eamnings PELShATE . . o v vttt ii i e e e 0,38 0.45 0.51
Net cash per share generated by operating activities . . ... ... ..oooveaens 0.69 0,98 0.10

As at 31 December

2011 2012 2013
ASSET QUALLTY (%)
Neon-performing loan ratiot ... .oooiiiiiiiiiii e 1.55 1.33 [.22
Allowance {0 non-performing foans® , .. ... iiiiii e 263.10 326.14 367.04
Allowance 10 total 10ans®) L. e 4.08 4,35 4.46
CAPITAL ADEQUACY (%)
Commoen Equity Tier 1 capital adequacy ratio!™® ... ...oiiiiiiiierienn N/A N/A 9.25
Tier 1 capital adequacy ratioll®) L. .. oo N/A N/A 9.25
Core capital adequacy ratioll® ... . i 9.50 9.67 N/A
Capital adequacy Tatioll® ... . e 11,94 12,68 11.86
Tolal equity to total assets Tatio ... ve v ei i e 5.56 5.67 5.80
Risk-weighted assets to total assets Tatio v...vvavin v iiiiiiiiiiiiiiines 54.71 54.48 62,25
DATA PER SHARE (CNY)
Net assets per share attributable to equity holders of the Bank ........... ... 2.00 231 2.60
Notes:

(1)} Calculated by dividing net profit for the year by the average balance of total assets at the beginning and the end of the year.

{2) Calculated in accordamce with the “Rules for the Compilation and Submiission of Information Disclosure by Companics that
Offer Securities to the Public No. 9 — Computation and Disclosure of Return on Net Assets and Earnings per Share” (Revision in
2010) issued by the C8RC. The Bank has no potential diluted otdinary shares.

(3) Calculated by dividing nct interest income by average balance of interest-carning assess by daily average basis over the year.

(4) Calculated as the difference between the average yield on interest-carning asscts and the average cost on interest-beariug

liabilities.

(5) Calculated by dividing net profit by risk-weighted assets at the end of the period {including adjusument to market risk capital},
and the risk-weighted assets are calculated in accordance with the relevant regulations of the CBRC,

(6) Caleulated by dividing operating expenscs {excluding business tax and surcharges) by operating income.

(1) Caleulated by dividing the balance of still nen-performing loans, defined above by total gross loans and advances 1o customers.
(%) Calcufated by dividing allowance for impairment losses on loans by balance of non-performing leans,

(9) Calculated by dividing atlowance For impairment losses on loans by total loans and advances to customers,

(10) Figures as at 31 December 2013 were calculated in accordance with the Capital Rules for Commercial Banks (Provisional) and
other relevant regulations, Figures as at 31 December 2011 and 2012 were calculated in accordance with the Rules for the

Management of Capital Adequacy Ratio of Commercial Banks and Other relevant regulations.
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Other financial indicators

Liquidity Ratio (%) ... ... ccoaiiiiiiiiiiiaiaes RMB
Foreign Currency
Loan-to-deposit ratio (%)} ..o RMB and Foreign
Currency
Percentage of loans to the largest single customer
(F0) L i
Percentage of loans to top ten customers (%) ...
Loan migeation ration (%) ... ... Normat
Special mention
Substandard
Doubtful
Notes:

As at 31 December

Regulatory

standard 2011 2012 2043
225 40.18 44.75 43.57
=25 154.66 161.78 114.95
<75 58.61 59.22 61.17
<10 2.80 3.59 333
1631 15.76 13.22
2.26 2,49 2.53
2.61 4.65 4.36
14.82 2179 37.24
5.41 4.96 8.62

(1) Calculated by dividing current assets by current liabilities in accordance with the relevant regulations of the CBRC, and based on

the data determined under the PRC GAAP.

(2) Calculated by dividing total loans and advances to customers by deposits from customers.

(3) Calculated by dividing loans to the largest customer by net capital base.

(4) Calculated by dividing loans {o top ten customers by net capitat base.

(5) Calculated in accordance with the refevant regulations of the CBRC by using domestic data.

Operating income by business segment

For the year ended 31 December

(in millions of CNY) 2011 2012 2013

Corporate BanKing ..« ..ot vuv ety e s 218,628 249,522 253,092
Retail DANKING. © o v v v v v e e s e s aauaiaraaa s eibt sianaan et ey 137,383 149,398 180,223
TIRASUEY OPETAEONS 4 4 vt rvr v m e s st o nain s an s case tratrnare et s 22,844 23,473 27,916
L T TR 1) CE R TR TR PERREEEEEREE R 901 2,51 4,540
1 IR R 379,756 424,964 465,17}

Key financial indicators of County Area Banking Business

Return on average total assets (o)D) ... oo iiiii e
Net fee and commission inceme to operating income (%) . ... .o o0 voviiviannn
Cost-to-income ratio ()2 ... o s
Loan-ta-deposit Tt (F6) - . v o oo nvvr e er v e e
Non-performing loan ratio (5603 . ... vuvu i e
Allowance to non-performing loans (%) . ... .ot i
Allowance tototal loans (965 .. et iin e e e

Notes:

As at and For the year ended 31 December

2011 2012 2013
...... 1.04 1.05 I.15
...... 17.07 15.98 15.70
...... 41.83 41.50 40.96
...... 43.64 44.97 41.34
...... 1.96 1.66 1.54
...... 241.78 315.99 352.85
...... 415 5.24 5.44

(1) Represents the net profit for the period as a perceniage of the average batance of total assets at the beginning and end of the

period. The net profit for the pericd represents a product of profit before tax multiptied by the difference between | and the

cffective income tax rate of the Bank. The average balance of total assets represents the average of the balance at the beginning

of the period and the balance at the end of the period.
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(2) Calculated by dividing total operating expenses (excluding business tax and surcharges) by operating income,

(3) Calculated by dividing the balance of non-performing foans and advances to customerss by total amount of leans and advances to

customers.
(4) Calculated by dividing allowance for impairment losses on loans and advances to customers by balancc of non-performing loans.

(5) Calculated by dividing allowance for impairment losses on loans and advances to cusiomers by total amount of loans and

advances to customers,
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RISK FACTORS

Prior to making any investment decision, prospective investors should consider carefully all of the
information contained in this Offering Circular, including the risks and uncertainties described below.
The Bank’s business, financial condition or results of operations could be materially adversely affected
by any of these risks, The Bank believes that the following factors may affect the Bank’s ability to fulfil
its obligations under the Notes. Additional considerations and uncertainties not presently known to the
Bank or which the Bank currently deems immaterial may also have an adverse effect on an investment in
the Notes. All of these factors are contingencies which may or may not occur and the Bank is not in a
position to express a view on the likelihood of any such contingency occurring.

Factors which the Bank believes may be material for the purpose of assessing the market risks associated
with the Notes are described below. The Bank believes that the factors described below represent the
principal risks inherent in investing in the Notes, but its inability to repay principal, pay interest (if any)
or other amounts or fulfil other obligations on or in connection with the Notes may occur for other
reasons and it does not represent that the statements below regarding the risks of holding the Notes are
exhaustive.

Risks relating to the Bank’s loan portfoelio

The Bank has a concentration of loans to certain regions, industries and customers, and if the
conditions of these regions or these industries, or the financial conditions of these cusitouers
deteriorate significantly, its asset quality, financial condition and results of operations may be
materially and adversely affected.

As at 31 December 2013, 38.1% of the Bank’s total loans and 43.8% of its non-performing loans
originated in Western, Central and Northeastern China. Although these regions may currently benefit
economically from favourable government policies, any of these economic policies may change in the
future and the implementation of such policies may not be as effective as the Bank anticipates, nor can
the Bank control or influence the change of such policies in these regions. A significant economic
downturn in any of these regions, or any inaccurate assessment or the Bank’s failure in the management
of the credit risks regarding borrowers who are located, or have substantial operations, in such regions,
whether due to changes in government policies or otherwise, may materially and adversely affect its asset
quality, financial condition and results of operations.

As at 31 December 2013, the Bank’s loans to China’s (i) manufacturing; (ii) transportation, logistics and
postal services; (iii) real estate; (iv) retail and wholesale and (v) production and supply of power, thermal
power, gas and water; represented 29.0%, 12.8%, 11.3%, 11.0% and 10.3% of its total corporate loans
outstanding, respectively. A significant downturn in any industry in which its loans are highly
concentrated may lead to a significant increase in non-performing loans, and may negatively affect the
level of new lending or refinancing of existing loans to borrowers in that industry, which may materially
and adversely affect its asset quality, financial condition and results of operations,

In addition, the Bank is exposed to the real estate market in China through, in particular, residential
mortgage loans and other loans secured by real property collateral. As at 31 December 2013, the Bank’s
residential mortgage loans represented 61.7% of its domestic retail loans outstanding. The PRC
government has imposed and may continue to impose macroeconomic control measures aimed at cooling
down the real estate market. For example, the State Council, the PBOC and the CBRC recently
announced a number of measures and notices which, among other things, limited the number of
residential properties that a PRC family can purchase, and raised the minimwin down payment percentage
to not less than 60% of the total property price while increasing the minimum interest rate of residential
mortgage loans to not less than 110% of the PBOC benchmark interest rate for the second residential
property purchased by a PRC family. As to cities where the prices of residential property are rising too
rapidly, the local PBOC authorities may further raise the minimum down payment percentage and interest
rate., Such measures may adversely affect the growth and quality of the Bank’s loans to the real estate
industey and the Bank’s residential mortgage loans.
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As at 31 December 2013, the Bank’s loans to its top ten customers totalled CNY142.1 billion, which
represented 2.0% of its total loan portfolio and 13.2% of its regulatory capital. The Bank’s loans to the
top ten customers were classified as performing. If any of the performing loans to the top ten customers
deteriorates or becomes non-performing, the Bank’s asset quality, financial condition and results of
operations may be materially and adversely affected.

Furthermore, the Bank also provides loans to SMEs and agriculture-related industries and customers. The
loans to SMEs and agriculture-related industries and customers are, compared to its other joans, generally
more vulnerable to the adverse impact of certain factors such as natural disasters and economic
slowdown. The Bank adopted a number of measures to manage these risks, such as imposing stricter
requirements on approving credit applications and charging higher interest rates, but there can be no
certainty that these measures will effectively reduce or eliminate the risks relating to such industries or
customers. If the Bank’s loans to SMEs and agriculture-related industries and customers deteriorate, its
asset quality, financial condition and results of operations may be materially and adversely affected.

If the Bank is unable to effectively maintain the quality of its loan portfolio, its financial condition and
results of operations may be materially and adversely affected.

As at 31 December 2011, 2012 and 2013, the Bank’s non-performing loan ratio was 1.55%, 1.33% and
1.22%, respectively and for the same periods, the Bank’s non-performing loans amounted to
CNY87.4 billion, CNY85.8 billion and CNY87.8 billion, respectively, Although its non-performing loan
ratio experienced a continued decrease in recent years, the Bank cannot assure you that it will be able to
maintain or lower its current non-performing loan ratio in the future or that the quality of its existing or
future loans and advances to customers will not deteriorate. The quality of the Bank’s loan porifolio may
deteriorate in the future due to various reasons, including factors beyond the Bank’s control, such as
restructuring of the PRC economy, overcapacity in certain industries, a slowdown in the PRC or global
economies due to the recent financial crisis, a relapse of the global credit crisis, adverse macroeconomic
trends in China and other parts of the world and the occurrence of natural disasters, all of which could
impair the ability of the Bank’s borrowers to service their outstanding debt. Infiation in China may cause
rising costs and negatively impact the profitability of the Bank’s corporate customers, which in turn may
lead to significant increases in the Bank’s allowance made for iinpaired loans. The actual or perceived
deterioration in creditworthiness of counterparties, declines in residential and commercial property
prices, higher unemployment rates and reduced profitability of corporate borrowers may also cause the
Bank’s asset quality to deteriorate and may lead to significant increases in allowance made for impaired
loans. Tf the Bank’s non-performing loans or the allowance made for impaired loans increase in the
future, the results of its operations and financial condition may be materially and adversely affected. In
addition, the sustainability of the Bank’s growth also depends largely on its ability to effectively manage
its credit risk and maintain or improve the quality of its loan portfolio. The Bank seeks to continuously
improve its credit risk management policies, procedures and systems. However, there can be no certainty
that the Bank's credit risk management policies, procedures and systems are effective or free from
deficiency. Failure of the Bank’s credit risk management policies, procedures and systems may result in
an increase in its non-performing loans and adversely affect the quality of its loan portfolio.

The Bank’s allowance for impairment losses may not be sufficient to cover the actual losses on its loan
portfolio in the future.

As at 31 December 2011, 2012 and 2013, the Bank’s allowance for impairment losses on loans was
CNY?229.8 billion, CN'Y280.0 billion and CNY322 billion, respectively. For the same periods, the ratio of
its allowance for impairment losses to total loans was 4.1%, 4.4% and 4.5%, respectively and the ratio of
its allowance for impairment losses to non-performing loans was 263.1%, 326.1% and 367.0%,
respectively. The allowance is based on the Bank's current assessment of, and expectations concerning,
various factors affecting the quality of its loan portfolio. These factors include, among other things,
borrowers’ financial condition, repayment ability and repayment intention, the realisable value of any
collateral, the ability of the guarantors of the borrowers to fulfil their obligations and the implementation
of the Bank’s credit policies, as well as China’s economy, macroeconomic policies, interest rates,
exchange rates, and legal and regulatory environments. Many of these factors are beyond the Bank’s
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control, and therefore its assessment and expectations on these factors may differ from future
developments. The adequacy of the Bank’s allowance for impairment losses depends on the reliable
application of its risk assessment system to estimate these potential losses, as well as its ability to
accurately collect, process and analyse the relevant statistical data. If the Bank’s assessment of, and
expectations concerning, the factors that affect the quality of its loan portfolio differ from actual
developments, if its assessment results prove to be inaccurate, or if its application of the assessment
systems or its ability to collect relevant statistical data proves to be insufficient, the Bank’s aliowance for
impairment losses may not be adequate to cover its actual losses and the Bank may need to make
additional provisions for impairment losses, which may reduce its profit and therefore materially and
adversely affect its asset quality, financial conditions and results of operations.

The collateral or guarantees securing the Bauk’s loans may net be sufficient, and it may be unable to
realise the full value of the collateral or guarantees in a tintely manner or at all.

A significant portion of the Bank’s loans is secured by collateral or gnarantees. As at 31 December 2013,
48.6% and 11.0% of its total loans were secured by mortgages and pledges, respectively, and 17.9% of its
total loans were secured by guarantees.

The pledged collateral securing the Bank’s loans includes, among other things, bond or equity securities.
The mortgages securing the Bank’s loans primarily comprise real properties and other assets located in
China. The value of the collateral securing its loans may significantly fluctuate or decline due to factors
beyond the Bank’s control, including macroeconomic factors affecting the economy of China. For
example, a downturn in China’s real estate market may result in a decline in the value of the real
properties securing the Bank’s loans to levels significantly below the outstanding principal and interest
balances of sich loans. Any decline in the value of such collateral may reduce the amounts the Bank can
recover from such collateral and increase its impairment losses.

The Bank’s policies require regular internal re-valuations of collateral. However, such policies may
not be implemented in a timely manner and, as a result, it may not ave updated valuation of such
collateral, which may adversely affect the accuracy of the assessment of its leans secured by such
collateral,

Some of the guarantees securing the Bank’s loans were provided by the borrowers’ affiliates. Such loans
and advances are generally not backed by collateral or sccurity interests other than guarantees. A
significant deterioration in the financial condition of a guarantor could significantly decrease the amounts
the Bank may recover under such guarantees. Moreover, it is subject to the risk that a court or other
judicial or government authorities may declare a guaraniee to be invalid or otherwise decline or fail to
enforce such guarantees. The Bank is therefore exposed to the risk that it may not be able to recover all
or any part of the amounts guaranteed in respect of its loans.

In China, the procedures for liquidating or otherwise realising the value of collateral in the form of
non-monetary assets may be protracted and it may be difficult to enforce claims in respect of such
collateral. As a result, it may be difficult and time-consuming for the Bank to take control of or liquidate
the collateral securing non-performing loans. For example, in accordance with the Directive on
Foreclosure of Mortgage on Residential Properties isswed by the PRC Supreme Court
(EFARREAN R EEATROE T E BIORE), effective from 21 December 2005, the PRC courts
cannot evict a borrower or his or her dependents from his or her principal residence during the six-month
grace period after a court approves its petition to foreclose. In addition, under certain circumstances, the
Bank’s rights to the collateral securing its Joans may have lower priority than certain other rights. For
example, according to the PRC Bankruptcy Law (P AR B AFEEAE), claims for the amount that a
company in bankruptcy owed to its employees prior to 27 August 2006, including salaries, medical
insurance claims and basic pension benefits, will have priority over the Bank’s rights to the collateral, if
not adequately provided for in accordance with liguidation proceedings.

The Bank’s inability to realise the full value of the collateral and guarantees securing its loans on a
timely basis may materially and adversely affect its asset quality, financia! condition or results of
operations.
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The Bank’s loan classification and provisioning policies may be different in cerfain respects Jrom
those applicable fo banks in certain other countries or regions.

The Bank classifies its loans using a five-category loan classification system in accordance with the
guidelines set forth by the PRC regulators. The five categories are normal, special mention, substandard,
doubtful and loss. The Bank assesses its loans for impairment, determines a level of allowance for
impairment losses and recognises any related provisions made in a year using the five-category
classification system. It performs such assessment, determination and recognition using the concept of
impairment under TAS 39. For its corporate loans classified as substandard or lower, it makes an
assessment on the impairment aliowance on an individual loan basis. For the performing corporate loans
and for all of the retail loans, it makes a collective assessment based on its historical loan loss
experience. The Bank’s loan classification and impairment provisioning policies may be different in
certain respects from those of banks incorporated in certain other countries or regions, As a result, the
Bank’s loan classification as well as its allowance for impairment losses may differ from those reported
by international banks incorporated in those countries or regions.

If the Bank does not maintain the growth of its loan portfolio, its business operations and financial
condition may be materinlly and adversely affected.

The Bank’s loans to customers, net of loan loss allowance, have grown significantly in the past few years,
increasing to CNY6,902.5 billion at 31 December 2013 from CNY5,410.1 billion at 31 December 2011,
The growth of its loan portfolio may be affected by various factors, such as China's macroeconomic
policies and capital constraints, The Bank’s loan portfolio experienced a significant increase in the first
half of 2009. This was in part attributable to the moderately loose monetary policy and the
implementation of the econoniic stimulus package of the PRC government. Since 2011, the growth rate of
the Bank’s total loan portfolio has maintained a relatively steady pace. Recently, the CBRC has been
actively pushing forward more stringent capital adequacy requirements which may further impact on the
growth of the loan portfolio. In the future, the growth rate of the Bank’s loan portfolio may continue to
slow down, or it may not grow or may even decline. In addition, in response to the constraints from the
amount of its regulatory capital, the Bank may adopt strategies to reduce its reliance on its loan portfolio
and expand its activities in other businesses that require relatively lower capital. Any of the foregoing
factors could impact the growth of its loan portfolio and thereby materially and adversely affect its
business, business prospects, financial condition and results of operations.

Deterloration in the debt repayment abilities of local government financing vehicles of which the Bank
extended loans fo, may materially and adversely affect the Bank’s asset quality, financial condition
and results of operations.

Loans extended to local government financing vehicles have been a part of the loan portfolio for China’s
commercial banks. According to the CBRC, local government financing vehicles consist primarily of
government-led vehicles and vehicles whose shares are controlled by the government. These vehicles
primarily engage in financing activities wholly or partially supported by the direct or indirect repayment
commitments or direct or indirect guarantees from local governments, to provide support to various
infrastructure development and quasi-public interest government investment projects. The Bank extends
loans primarily to local government financing vehicles for transportation and urban development as well as
those vehicles relating to land reserve centres, economic development zones, industry parks or state asset
management companies. Within China’s administrative division system, the recipients of these loans
generally rank at or above the district city level. The Bank targets its loans to local government financing
vehicles mainly to China’ economically developed areas, including the Yangtze River Delta, Pearl River
Delta and Bohai Rim regions. The majority of its loans to local government financing vehicles are backed
by mortgages, pledges or guarantees and have remaining maturities of five years or less,

Recently, with the aim of reinforcing the risk management of loans to local government financing
vehicles, the State Council, the CBRC and the PBOC, along with several other PRC regulatory authorities
promulgated a series of notices, guidelines and other regulatory documents to direct PRC banks and other
financial institutions to optimise and strengthen their risk management measures regarding their loans to
local government financing vehicles. While the Bank has taken various measures to reduce the risks of
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default such as setting clear thresholds for its Joans to local government financing vehicles and enhancing
the mortgages and guarantees on such loans, unfavourable developments in macroeconomic conditions,
adverse changes to state policies, adverse changes to the financial condition of local governments or
other factors may adversely affect the debt repayments of these financing vehicles, which may in turn
materially and adversely affect the Bank’s asset quality, financial condition and resuits of operations.

Risks relating to the Bank’s business
The Bank faces certain risks relating to its recently implemented operational reform initiatives.

The Bank continues to develop and implement a number of operational reform initiatives in an effort to
become more competitive and customer-oriented, including those relating to re-engineering its business
process and organisational structure, For example, (i) the Bank has revamped its corporate banking
products and services, targeting growth in value-added products and services such as asset management,
bancassurance and investment banking business; (ii) it has prioritised the development of retail banking
business, through implementing operational reform of branch outlets, streamlining business procedures
and increasing investments in the distribution channels and IT system; and (iii) it has focused on product
innovations in order to achieve greater customer satisfaction.

Although the Bank’s operational reform initiatives have contributed to its financial results in recent
years, it may face certain risks relating to the implementation of these initiatives and there can be no
assurance that the Bank will be able to achieve the results it expects in the future due to a nunber of
factors, including:

. it may not have sufficient experience or expertise to successfully manage and continue
implementing these operational reform initiatives;

. it may not have sufficient and effective management systemns and information technology system to
support the implementation of these operational reform initiatives according to its contemplated
schedule or at all; and

. changes in government policies or banking regulations may adversely affect the schedule for
implementing, or the Bank’s ability to implement, these operational reform initiatives.

If the Bank does not successfully implement all or any of these reform initiatives or, if implemented,
these initiatives do not achieve the intended benefits or within its schedule, its business, results of
operations and financial condition may be adversely affected.

Moreover, these operational reform initiatives may expose the Bank to additional risks. Accordingly, if it
is unable to manage risks associated with its initiatives to transform its business, the Bank’s business
prospects, financial condition and results of operations could be adversely and materialty affected.

The Bank’s focus en the growth of its County Area Banking Business and its relafed initiatives expose
if to increased risks that may materially and adversely affect ifs business.

The County Area Banking Business is an important component of the Bank’s business. Its initiatives in
the County Areas are designed to further increase the penetration of its products and services into these
areas. Historically, the County Area Banking Business has generally presented relatively higher risks and
lower returns than the banking business in the Urban Areas. The Bank’s significant banking portfolio and
initiatives in the County Areas expose it to higher risks, including: (i) risks that its provisions for
impairment losses on loans may be higher than anticipated due to the limited financial capacity of its
customers in the County Areas or otherwise; (ii) revenues from its County Arca Banking Business may be
lower than anticipated; (iii) if the actnal development of the County Area banking market differs from its
anticipation, the Bank may not be able to derive the return as anticipated from its increased allocation of
resources to its County Area Banking Business; (iv) natural disasters and global climate changes may
adversely affect the business operation and financial condition of certain of its customers who may not be
able to service their obligations owed to it; and (v) the Bank’s extensive branch network in the vast
County Areas may represent challenges to its operations. The Bank’s growing County Area Banking
Business presents an increased challenge to its management skills, risk control capabilities and
information technology systems.
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In addition, many of the Bank’s initiatives in respect of the County Area Banking Business are
unprecedented, and there can be no certainty that such initiatives will be successful or achieve the results
anticipated. For example, the Bank is implementing a pilot programme at eight selected tier-1 branches in
Sichuan, Fujian and other provinces to set up a business division dedicated to its County Area Banking
Business in the respective regions. This initiative is unprecedented in China and the Bank may not be
able to achieve the results anticipated or within its schedule. If any of the Bank’s initiatives in respect of
the County Area Banking Business does not achieve the results anticipated, its County Area Banking
Business, its overall business, results of operations and financial condition may be materially and
adversely impacted.

Furthermore, certain governmental policies and guidelines relating to the Bank’s County Area Banking
Business impose constraints on its operations. For example, on 23 April 2009, the CBRC issued the
Guideline to Agricultural Bank of China’s County Area Banking Division Reform and Regulations
HERA ST =R SRR SR UEREERT), or the Guideline. The Guideline, which was further revised
on 29 December 2010, has imposed requirements on its County Area Banking Business, including its
organisation structure, operation inechanism and performance review. The Bank’s efforts to comply with
the requirements of the Guideline may affect its business strategies, as well as its ability to optimise the
resource allocation and customer selection, which may adversely affect its profitability in the near-and
medium-term. In the past, there have been instances where the ratios of the Bank’s assets and liabilities in
its County Area Banking Business to its total assets and liabilities and its cost-to- income ratio in the
County Area Banking Business did not meet the requirements of the Guideline. Although the Bank has not
been subject to any regulatory actions for such non-compliance, there can be no certainty that it will not be
subject to any regulatory actions in the future for its past non-compliance. In addition, it cannot assure you
that it will be able to meet all regulatory requirements relating to its County Area Banking Business,
including the requirements of the Guideline, in the future due to changes of these requirements or
otherwise, or that it will not be subject to sanctions as a result. If any of the above circumstances occurs, the
reputation, business, results of operations and financial condition of the Bank may be materially and
adversely affected,

If the Bank is not effective in implementing enhanced risk management and internal control policies
and procedures and introducing certain information technology systems to assist with ifs risk
management and internal control, its business and prospects may be materially and adversely affected.

The Bank has in the past suffered from credit-quality problems, lapses in credit approval and control
processes, internal control deficiencies and operational problems as a result of weaknesses in its risk
management controls. The Bank has significantly enhanced its risk management and internal control
policies and procedures in recent years in an effort to improve its risk management capabilities and
enhance its internal control, However, there can be no certainty that the Bank’s risk management and
internal control policies and procedures will adequately control, or protect it against, all credit and other
risks. Some of these risks are yet to be identified by the Bank, and may be unforeseeable or higher than
what it originally expected or the historical level. In addition, given the short history of certain aspects of
its risk management and internal control policies and procedures, the Bank will require additional time to
implement these policies and procedures and fully measure the impact of, and evaluate the compliance
with, these policies and procedures. Moreover, the Bank's staff will require tine to adjust to these
policies and procedures and it cannot assure you that its employees will be able to consistently comply
with or correctly apply these policies and procedures.

The Bank’s risk management capabilities are limited by the information, tools or technologies available to
it. For example, it may not be able to effectively monitor credit risk due to limited information resources or
tools. In recent years, the Bank has introduced or refined certain risk management tools and systems to
assist it in better managing risks, including the internal credit rating system, the assets and liabilities
management system, the internal funds transfer pricing system, the treasury trading and risk management
system and CMS. These systems aim at enhancing the Bank's ability to use quantitative measures to
manage risks. However, its ability to operate such systems and to monitor and analyse the effectiveness of
such systems is still subject to continuous testing. The Bank is also still in the process of further developing
information systems to manage certain aspects of risk management, such as automated systems for the
collection of certain information relating to connected party transactions and group lending.
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If the Bank is not effective in improving its risk management and internal control policies, procedures
and systems, or if the intended results of such policies, procedures or systetns are not achieved in a
timely manner, its asset quality, business, financial condition and results of operations may be materially
and adversely affected.

The Bank’s expanding range of products, services and business activifies exposes it fo new risks.

The Bank has been increasing its product development efforts and expanding the range of its products
and services to meet the needs of its customers and to enhance its competitiveness.

Expansion of its business activities exposes the Bank to a number of risks and challenges, including:

. insufficient experience or expertise in certain new products and services, which may prevent it from
effectively competing in these areas;

. imitation or replication of its new products and services by its competitors;
P

. failure of its new products and services to be accepted by its customers or meet the expected
targets;

. inability to hire additional qualified personnel or to hire personnel on commercially reasonable
terms;

. insufficient financial, operational, management and other human resources to support its expanded
range of products and services;

. inability to obtain regulatory approvals for its new products or services; and

. unsuccessful attempts to enhance its risk management and internal control capabilities and
information technology systems to support a broader range of products and services.

If the Bank is not able to successfully expand into or grow new products, services and related business
areas due to these risks or to achieve the intended results with respect to the new products and services,
its business, financial condition and results of operations may be materially and adversely affected.

The Bank may face difficulties in meeting regulatory requirements relating to capital adequacy.

The Bank is required by the PRC Commercial Banking Law and the rules promulgated by the CBRC to
mainfain a minimum core capital adequacy ratio of 4% and a minimum capital adequacy ratio of 8%, and
under the Capital Rules for Commercial Banks (Provisional), the Bank’s minimum CET I capital
adequacy and Tier | capital adequacy ratio are 5% and 6%, respectively. As at 31 December 2011, 2012
and 2013, the Bank’s consolidated core capital adequacy ratios were 9.50%, 9.67% and 9.81%,
respectively, and its consolidated capital adequacy ratios were 11.94%, 12.61% and 12.57%, respectively.
In accordance with the Capital Rules for Commercial Banks (Provisional), the CET 1 capital adequacy
ratio, Tier 1 capital adequacy ratio and capital adequacy ratio were 9.25%, 9.25% and 1 1.86%,
respectively, as at 31 December 2013. Although these capital adequacy ratios were in compliance with
the applicable PRC requirements, certain developments could affect the Bank’s ability to satisfy
applicable capital adequacy requirements in the future.

In recent years, CBRC has issued several regulations and guidelines governing capital adequacy
requirements applicable to commercial banks in the PRC. Currently, CBRC is actively pushing forward the
implementation of Basel III. In April 2011, CBRC promulgated the Guideline Concerning the
Implementation  of  New  Regulatory  Standards  for the PRC Banking  Industry
(A P A S B BT BB AR MR R ) to clawify the direction for future regulations and the requirement
for prudent regulatory requirements. On 7 Jume 2012, the CBRC promulgated the Capital Rules for
Commercial Banks (Provisional), which came into effect on 1 January 2013. The Capital Rules for
Commercial Banks (Provisional) clarified and refined the categorisations and methods of measurement in
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respect of the capital instruments of commercial banks. According to the Capital Rules for Commercial
Banks (Provisional), the regulatory requirements on the capital adequacy ratio of commercial banks shall
cover the requirements on the minimum capital, reserve capital and counter-cyclical capital, additional
capital for systematically important banks, as well as second pillar capital, which shall be reached by
commercial banks by the end of 2018. In order to smoothly implement the Capital Rules for Commercial
Banks (Provisional), on 30 November 2012, the CBRC promulgated the Notice of Transitional Arrangement
for the Implementation of the Regulation Governing Capital of Commercial Banks (Provisional)
CHRBEFERINE (RiETRREREE GUT ) REMZIHBZHEER)  (the  “Notice  of
Transitional Arrangement”), pursuant to which commercial banks shall reach the minimum capital
requirement by 1 January 2013. Within the transitional period for reaching required targets, the Capital
Rules for Commercial Banks (Provisional) and the Notice of Transitional Arrangement require commercial
banks fo formulate and implement feasible plans for reaching capital adequacy ratio targets step by step,
and submit the same to the CBRC for approval. Given the requirement of capital adequacy ratio under the
Capital Rules for Commercial Banks (Provisional), the Bank’s capital adequacy may be substantially
affected. Although the Bank is currently in compliance with the requirement for capital adequacy, new
requirements and regulations may adversely affect the Bank’s compliance with capital adequacy ratios, and
it is possible that the Bank may face difficulties in meeting the requirement of the regulations regarding
capital adequacy.

In addition, some regulatory developments may affect the Bank’s ability to continually comply with
capital adequacy requirements, including the raising of minimum capital adequacy ratios by CBRC and
the changes in calculations of capital adequacy ratios by CBRC. If any of these circumstances occurs, the
Bank may be unable to comply with the regulatory requirements of CBRC.

There can be no assurance that the Bank will be able to meet these requirements in the future at all times
and any failure to meet these requirements may have a material and adverse effect on the Bank's
business, financial condition and results of operations.

In order to support its steady growth and development, the Bank may need to raise more capital to ensure
that its capital complies with or exceeds the minimum reguiatory requirement. In its future plans to raise
capital, the Bank may sell any share securities that can contribute towards core capital or any debt
securities that can contribute towards supplementary capital. The Bank’s capital-raising ability may be
restricted by the Bank’s future business, financial condition and results of operations, the Bank’s credit
rating, necessary regulatory approvals and overall market conditions, including Chinese and global
economic, political and other conditions at the time of capital raising.

The Bank may not be able to detect and prevent fraud or other misconduct comutitted by its employees
or third parties.

Fraud and other misconduct by employees or third parties may be difficult to detect and prevent and
could subject the Bank to financial losses and sanctions imposed by governmental authorities as well as
seriously harm its reputation. Types of misconduct by the Bank’s employees in the past have included,
among other things: improper extension of credit, unauthorised business transactions, business process in
breach of the Bank’s internal policies and procedures, inappropriate accounting treatinent, theft,
embezzlement or misappropriation of customer funds, fraud, and bribery.

Types of possible misconduet by third parties against the Bank may include, among other things, fraud,
theft and robbery. Types and incidents of fraud and other misconduct by employees or third parties
against the Bank may go beyond those detected in the past. In addition, the Bank’s employees may
commit errors or take improper actions that could subject the Bank to financial clains as well as
regulatory actions. As at 31 December 2013, the Bank had 23,547 domestic branch outlets, with a totat of
478,980 employees!. There can be no certainty that all of the employees of the Bank will comply with its
risk management and internal control policies and procedures.

1 The Bank had additional contracted employees of 34,770
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Although the Bank has increased its efforts to detect and prevent employee and third-party fraud or other
misconduct, it is not always possible to detect or prevent such activities, and the precautions it takes may
not be effective in all cases. There can be no certainty that fraud or other misconduct, whether involving
past acts that have gone undetected or future acts, will not have a material adverse effect on the
reputation, results of operations and business prospects of the Bank,

The Bank or its customers may engage in certain traunsactions in or with countries or persons that are
the subject of U.S. and other sanctions.

U.S. law generally prohibits U.S. persons from directly or indirectly investing or otherwise doing
business in or with certain countries (such as Iran, Cuba, the Sudan, North Korea and others) and with
certain persons or businesses that have been specially designated by the OFAC or other U.S, government
agencies. Other governments and international or regional organisations also administer similar economic
sanctions.

While the Bank does not believe that it is in violation of any applicable sanctions and the proceeds of the
issue of the Notes is not intended to be used in violation of sanctions, if it were determined that
transactions in which it participates violate U.S, or other sanctions, it could be subject to 1.8, or other
penalties, and its reputation and future business prospects in the United States or with U.S. persons, or in
other jurisdictions, could be adversely affected.

If the Bank fails to maintain the growth rate in its customer deposits or If there is a significant
decrease in customer deposits, its business operafions and liquidity may be materially and adversely
affected.

Customer deposits are the Bank’s primary source of funding. From 31 December 2011 to 31 December
2013, its average balance of deposits grew from CNY9,187.5 billion to CNY11,170.8 billion, and its
domestic retail deposits grew from CNY5,626.1 billion to CNY6,923.6 billien. However, many factors
affect the growth of deposits, some of which are beyond the Bank’s control, such as economic and
political conditions, availability of investment alternatives and retail customers’ changing perceptions
toward savings. For example, with the continuing development of China’s capital markets, customers of
the Bank may reduce their deposits and increase their investment in securities for a higher return,

If the Bank fails to maintain the growth rate in its deposits or if a substantial portion of its depositors
withdraw their deposits or do not roll over their time deposits upon maturity, the Bank’s liquidity
position, financial condition and results of operations may be materially and adversely affected. In such
event, the Bank may need to seek more expensive sources of funding and there can be no assurance that it
will be able to obtain additional funding on commercially reasonable terms as and when required. The
Bank’s ability to raise additional funds may be impaired by factors over which it has little or no control,
such as deteriorating market conditions, severe disruptions in the financial markets, or negative outlooks
for the industries to which it has significant credit exposure.

The business of the Bank is highly dependent on the proper functioning and improvement of ifs
information technology systems.

The Bank depends on its information technology systems to process transactions on an accurate and
timely basis, and to store and process its business and operating data. The proper functioning of the
Bank’s financial control, risk management, credit analysis and reporting, accounting, customer service
and other information technology systems, as well as the communication networks between its branches
and main data processing centres, is critical to its business and ability to compete effectively. The Bank’s
disaster recovering testing centre in Beijing provides backup for its Shanghai data centre and could be
used in the event of a catastrophe or a failare of its core production system. The Bank is in the process of
establishing a backup data centre in Beijing, which is designed to further enhance its backup and disaster
recovery capabilities. It has also established alternative communication networks where available.
However, its business activities would be materially disrupted if there is a partial or complete failure of
any of the iuformation technology systems or communication networks. Such failure can be caused by a
variety of reasons, including natural disasters, extended power outages, breakdown of key hardware
systems and computer viruses. The proper functioning of the information technology systems of the Bank
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also depends on accurate and reliable data input and other sub-system installation, which are subject to
human errors. Any failure or delay in recording or processing its transaction data could subject it to
claims for Iosses and regulatory fines and penalties.

In particular, the secure transmission of confidential information is critical to the Bank’s operations. Its
networks and systems may be vulnerable to unauthorised access and other security problems. There can
be no assurance that its existing security measures will prevent unforeseeable security breaches,
including break-ins and viruses, or other disruptions such as those caused by defects in hardware or
software and errors or misconduct of operators. Persons that circumvent the security measures could use
the Bank’s or its clients’ confidential information wrongfully. Any material security breach or other
disruptions could expose the Bank to risk of loss and regulatory actions and harm its reputation.

The competitiveness of the Bank will to some extent depend on its ability to upgrade its information
technology systems on a timely and cost-effective basis. In addition, the information available to and
received by it through the existing information technology systems may not be timely or sufficient for the
Bank to manage risks and prepare for, and respond to, market changes and other developments in the
current operating environment. Any substantial failure to improve or upgrade the inforination technology
systems effectively or on a timely basis could materialty and adversely affect the competitiveness, results
of operations and financial condition of the Bank.

The Bank is subject to credif risk with respect (o certain aff-balance sheet commitnents.

In the normal course of its business, the Bank makes commitments which, under applicable accounting
principles, are not reflected as liabilities on the balance sheet, including bank acceptances, loan
commitments, guarantees and letters of credit to guarantee the performance of the customers, The Bank is
subject to credit risk on its off-balance sheet comimitments because these commitments nay need to be
fulfilled by it in certain circumstances. If the Bank is unable to recover payment from its customers in
respect of the commitments that it is called upon to fulfil, the financial condition and results of
operations of the Bank could be adversely affected.

The Bank does not possess the relevant land use right certificates or building ownership certificates for
some of its properiies, and it may be required to seek alternative premises for some of the offices or
business sites due to the landlords’ lack of relevant title cerfificates.

The Bank currently holds certain properties for which it does not have the relevant land use right
certificates or building ownership certificates. The Bank is in the process of applying for the relevant
land use rights and building ownership certificates that it has not yet obtained and it plans to cooperate
closely with the local land and property management autherities to expedite such applications. The Bank
has taken steps to rectify certain title defects. However, it may not be able to obtain certificates for all of
these properties due to title defects or for other reasons. There can be no assurance that the ownership
rights of the Bank would not be adversely affected in respect of properties for which it was unable to
obtain the relevant title certificates. If the Bank was forced to relocate any of the operations it conducts
on the affected properties, it may incur additional costs as a result of such relocation.

in addition, the Bank leases certain properties from lessors who were not able to provide the title
certificates or documents evidencing the authorisation or consent of the owners of such properties. As a
result, the leases may be invalid. In addition, there can be no assurance that the Bank would be able to
renew its leases on terms acceptable to it upon their expiration. If any of the leases is terminated as a
result of challenges by third parties or if the Bank fails to renew them upon expiration, it may be forced
to relocate affected branches and sub-branches and incur additional costs agsociated therewith, and the
business, financial condition and results of operations of the Bank may be adversely affected.

The Bank is subject to various PRC and overseas regulatory requirements, and its failure to fully
comply with such requirements, if any, could materially and adversely affect its business, reputation,
financial condition and resulls of operations.

The Bank is subject to the regulatory requirements and guidelines set forth by the PRC regulatory
authorities. Its overseas branches, subsidiaries and representative offices are subject to local laws and
regulations as well as to local regulatory authorities.
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The PRC regulatory authorities include the MOF, PBOC, CBRC, CSRC, CIRC, SAT, NAQ, SAIC and
SAFE. These regulatory authorities carry out periodic supervision and spot checks of the Bank’s
compliance with laws, regulations and guidelines.

The Bank is subject to various PRC and overseas regulatory requirements, and the PRC and overseas
regulatory authorities conduct periodic inspections, examinations and inquiries in respect of its
compliance with such requirements. On occasion it has failed to meet certain requirements and guidelines
set by the PRC regulatory authorities, or it was found to have violated certain regulations. In addition, the
Bank has in the past been subject to fines and other penalties for cases of its non- compliance. There can
be no assurance that it will be able to meet all the applicable regulatory requirements and guidelines, or
comply with all the applicable regulations at all times, or that it will not be subject to sanctions, fines or
other penalties in the future as a result of non-compliance. If sanctions, fines and other penalties are
imposed on the Bank for failing to comply with applicable requircments, guidelines or regulations, the
business, reputation, financial condition and results of operations of the Bank may be materially and
adversely affected.

The Bank may not be able to detect money-laundering and other illegal or improper activities fully or
ont a timely basis, which could expose it to additional liability and harm its business or reputation.

The Bank is required to comply. with applicable anti-money-laundering and anti-terrorism laws and other
regulations in the PRC, Hong Kong, Singapore and other jurisdictions where it has operations. These
laws and regulations require it, among other things, to adopt and enforce “know-your-customer” policies
and procedures and to report suspicious and large transactions to the applicable regulatory authorities in
different jurisdictions. The Bank has in the past been subject to administrative fines and penalties
imposed by regulatory agencies in the PRC for, among other things, incidents of non-compliance with the
PRC anti-money-laundering rules, including, for example, failure to report large or suspicious
transactions. While it has adopted policies and procedures aimed at detecting and preventing the use of
its banking networks for money-laundering activities and by terrorists and terrorist-related organisations
and individuals generally, such policies and procedures may not completely eliminate instances where it
may be used by other parties to engage in money-laundering and other illegal or improper activities due
to, in part, the short history of these policies and procedures. To the extent it may fail to fully comply
with applicable laws and regulations, the relevant government agencies to whoin the Bank reports have
the power and authority to impose fines and other penalties on the Bank. In addition, the business and
reputation of the Bank could suffer if customers use it for money- laundering or illegal or improper
purposes,

The uncertainties in the global economy, the global financial market and, in particalar, in China conld
materially and adversely affect the financial condition and results of operations of the Bank.

Emerging from the peak of the global financial crisis, some countries started to withdraw the stimulus
packages previously executed and implement more moderate monetary policies, China started to
withdraw its economic stimufus plan implemented during the financial crisis and returned to its normal
policy direction. The PRC government implemented stricter controlling measures on the real estate
market, regulated the local government financing vehicles, cancelled the export tax refund policies for
certain commaodities and restarted the reform of Renminbi exchange rate.

Currently, the employment, credit and property market conditions of developed economies are still
unstable. The status of the global economy therefore remains uncertain and such uncertainties in the
global economy together with uncertainties in China’s economy may adversely affect the Bank’s
financial condition and results of operations in many ways, including, among other things:

. during a period of economic slowdown, there is a greater likelihood that more of the Bank’'s
customers or counterparties could become delinquent in respect of their loan repayments or other
obligations (o the Bank, which, in turn, could result in a higher level of non-performing loans,
allowance for impairment losses and write-offs, all of which would adversely affect its results of
operations and financial condition;
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. the increased regulation and supervision of the financial services industry in response to the
financial crisis in certain jurisdictions where the Bank operates may restrict its business flexibility
and increase the compliance costs, which may adversely affect its business operations;

. the value of the Bank’s investments in the debt securities issued by overseas governments and
financial institutions may significantly decline, which may adversely affect its financial condition;

. the Bank’s ability to raise additional capital on favourable terms, or at all, could be adversely
affected; and

. trade and capital flows may further contract as a result of protectionist measures being introduced in
certain markets, which could cause a further slowdown in economies and adversely affect the
Bank’s business prospects.

There can be no assurance that China’s economy or the global economy will maintain sustainable growth.
If further economic downturn occurs or comtinues, the business, results of operations and financial
condition of the Bank could be materially and adversely affected.

The Bank may be involved in legal and other disputes from time to time arising out of its operations
and may face potential liabilities as a resull.

The Bank is often involved in legal and other disputes for a variety of reasons, which generally arise
because it seeks to recover outstanding amonnts from berrowers or because customers or other claimants
bring actions against it. The majority of these cases arise in the ordinary course of the Bank’s business.
Where the Bank assesses that there is a probable risk of loss, it is the Bank’s policy to make provisions
for the loss. The Bank has made provisions with respect to pending legal proceedings and other disputes
against it.

However, there can be no assurance that the judgments in any of the litigation in which the Bank is
involved would be favourable to it or that its litigation provisions are adequate to cover the losses arising
from legal proceedings or other disputes. In addition, if the Bank’s assessment of the risk changes, its
view on provisions will also change. Tt is expected that the Bank will continue to be involved in various
legal and other disputes in the future, which may subject it to additional risks and losses. These disputes
may relate to, among others, the amount of the unpaid obligations of the relevant borrowers, the terms for
such borrowers to perform their obligations and the application of statute of limitations. In addition, the
Bank may have to advance legal costs associated with such disputes, including fees relating to appraisal,
notarisation, auction, execution and counsel’s legal services. These and other disputes may lead to legal,
administrative or other proceedings and may result in damage to the reputation of the Bank, additional
operational costs and a diversion of resources and management’s attention from its core business
operations. There can be no assurance that the outcome of future or current disputes or proceedings will
not materially and adversely affect the business, reputation, financial condition and results of operations
of the Bank.

The Bank is subject to counterparty risks in its derivalive transactions.

The Bank acts primarily as an intermediary in domestic and international foreign exchange and derivative
markets, and it currently has foreign currency forward and swap arrangements and interest rate swap
arrangements with a number of domestic and international banks, other financial institutions and other
entities. While the Bank believes that the overall credit quality of its counterparties is satisfactory, there
can be no assurance that the Bank’s counterparties with significant exposures will not face difficulty in
paying the amounts on derivative contracts when due, which may result in financial losses to the Bank.

The Bank’s major shareholders have the ability to exercise significant influence over it

As at 31 December 2013, the Bank’s major shareholders, the MOF and Huijin, own approximately 39.2%
and 40.3%, respectively, of its outstanding shares. In accordance with the Articles of Association and
applicable laws and regulations, the MOF and Huijin will have the ability to exercise a controiling
influence over the business of the Bank, including wmatters relating to:

. the timing and amount of the distribution of dividends;
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. the issuance of new securities;

. the election of the Bank’'s directors and supervisors;

. the Bank’s business strategies and policies;

. any plans relating to mergers, acquisitions, joint ventures, investments or divestitures; and
. amendments to the Articles of Association.

The interests of the MOF and Huijin may conflict with the interests of the Bank. In addition, since the
MOF is a ministry of the State Council and Huijin is a wholly state-owned limited Hability company
formed under the PRC law, they have strong interests in the successful implementation of the economic
or fiscal policies enacted by the PRC government, which policies may not be in the best interest of the
Bank.

The Bank has expanded its business in jurisdictions otler than the PRC, which has increased the
complexity of the risks that it faces.

Tn recent years, the Bank has taken actions to expand its operations outside mainland China. As at
31 December 2013, it had seven overseas branches in Hong Kong, Singapore, Seoul, New York, Dubai,
Tokyo and Frankfurt and representative offices in Sydney, Vancouver and Hanoi. During 2013, the
Bank’s Dubai branch, Tokyo branch and Frankfurt branch commenced operation. The Bank has received
approvals for its applications for the establishment of Hanoi branch, Luxembourg branch and Vancouver
branch (approval obtained in January 2014).

The expansion into multiple jurisdictions outside of China exposes the Bank to a new variety of
regulatory and business challenges and risks and has increased the complexity of risks in a nunber of
areas, including currency risk, interest rate risk, regulatory and compliance risk, reputational risk and
operational risk. Adverse market conditions in these overseas jurisdictions may result in mark-to-market
and realised losses on the investment assets held by the overseas branches and increase their cost of
funding. Furthermore, despite the Bank’s best efforts to comply with all applicable regulations in all the
jurisdictions in which it operates, there may be incidences of failure to comply with the regulations in
certain jurisdictions. Overseas regulators may bring administrative or judicial proceedings against the
Bank or its employees, representatives, agents and third party service providers, which could result,
among other things, in suspension or revocation of one or more of its licenses, cease and desist orders,
fines, civil penalties, criminal penalties or other disciplinary actions. In addition, the regulatory changes
in various jurisdictions, including those in which it has or plans to have operations could have an adverse
impact on the Bank’s growth, capital adequacy and profitability. If the Bank is unable to manage the risks
resulting from its expansion outside mainland China, its business, reputation, financial condition and
results of operations mnay be adversely affected.

Risks relating to the banking industry in China

The Bank faces infense competition in China’s banking industry as well as competition from
alternative corporate finencing and investment chanuels.

The Bank is facing competition from other commercial banks and financial institutions in both the Urban
Areas and the County Areas. It competes primarily with other Large Commercial Banks, National Joint
Stock Commercial Banks, city commercial banks and foreign banks in China.

Certain of these banks may have more established presence in certain areas and more financial,
management and technology resources than the Bank does. In the County Areas, the Bank competes
primarily with other Large Commercial Banks, rural credit cooperatives and the Postal Savings Bank of
China. Some of these banks may have more simplified management structures and procedures in certain
regions and areas. In recent years, the PRC government has gradually lowered the threshold for financial
institutions to conduct business in the County Areas and strengthened the relevant financial and tax
support, which, while the Bank believes will promote the development of the County Area financial
market, will further intensify the competition among financial institutions in the County Areas.
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Additionally, following the removal of regulatory restrictions on their geographical presence, customer
base and operating license in China in December 2006 as part of China’s WTO accession commitments,
the Bank has experienced increased competition from foreign-invested commercial banks. Recently, a
number of well-known foreign banks have expanded their presence in the County Areas. Furthermore, the

Mainland and Hong Kong Closer Economic Partnership Arrangement
(UL RE SRR R T E F A RN, the Mainland and Macau Closer Economic Partnership

Arrangement (A BOE MBI BT T R AR BMRM K and the Cross-Straits Economic Co-operation
Framework Agreement CEBRIR S & HIESR W) which permit Hong Kong, Macau and Taiwan banks to
operate in China, have also increased competition in China’s banking industry.

Moreover, the PRC government has, in recent years, implemented a series of measures designed to
further liberalise the banking industry, including, among others, with respect to interest rates and
non-interest-based products and services, which are changing the basis on which the Bank competes with
other banks for customers.

The Bank competes with many of its competitors for substantially the same loan, deposit and fee-based
business customers. Such competition may adversely affect the Bank’s business and future prospects by,
for example:

reducing its market share in its principal products and services;
’ slowing down the growth of its loan or deposit portfolios and other products and services;

. decreasing its interest income or increasing its interest expenses, thereby reducing its net interest

incomne;
. reducing its fee and commission income;
. increasing its non-interest expenses, such as marketing expenses;
. adversely affecting its asset quality; and

. increasing competition for senior management and qualified professional personnel.

The Bank may also face competition from direct corporate financing, such as the issuance of securities in
the domestic and international capital markets, The domestic securitics markets have experienced, and
are expected to continue to experience, expansion and growth. If a substantial number of its customers
choose alternative financing to fund their capital needs, the Bank’s interest income, financial condition
and results of operations may be adversely affected.

Moreover, the Bank may face competition from other forms of investment alternatives as the PRC capital
markets continue to develop. As the PRC equity and bond markets continue to develop and become more
viable and attractive investment alternatives, the Bank’s deposit customers may elect to transfer their
funds into equity and bond investments, which may reduce its deposit base and adversely affect its
business, financial condition and results of operations.

The Bank’s business and operations are highly regulated, and its business, financial condition, resulis
of operations and future prospects may be materially and adversely affected by regulatory changes or
other governmental policies, including their interprefation and application,

The Bank's business and operations are directly affected by changes in China’s policies, laws and
regulations relating to the banking industry, such as those affecting the extent to which it can engage in
specific businesses, as well as changes in other governmental policies. Since its establishment as the
primary banking industry regulator assuming the majority of the bank regulatory functions from the
PBOC in 2003, the CBRC has promulgated a series of banking regulations and guidelines. The banking
regulatory regime in China is currently undergoing significant changes, most of which are applicable to
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the Bank and may result in additional costs or restrictions on its activities, For instance, in March 2011,
the CBRC, the PBOC and the NDRC jointly issued a notice stipulating the canceliation of 34 service fees
classified under 11 categories of domestic commercial banks effective from 1 July 2011. There can be no
assurance that the policies, Jaws and regulations governing the banking industry will not change in the
Future or that any such changes will not materially and adversely affect the Bank’s business, financial
condition and results of operations nor can the Bank assure you that it will be able to adapt to all such
changes on a timely basis. In addition, there may be uncertainties regarding the interpretation and
application of new policies, laws and regulations. Failure to comply with the applicable policies, laws
and regulations may result in fines and restrictions on the Bank’s activities, which could also have a
significant impact on its business, financial condition and results of operation.

The Bank is subject to changes in interest rates and other market risks, and the Bank’s ability to hedge
market risks is limited.

As with most commercial banks, the Bank’s results of operations depend to a great extent on its net
interest income. For the years ended 31 December 2011, 2012 and 2013, the Bank’s net interest income
represented 80.9%, 80.4% and 80.8%, respectively, of its operating income. Interest rates in China
historically were highly regulated but have been gradually liberalised in recent years. Under current
PBOC regulations, commercial banks in China cannot set interest rates above 110% of the relevant PBOC
benchmark rate for CNY-denominated deposits. There used to be restriction with respect to the lower
limit of the interest rates for CNY-denominated deposits. However, PBOC promulgated the Notice on
Further Promoting the Market-oriented Reform of Interest Rates BAES R T LB MR on
19 July 2013, eliminating such restriction on CNY-denominated loans, except for residential mortgage
loans. The PBOC may further liberalise the existing interest rate restrictions on CNY-denominated loans
and deposits. If the existing regulations were substantially liberalised or eliminated, competition in
China’s banking industry would likely intensify as China’s commercial banks seek to offer more
attractive rates to customers. Further liberalisation by the PBOC would result in the narrowing of the
spread in the average interest rates between CNY-denominated loans and CNY-denominated deposits,
thereby materially and adversely affecting the Bank’s results of operations. Furthermore, the Bank cannot
assure you that it will be able to adjust the composition of its asset and liability portfolios and its pricing
mechanism (o enable it to effectively respond to the further liberalisation of interest rates.

In recent years, the PEOC has adjusted the benchmark rates several times. Any adjustments by the PBOC
in the benchmark interest rates on loans or deposits or changes in market interest rates may advetsely
affect the Bank’s financial condition and results of operations in different ways.

For example, changes in the PBOC benchmark interest rates could affect the average yield on the Bank’s
interest-earning assets differently from the average cost on its interest-bearing liabilities and therefore
may narrow its net interest margin and reduce its net interest income, which may materially and
adversely affect its results of operations and financial condition. In addition, an increase in interest rates
may result in increases in the finance costs of the Bank’s customers and thus reduce overail demand for
loans, and, accordingly, adversely affect the growth of the Bank’s loan portfolio, as well as increase the
risk of customer default. As a result, changes in interest rates may adversely affect the Bank’s net interest
income, financial condition and results of operations.

The Bank also undertakes trading and investment activities involving certain financial instruments both
in China and abroad. The Bank’s income from these activities is subject to volatilities caused by, among
other things, changes in interest rates and foreign currency exchange rates. For example, increases in
interest rates generally have an adverse effect on the value of the Bank’s fixed rate securities portfolio,
which may materially and adversely affect its results of operations and financial condition. Furthermore,
as the derivatives market has yet to mature in China, there are limited risk management tools available to
enable the Bank to reduce market risks.

The growth rate of China’s banking industry may not be sustainable.

The Bank expects the banking industry in China to continue to grow as a result of anticipated growth in
China’s economy, increases in houschold income, further social welfare reforms, demographic changes
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and the opening of China’s banking industry to foreign participants. However, it is not clear how certatn
trends and events, such as the pace of China’s economic growth, China’s implementation of its
commitment to WTO accession, the development of the domestic capital and insurance markets and the
ongoing reform of the social welfare system will affect China’s banking industry. In addition, there can
be no assurance that the banking industry in China is free from systemic risks. Consequently, there can be
no assurance that the growth and development of China’s banking industry will be sustainable.

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

The Bank assesses its loans and investment assets for impairment under TAS 39, as amended from time to
time. The International Accounting Standards Board, or TASB, which has the responsibility for
developing and revising accounting standards under IFRS, issued an exposure draft open to comments in
March 2013 on expected credit loss which, if adopted, will result in the replacement of the incurred loss
model under TAS 39 with an expected loss model. In addition, IFRIC and other relevant accounting
standard-setting bodies and regulators have been asked by their constituents to consider providing
interpretive guidance relating to the application of IAS 39. Any future amendments to TAS 39 and
interpretive guidance on the application of IAS 39 may require the Bank to change its current
provisioning practice and may, as a result, materially and adversely affect its financial condition and
results of operations.

The effectiveness of the Bank’s credit risk management Is affected by the quality and scope of
information available in China.

The information infrastructure in China is relatively undeveloped. PRC national individual and corporate
credit information databases developed by the PBOC commenced operation in 2006.

However, due to their short operational history, they can only provide limited information. Therefore, the
Bank’s assessment of the credit risk associated with a particular customer may not be based on complete,
accurate or reliable information. Until these nationwide credit information databases become more fully
developed, the Bank has to rely on other publicly available resources and its internal resources, which are
not as extensive nor as effective as a unified nationwide credit information system. As a result, the
Bank’s ability to effectively manage its credit risk and in turn, its asset quality, financial condition and
results of operations nay be materially and adversely affected.

The Bank cannot assure you of the accuracy or comparability of facts, forecasts and stafistics
contained in this Offering Circular with respect to China, its national or County Area economies or ifs
banking industry.

Facts, forecasts and statistics in this Offering Circular relating to China, its national or County Area
economies and financial conditions and its banking industry, including the Bank’s market share
information, are derived from various sources which are generally believed to be reliable.

However, the Bank cannot guarantee the quality and reliability of such sources. In addition, these facts,
forecasts and statistics have not been independently verified by the Bank and may not be consistent with
the information available from other sources, and may not be complete or up to date. The Bank has taken
reasonable caution in reproducing or extracting the information from such sources. However, because of
potentially flawed methodologies, discrepancies in market practice and other problems, these facts,
forecasts and other statistics may be inaccurate or may not be comparable from period to period or to
facts, lorecasts or statistics of other economies.

Risks relating to China

China’s economic, political and social conditions, as well as government policies, could affect the
Bank’s business, financial condition and results of operations.

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

China’s economy was previously a planned economy, and a substantial portion of productive assets in
China is still owned by the PRC government. The government also exercises significant control over
China’s economic growth by allocating resources, setting monetary policy and providing preferential
treatment to particular industries or companies. Although the government has implemented economic
reform measures to introduce market forces and establish sound corporate governance in business
enterprises, such economic reform measures may be adjusted, modified or applied inconsistently from
industry to industry, or across different regions of the country. As a result, the Bank may not benefit from
certain of such measures. The PRC government has the power to implement macroeconomic control
measures affecting China’s economy. The government has implemented various measures in an effort to
increase or control the growth rate and adjust the structure of certain industries. For example, in response
to a decreased growth rate in part as a result of the global financial crisis and economic slowdown,
beginning in September 2008, the PRC government began to implement a series of macroeconomic
measures and the moderately loose monetary policy, which included announcing an economic stimulus
package and reducing benchmark interest rates. Since 2010, the PRC government has begun to implement
a number of macroeconomic measures and moderately tight monetary policies to curb inflation in China.
The PRC government may continue to implement such policies to control inflation, which may in turn
affect the Bank's ability to make loans to its customers. As a result, the Bank’s financial condition,
results of operation and prospect may be materially and adversely affected,

Certain of the PRC government’s macroeconomic measures may materially and adversely affect the
Bank's financial condition, results of operations and asset quality. For example, the decreases in the
PBOC benchmark interest rates in the second half of 2008 have resulted in the narrowing of the Bank’s
net interest margin and a decrease in its net interest income in 2009 compared to 2008, which adversely
affected its profitability. Tn addition, the PRC goveinment has imposed macroeconomic control measures
aimed at tempering the real estate market. In November 2009, the PRC government shortened the period
in which the real estate developers make payments for the land premiums and increased the relevant
down payment requirement on the real estate developers. In April 2010, the PRC government raised the
down payment requirements for people buying their second homes to a minimum of 50% of the property
value from 40% and this threshold was further raised to 60% in January 2011. Down payment
requirements on first homes of more than 90 square meters 10se t0 4 minimum of 30% of the property
value from 20%. In addition, the lowest interest rate that commercial banks are permitted to charge in
respect of second-home residential mortgage loans has increased from 90% to 110% of the applicable
PBOC benchmark rate. In early 2011, individual housing property lax was introduced in Shanghai and
Chongqing on a trial basis. The PRC governnent’s measures to cool down the housing market may
adversely affect the growth and quality of the Bank’s loans related to real estate and could also have a
significant impact on its business, financial condition and results of operation. Furthermore, on
26 September 2009, the State Council approved the Notice of “Several Opinions on Suppressing
Overcapacity and Repetitive Constructions in Certain Industries for Healthy Development” issued by the

NDRC and other ministries (Eﬁ?%?ﬂ:%ﬁ‘ﬁﬂﬁ@%?ﬂif’ﬁEﬂﬁi‘ﬁfﬁﬁﬁﬂﬁ?ﬁf‘ﬁﬁ%ﬂfﬁ%m?ﬁﬂ%ﬁﬁ}ﬁﬁﬁﬁﬁﬂﬁ
AT G R S (AR T RULMEN) to curb the expansion of certain sectors with overcapacity,
such as iron and steel, cement, flat glass, coal chemical, polysilicon, wind power equipment, electrolysis
aluminum, ship building and soybean oil extraction. This notice prohibits financial institutions from
financing projects which do not meet specified requirements and requires those who have made such
loans to take remedial measures. These requirements may adversely affect the condition of certain of the
Bank’s loans to the relevant industries.

China has been one of the world’s fastest growing economies, as measured by GDP growth, in recent
years, However, China may not be able to sustain such a growth rate. If China’s economy experiences a
decrease in growth rate or a significant downturn, the unfavourable business environment and economic
condition for the Bank’s customers could negatively impact their ability or willingness to repay the
Bank’s loans and reduce their demand for the Bank’s banking services. The Bank’s financial condition,
results of operations and business prospects may be materially and adversely affected.

32




The bankruptey laws of the PRC may differ from those of other jurisdictions with which the holders of
the Nofes are familiar,

The Bank is incorporated under the laws of the PRC. Any bankruptcy proceeding relating to the Bank
would likely involve PRC bankruptcy laws, the procedural and substantive provisions of which may
differ from comparable provisions of the local insolvency laws of jurisdictions with which the holders of
the Notes are familiar,

The PRC legal system could lintit tle legal protection available to you.

The Bank is organised under the laws of the PRC. The PRC legal system is based on written statutes. The
PRC government has promulgated laws and regulations dealing with economic matters as the issuance
and trading of securities, shareholder rights, foreign investment, corporate organisation and governance,
comnerce, taxation and trade. However, many of these laws and regulations continue to evolve, may be
subject to different interpretation and may be inconsistently enforced. In addition, there is only a limited
volume of published court decisions which may be cited for reference, but such cases have limited
precedential value as they are not binding on subsequent cases. These uncertainties relating to the
interpretation of PRC laws and regulations can affect the legal remedies and protection that are available
to you and can adversely affect the value of your investment.

You may experience difficulties in effecting service of legal process and enforcing judgments against
the Bank and the Bank’s management,

The Bank is a company incorporated under the laws of the PRC, and substantiaily all of its business,
assets and operations are located in China. In addition, a majority of its directors, supervisors and
executive officers reside in China, and substantially all of the assets of such directors, supervisors and
executive officers are focated in China, Therefore, it may not be possible for investors to effect service of
process upon the Bank or those persons inside China.

Furthermore, China does not have treaties or agreements providing for the reciprocal recognition and
enforcement of judgments awarded by courts of many jurisdictions, including Japan, the United States
and the United Kingdom. Hence, the recognition and enforcement in China of judgments of a court in any
of these jurisdictions in relation to any matter not subject to a binding arbitration provision may be
difficult or even impossible.

The Bank is subject to the PRC government controls on currency conversion and risks relating to
Jluctuations in exchange rates.

The Bank receives a substantial majority of its revenues in Renminbi, which is currently not a freely
convertible currency. A portion of these revenues must be converted into other currencies in order to
meet the Bank’s foreign currency obligations. For example, the Bank needs to obtain foreign currency fo
make payments of declared dividends, if any, on its H shares.

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

The value of the Renminbi against the U.S. dollar and other currencies fluctuates and is affected by,
among other things, changes in China’s and international political and economic conditions and the PRC
government’s fiscal and currency policies. Since 1994, the conversion of Renminbi into foreign
currencies, including Hong Kong and U.S. dollars, has been based on rates set by the PBOC, which are
set daily based on the previous business day’s inter-bank foreign exchange market rates and current
exchange rates on the world financial markets. From 1994 to 20 July 2005, the official exchange rate for
the conversion of Renminbi to U.S. dollars was generally stable, On 21 July 2005, the PRC government
adopted a more flexible managed floating exchange rate system to allow the value of the Renminbi to
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fluctuate within a regulated band that is based on market supply and demand and reference to a basket of
currencies. On the same day, the value of the Renminbi appreciated by approximately 2.1% against the
U.S. dollar. In August 2008, China revised the PRC Foreign Exchange Administration Regulations
(FEARIEMESEEREN) to promote the reform of its exchange rate regime. In June 2010, PBOC
decided to further reform China’s exchange rate system in order to make it more flexible. Any
appreciation of the Renminbi against the U.S. dollar or any other foreign currencies may result in the
decrease in the value of the Bank’s foreign currency-denominated assets. Conversely, any devaluation of
the Renminbi may adversely affect the value of, and any dividends payable on, the Bank’s I shares in
foreign currency terms. As at 31 December 2013, 3.8% of the Bank’s financial assets and 3.9% of its
financial Habilities were denominated in foreign currencies. Although the Bank seeks to reduce its
exchange rate risk through currency derivatives or otherwise, it cannot assure you that it will be able to
reduce its foreign currency risk exposure relating to its foreign currency- dominated assets. In addition,
there are limited instruments available for the Bank to reduce its foreign currency risk exposure at
reasonable costs. Any appreciation of the Renminbi against the U.S. dollar or any other foreign
currencies may materially and adversely affect the financial conditions of certain of the Bank’s
customers, particularly those deriving substantial income from exporting products or engaging in refated
businesses, and in turn affect their abilities to service their obligations to the Bank, Furthermore, the
Bank is also currently required to obtain the approval of the SAFE before converting significant sums of
foreign currencies into Renminbi. All of these factors could materially and adversely affect the Bank’s
financial condition, results of operations and compliance with capital adequacy ratios and operational
ratios.

Any future occurrence of natural disasters or outbreaks of contagious diseases in China may have a
material adverse effect on the Bank’s business operations, financial condition and results of
operations.

Any future occurrence of natural disasters or outbreaks of heaith epidemics and contagious diseases may
materially and adversely affect the Bank’s business and results of operations. Moreover, China has
experienced natural disasters like earthquakes, floods and droughts in the past few years, For example, in
May 2008 and April 2010, China experienced earthquakes with reported magnitudes of 8.0 and 7.1 on the
Richter scale in Sichuan Province and Qinghai Province, respectively, resulting in the death of tens of
thousands of people. The Bank suffered an adverse impact from the earthquake in Sichuan Province. The
Bank also suffered the adverse impact from the earthquake in Qinghai Province, but the impact is not
material because its operations in the locality affected by the earthquake are small. In 2010, there were
severe droughts and flood in various parts of China, resulting in significant economic losses in these
areas. Any future occurrence of severe natural disasters in China may adversely affect its economy and in
turn the Bank's business, particularly in light of the substantial portion of the Bank’s County Area
Banking Business which is more vulnerable to natural disasters. There is no guarantee that any future
occurrence of natural disasters or outbreaks of contagious diseases, or the response measures taken by the
PRC government or other countries, will not seriously interrupt the Bank’s operations or those of its
customers, which may have a material and adverse effect on the Bank’s results of operations.

Risks relating to the Notes issued under the Programie
The Notes may net be a suitable investment for all investors
Each potential investor in any Notes must determine the snitability of that investment in light of its own

circumstances. In particular, each potential investor should:

. have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes,
the merits and risks of investing in the relevant Notes and the information contained or incorporated
by reference in this Offering Circular or any applicable supplement;

. have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its

particular financial situation, an investment in the relevant Notes and the impact such investment
will have on its overall investment portfolio;
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. have sufficient financial resources and liquidity to bear all of the risks of an investment in the
relevant Notes, including where principal or interest is payable in one or more currencies, or where
the currency for principal or interest payments is different from the potential investor’s currency;

. understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any
relevant indices and financial niarkets; and

. be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Some Notes may be complex financial instruments and such instruments may be purchased as a way to
reduce risk or enhance yield with an understood, measured, appropriate addition of risk to the purchaser’s
overall portfolios. A potential investor should not invest in Notes which are complex financial
instruments unless it has the expertise (cither alone or with the help of a financial adviser) to evaluate
how the Notes will perform under changing conditions, the resulting effects on the value of such Notes
and the impact this investment will have on the potential investor's overall investment pertfolio.

Additionally, the investment activities of certain investors are subject to legal investment laws and
regulations, or review or regulation by certain authorities. Each potential investor should consult its legal
advisers to determine whether and to what extent (i) Notes are legal investments for it, (if) Notes can be
used as collateral for various types of borrowing and (iii) other restrictions apply to its purchase of any
Notes. Financial institutions should consult their legal advisers or the appropriate regulators to determine
the appropriate treatment of Notes under any applicable risk-based capital or similar rules.

Modification and waivers

The Conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all Noteholders
including Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in
a manner contrary to the majority.

A change in English law which governs the Notes may adversely affect Noteholders

The Conditions of the Notes are governed by English law in effect as at the date of issue of the relevant
Notes. No assurance can be given as to the impact of any possible judicial decision or change to English
iaw or administrative practice after the date of issue of the relevant Notes.

The Notes may be represented by Global Notes and holders of a beneficial interest in a Global Note
must rely on the procedures of the relevant Clearing Systeni(s)

Notes issued under the Programme may be represented by one or more Global Notes. Such Global Notes
will be deposited with a common depositary for Euroclear and Clearstream, Luxembourg, or lodged with
CMU (cach of Euroclear, Clearstream, Luxembourg, and CMU, a “Clearing System™). Except in the
circumstances described in the relevant Global Note, investors will not be entitled to receive Definitive
Notes. The relevant Clearing System(s) will maintain records of the beneficial interests in the Global
Notes. While the Notes are represented by one or more Global Notes, investors will be able to trade their
beneficial interests only through the Clearing Systems. While the Notes are represented by one or more
Global Notes, the Issuer will discharge its payment obligations under the Notes by making payments to
the common depositary for Euroclear and Clearstream, Luxembourg, or, as the case may be, to the
relevant paying agent, in the case of the CMU, for distribution to their account holders. A holder of a
beneficial interest in a Global Note must rely on the procedures of the relevant Clearing System(s) to
receive payments under the relevant Notes, The Issuer has no responsibility or liability for the records
relating to, or payments made in respect of, beneficial interests in the Global Notes. Holders of beneficial
interests in the Global Notes will not have a direct right to vote in respect of the relevant Notes. Instead,
such holders will be permitted to act only to the extent that they are enabled by the relevant Clearing
System(s) to appoint appropriate proxies.
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Noteholders should be aware that Definitive Notes which have a denomination that is not an integral
multiple of the minimum denomination may be illiguid and difficult to trade

Notes may be issued with a minimum denomination. The Pricing Supplement of a Tranche of Notes may
provide that, for so long as the Notes are represented by a Global Note and the relevant Clearing
System(s) so permit, the Notes will be tradable in nominal amounts (i) equal to, or integral multiples of,
the minimum denomination, and (ii) the minimum denomination plus integral multiples of an amount
lower than the minimum denomination. Definitive Notes will only be issued if the relevant Clearing
System(s) isfare closed for business for a continuous period of 14 days (other than by reason of legal
holidays) or announce(s) an intention to permanently cease business. The Pricing Supplement may
provide that, if Definitive Notes are issued, such Notes will be issued in respect of all holdings of Notes
equal to or greater than the minimum denomination. However, Noteholders should be aware that
Definitive Notes that have a denomination that is not an integral multiple of the minimum denomination
may be illiquid and difficult to trade. Definitive Notes will in no circumstances be issued to any person
holding Notes in an amount lower than the minimum denomination and such Notes will be cancelled and
holders will have no rights against the Issuer (including rights to receive principal or interest or to vote)
in respect of such Notes,

Foreign Account Tax Compliance withholding may affect payments on the Noles

Whilst the Notes are in global form and held within Buroclear, Clearstream, Luxembourg, or the CMU, in
all but the most remote circumstances, it is not expected that the U.S. Foreign Account Tax Compliance
Act (“FATCA”) will affect the amount of any payment received by the Clearing Systems. However,
FATCA may affect payments made to custodians or intermediaries in the subsequent payment chain
leading to the ultimate investor if any such custodian or intermediary generaily is unable to receive
payments free of FATCA withholding. It also may affect payment to any ultimate investor that is a
financial institution that is not entitled to receive payments free of withholding under FATCA, or aun
ultimate investor that fails to provide its broker (or other custodian or intermediary from which it
receives payment) with any information, forms, other docuntentation or consents that may be necessary
for the payments to be made free of FATCA withholding. Investors should choose the custodians or
intermediaries with care (to ensure each is compliant with FATCA or other laws or agreements related to
FATCA), provide each custodian or intermediary with any inforination, forms, other documentation or
consents that may be necessary for such custodian or intermediary to make a payment free of FATCA
withholding. Tnvestors should consult their own tax adviser to obtain a more detailed explanation of
FATCA and how FATCA may affect them. The Issuer’s obligations under the Notes are discharged once
it has paid the common depositary for Euroclear and Clearstream, Luxembourg or, as the case may be,
the sub-custodian for the CMU (as registered holder of the Notes) and the Issuer has therefore no
responsibility for any amount thereafter transmitted through hands of the Clearing Systems and
custodians or intermediaries.

Risks Relating to the Structure of a Particular Issue of Notes

Unless in the case of any particular Tranche of Notes the relevant Pricing Supplement specifies
otherwise, in the event that the Issuer would be obliged to increase the amounts payable in respect of any
Notes due to any withholding or deduction for or on account of, any present or future taxes, duties,
assessments or governinental charges of whatever nature imposed, levied, collected, withheld or assessed
by or on behalf of Hong Kong, PRC or any political subdivision thereof or any authority therein or
thereof having power to tax, the Issuer may redeem all outstanding Notes in accordance with the
Conditions. A wide range of Notes may be issued under the Programme. A number of these Notes may
have features which contain particular risks for potential investors. Set out below is a description of
certain such features:

Notes subject to optional redemption by the Issuer may have a lower market value than Notes that
cannot be redeened

An optional redemption feature is likely to limit the market value of Notes. During any period when the
Tssuer may elect to redeem Notes, the market value of those Notes generally will not rise substantially
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above the price at which they can be redeemed. This may also be true prior to any redemption period. The
Tssuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the
Notes. At such times, an investor generally would not be able to reinvest the redemption proceeds at an
effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do
so at a significantly lower rate. Potential investors should consider reinvestment risk in light of other
investments available at that time,

Index linked Notes and dual currency Notes

The Issuer may issue Notes with principal or interest determined by reference to an index or formula, to
changes in the prices of securities or commodities, to movements in currency exchange rates or other
factors {each, a “Relevant Factor”). In addition, the Issuer may issue Notes with principal or interest
payable in one or more currencies which may be different from the currency in which the Notes are
denominated. Potential investors should be aware that:

the market price of such Notes may be volatile;
. they may receive o interest;

. payment of principal or interest may occur at a different time or in a different currency than
expected;

. they may lose all or a substantial portion of their principal;
y may P P p

. a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in
interest rates, currencies or other indices;

. if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or contains
some other leverage factor, the effect of changes in the Relevant Factor on principal or interest
payable will likely be magnified; and

. the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the
average level is consistent with their expectations. In general, the earlier the change in the Relevant
Factor, the greater the effect on yield.

The historical experience of an index should not be viewed as an indication of the future performance of
such index during the term of any index linked Notes. Accordingly, each potential investor should consult
its own financial and legal advisers about the risk entailed by an investment in any index linked Notes
and the suitability of such Notes in light of its particular circumstances.

Failure by an investor to pay « subsequent instalment of partly-paid Notes may result in an investor
losing all of its investment

The Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to pay
any subsequent instalment could result in an investor losing all of its investment,

The market price of variable rate Notes with a multiplier or other leverage factor may be volatile

Notes with variable interest rates can be volatile securities. If they are structured to include multipliers or
other leverage factors, or caps or floors, or any combination of those features or other similar related
features, their market values may be even more volatile than those for securities that do not include those
features,

Inverse floating rate Notes are typically more volatile than conventional floating rate debf

Inverse floating rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference
rate such as the London Interbank Offered Rate (“LIBOR™), The market values of such Notes are
typically more volatile than market values of other conventional floating rate debt securities based on the
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same reference rate (and with otherwise comparable terms). Inverse floating rate Notes are more volatile
because an increase in the reference rate not only decreases the interest rate of the Notes, but may also
reflect an increase in prevailing interest rates, which further adversely affects the market value of these
Notes,

Notes carrying an interest rate which may be converted from fixed to floating interest rates and vice-
verse, may have lower market values than other Notes

Fixed or floating rate Notes may bear interest at a rate that the Issuer may elect to convert from a fixed
rate to a floating rate, or from a floating rate to a fixed rate. The Issuer's ability to convert the interest
rate will affect the secondary market and the market value of such Notes since the Issuer may be expected
to convert the rate when it is likely to produce a lower overall cost of borrowing. If the Issuer converts
from a fixed rate to a floating rate, the spread on the fixed or floating rate Notes may be less favourable
than the then prevailing spreads on comparable floating rate Notes tied to the same reference rate. In
addition, the new floating rate at any time may be lower than the rates on other Notes. If the Issuer
converts from a floating rate to a fixed rate, the fixed rate may be lower than the then prevailing rates on
its Notes.

The market prices of Notes issued at a substantial discount or premium tend to fluctuate more in
relation to general changes in interest rates than do prices for conventional interest-bearing securities

The market values of securities issued at a substantial discount or premium to their nominal amount tend
to fluctuate more in relation to general changes in interest rates than do prices for conventional interest-
bearing securities. Generally, the longer the remaining term of the securities, the greater the price
volatility as compared to conventional interest-bearing securities with comparable maturities.

Investors may lose part or all of their investment in any Index-Linked Notes issued

If, in the case of a particular Tranche of Notes, the relevant Pricing Supplement specifies that the Notes
are Index-Linked Notes or variable redemption amount Notes, there is a risk that the investor may lose
the value of its entire investment or part of it.

Risks Relating to the Market Generally

Set out below is a brief description of certain market risks, including liquidity risk, exchange rate risk,
interest rate risk and credit risk:

Notes issued under the Programme have no current active trading market and may trade at a discount
to their initial offering price and/or with limited liquidity

Notes issued under the Programme will be new securities which may not be widely distributed and for
which there is currently no active trading market (unless in the case of any particular Tranche, such
Tranche is to be consolidated with and form a single series with a Tranche of Notes which is atready
issued). If the Notes are traded after their initial issuance, they may trade at a discount to their initial
offering price, depending upon prevailing interest rates, the market for similar securities, general
economic conditions and the financial condition of the Issuer. If the Notes are trading at a discount,
investors may not be able as receive a favourable price for their Notes, and in some circumstances
investors may not be able to sell their Notes at all or at their fair market value, Although an application
will be made for the Notes issued under the Programme to be admitted to listing on the HKSE, there is no
assurance that such application will be accepted, that any particular Tranche of Notes will be so admitted
or that an active trading market will develop. In addition, the market for investment grade and crossover
prade debt has been subject to disruptions that have caused volatility in prices of securities similar to the
Notes issued under the Programme. Accordingly, there is no assurance as to the development or liquidity
of any trading market, or that disruptions will not oceur, for any particular Tranche of Notes.

This is particularly the case for Notes that are especially sensitive to interest rate, currency or market
risks, designed for specific investment objectives or strategies or have been structured to meet the
investment requirements of limited categories of investors. These types of Notes generally would have a
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more limited secondary market and more price volatility than conventional debt securities. Tlliquidity
may have an adverse effect on the market value of the Notes,

Exchange rate risks and exchange controls may result in investors receiving less interest or principal
than expected

The Issuer will pay principal and interest on the Notes in the currency specified in the relevant Pricing
Supplement (the “Specified Currency”). This presents certain risks relating to currency conversions if an
investor’s financial activities are denominated principally in a currency or currency unit (the “Investor’s
Currency’”) other than the Specified Currency. These inciude the risk that exchange rates may
significantly change (including changes due to devaluation of the Specified Currency or revaluation of
the Investor's Currency) and the risk that authorities with jurisdiction over the Investor’s Currency may
impose or modify exchange controls. An appreciation in the value of the Inventor's Currency relative to
the Specified Currency would decrease (i) the Investor’s Currency equivalent yield on the Notes, (ii) the
Investor’s Currency equivalent value of the principal payable on the Notes and (iii) the Investor's
Currency equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls that
could adversely affect an applicable exchange rate. As a resulf, investors may receive less interest or
principal than expected, or no interest or principal.

Changes in market interest rates may adversely affect the value of fixed rate Notes

Investment in fixed rate Notes involves the risk that subsequent changes in market interest rates may
adversely affect the value of fixed rate Notes,

Legal investment considerations imay restrict certain investments

The investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers to
determine whether and to what extent (i) the Notes are legal investments for it, (ii) the Notes can be used
as collateral for various types of borrowing and (iii) other restrictions apply to its purchase or pledge of
any Notes. Financial institutions should consult their legal advisers or the appropriate regulators to
determine the appropriate treatment of the Notes under any applicable risk-based capital or similar rules.

Risks Relating to Renminbi-denominated Notes

Notes denominated in RMB (“RMB Notes”) may be issued under the Programme. RMB Notes contain
particular risks for potential investors.

Renminbi is not freely convertible; there are significant restrictions on remittance of Renminbi into or
ouf of the PRC

Renminbi is not freely convertible at present. The PRC government continues to regulate conversion
between Renminbi and foreign currencies, including the U.S. dollar, despite the significant reduction
over the years by the PRC government of control over routine foreign exchange transactions under
current accounts. Participating banks in Hong Kong have been permitted to engage in the settlement of
RMB irade transactions under a pilot scheme introduced in July 2009, This represents a current account
activity. The pilot scheme was extended in August 2011 to cover the whole nation and to make RMB
trade and other current account item settlement available in all countries worldwide. On 7 April 2011, the
SAFE promulgated the Circular on Issues Concerning the Capital Account Items in connection with
Cross-Border Renminbi (BFINESERES AMIMRENE ARMEAHE R HFEARNENEN) (the
“SAFE Circular®), which became effective on 1 May 2011. According to the SAFE Circular, in the
event that foreign investors intend to use cross-border Renminbi (including offshore Renminbi and
onshore Renminbi held in the accounts of non-PRC residents) to make contribution to an onshore
enterprise or make payment for the transfer of equity interest of an onshore enterprise by a PRC resident,
such onshore enterprise shall be required to submit the relevant prior written consent from the MOFCOM
to the relevant local branches of SAFE of such onshore enterprise and register for a foreign invested
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enterprise status. Further, the SAFE Circular clarifies that the foreign debts borrowed, and the external
guarantee provided, by an onshore entity (including a financial institution) in RMB shall, in principle, be
regulated under the current PRC foreign debt and external guarantee regime,

On 13 October 2011, the PBOC issued the Measures on Administration of the RMB Settlement in relation
to Foreign Direct Investment SMEAEHBE ARBEAREEHEE) (the “PBOC RMB FDI Measures”),
to commence the PBOC’s detailed RMB FDI administration system, which covers almost all aspects of
RMB FDI, including capital injection, payment of purchase price in the acquisition of PRC domestic
enterprises, repatriation of dividends and distribution, as well as RMB denominated cross-border loans.
Under the PBOC RMTB FDI Measures, special approval for RMB FDI and shareholder loans from the
PBOC which was previously required by the PBOC Circular (as defined in “PRC Currency Controls”) is
no longer necessary. The MOFCOM RMB FDI Circular and the PBOC RMB EDI Measures, which are
new regulations, will be subject to interpretation and application by the relevant PRC authorities. See
“PRC Currency Controls”.

On 3 December 2013, MOFCOM promulgated the “Circular on Issues in relation to Cross-border
Renminbi Foreign Direct Investment” (FHSiBRERARKEERETHMENLE) (the “MOFCOM
RMB FDI Circular”), which became effective on 1 January 2014, to further facilitate FDI by
simplifying and streamlining the applicable regulatory framework, The MOFCOM Circular replaced the
“Notice on Issues in relation to Cross-border Renminbi Foreign Direct Investment”
(IR B s A R E B BN AR50y promulgated by MOFCOM on 12 October 2011 (the “2011
MOFCOM Natice™). Pursuant to the MOFCOM RMB FDI Circular, written approval from the
appropriate office of MOFCOM and/or its local counterparts specifying “Renminbi Foreign Direct
Investment” and the amount of capital contribution is required for each FDI. Compared with the 2011
MOFCOM Notice, the MOFCOM RMB FDI Circular no longer contains the requirements for central
level MOFCOM approvals for investments of RMB300 million or above, or in certain industries, such as
financial guarantee, financial leasing, micro-credit, auction, foreign invested investment companies,
venture capital and equity investment vehicles, cement, iron and steel, electrolyse aluminium, ship
building and other industries under the state macro-regulation. Unlike the 2011 MOFCOM Notice, the
MOFCOM RMB FDI Circular has also reinoved the approval requirement for foreign investors who
intend to change the currency of their existing capital contribution from a foreign currency to Renminbi.
In addition, the MOFCOM RMB EDI Circular also clearly prohibits FDI funds from being used for any
investments in securities and financial derivatives (except for investments in PRC listed companies by
strategic investors) or for entrustment loans in the PRC.

As the MOFCOM RMB FDI Circular and the PBOC RMB FDI Measures are relatively new circulars,
they will be subject to interpretation and application by the relevant authorities in the PRC.

There is no assurance that the PRC government will continue to gradually liberalise the control over
cross-border RMB remittances in the future, that the pilot scheme introduced in July 2009 will not be
discontinued or that new PRC regulations will not be promuigated in the future which have the effect of
restricting or eliminating the remittance of Renminbi into or outside the PRC,

The availability of Renminbi outside the PRC may be limited, which may affect the liquidity of RMB
Notes and the Issuer’s ability to source Renminbi outside the PRC fo service such RMB Notes

As a result of the restrictions by the PRC government oun cross-border Renminbi fund flows, the
availability of Renminbi outside the PRC is limited. Since February 2004, in accordance with
arrangements between the PRC central government and the Hong Kong government, licensed banks in
Hong Kong may offer limited Renminbi-denominated banking services to Hong Kong residents and
specified business customers. Hong Kong residents are permitted to convert limited amounts of foreign
currencies, including Hong Kong dollars, into Renminbi at such banks on a per-day basis. The PBOC has
also established a Renminbi clearing and settlement system for participating banks in Hong Kong. On
19 July 2010, further amendments were made to the Settlement Agreement on the Clearing of RMB
Business (the “Settlement Agreement”) between the PBOC and Bank of China (Hong Kong) Limited
(the “RMDB Clearing Bank”) to further expand the scope of RMB business for participating banks in
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Hong Kong. Pursuant to the revised arrangements, all corporations are allowed to open RMB accounts in
Hong Kong; there is no longer any limit on the ability of corporations to convert RMB; and there will no
Jonger be any restriction on the transfer of RMB funds between different accounts in Hong Kong.
However, the current size of Renminbi-denominated financial assets outside the PRC is limited.
Renminbi business participating banks do not have direct Renminbi liquidity support from the PBOC.,
They are only allowed to square their open positions with the RMB Clearing Bank after consolidating the
RMB trade position of banks outside Hong Kong that are in the same bank group of the participating
banks concerned with their own trade position and the RMB Clearing Bank only has access to onshore
liquidity support from the PBOC to square open positions of participating banks for limited types of
transactions, including open positions resulting from conversion services for corporations relating to
cross-border trade settlement and for individual customers of up to RMB20,000 per person per day and
for the designated business customers relating to the RMB received in providing their services. The RMB
Clearing Bank is not obliged to square for participating banks any open positions resnlting from other
foreign exchange transactions or conversion services and the participating banks will need to source
Renminbi from the offshore market to square such open positions. Although it is expected that the
offshore Renminbi market will continue to grow in depth and size, its growth is subject to many
constraints as a result of PRC laws and regulations on foreign exchange. There is no assurance that new
PRC regulations will not be promulgated or the Settlement Agreement will not be terminated or amended
in the future which will have the effect of restricting availability of Renminbi offshore. The limited
availability of Renminbi outside the PRC may affect the liquidity of the Issuer's RMB Notes. To the
extent the Issuer is required to source Renminbi in the offshore market to service its RMB Notes, there is
no assurance that the Issuer will be able to source such Renminbi on satisfactory terms, if at all, If the
Issuer cannot obtain Renminbi to satisfy its obligation to pay interest and principal on its RMB Notes as a
result of Tnconvertibility, Non-transferability or Iiliquidity (each, as defined in the Conditions), the Issuer
shall be entitled, on giving not less than five or more than 30 days’ irrevocable notice to the Noteholders
prior to the due date for payment, to settle any such payment (in whole or in part) in U.S. dollars on the
due date at the U.S. Dollar Equivalent (as defined in the Conditions) of any such interest or principal, as
the case may be.

Investment in RMB Notes is subject to exchange rate risks

The value of the Renminbi against the U.S. dollar and other foreign currencies fluctuates and is affected
by changes in the PRC and international political and economic conditions and by many other factors.
The Issuer will make all payments of interest and principal with respect to the RMB Notes in Renminbi.
As a result, the value of these Renminbi payments in U.S. dollar or other applicable foreign currency
terms may vary with changes in the prevailing exchange rates in the marketplace. If the value of
Renminbi depreciates against the U.S. dollar or other applicable foreign currency between then and when
the Issuer pays back the principal of the RMB Notes in Renminbi at maturity, the value of a Noteholder’s
investment in U.S. dollar or other applicable foreign currency terms will have declined,

Payments for the RMB Notes will only be mnade to investors in the manner specified in the RMB Notes

All payments to investors in respect of the RMB Notes will be made solely (i) for so long as the RMB
Notes are represented by a temporary Global Note or a permanent Global Note (as defined in the
Conditions) held with the common depositary or common safekeeper, as the case may be, for
Clearstream, Luxembourg and Euroclear Bank or with a sub-custodian for the CMU or any alternative
clearing system by transfer to a Renminbi bank account maintained in Hong Kong, or (ii) for so long as
the Notes are in definitive form, by transfer to a Renminbi bank account maintained in Hong Kong in
accordance with the prevailing rules and regulations. The Issuer cannot be required to make payment by
any other means (including in any other currency or by transfer to a bank account in the PRC).
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TERMS AND CONDITIONS OF THE NOTLS

The following is the text of the terms and conditions that, subject to completion and amendment and as
supplemented or varied in accordance with the provisions of Part A of the relevant Pricing Supplement,
shall be applicable to the Notes in definitive form (if any}) issued in exchange for the Global Note(s) or
the Global Certificate representing each Series. Either (i) the full fext of these terms and conditions
together with the relevant provisions of Part A of the Pricing Supplement or (ii) these terms and
conditions as so completed, amended, supplemented or varied {and subject to simplification by the
deletion of non-applicable provisions), shall be endorsed on such Bearer Notes or on the Certificates
relating to such Registered Notes. All capitalised terms that are not defined in these Conditions will have
the meanings given to them in Part A of the relevant Pricing Supplement. Those definitions will be
endorsed on the definitive Notes or Certificates, as the case may be. References in the Conditions to
“Notes” are to the Notes of one Series only, not to all Notes that may be issued under the Programme.

The Notes are part of a Serics (as defined below) of Notes issued by the issuer specified in the applicable
pricing supplement (the “Issuer”) and are issued pursuant to an agency agreement (as amended or
supplemented as at the Issue Date, the “Agency Agreement”) dated 3 July 2014 between Agricultural
Bank of China Limited (the “Bank™), Agricultural Bank of China Limited Hong Kong Branch as fiscal
agent and the other agents named in it and with the benefit of a Deed of Covenant (as amended or
supplemented as at the Issue Date, the “Deed of Covenant”) dated 3 July 2014 executed by the Bank in
relation to the Notes. The fiscal agent, the CMU Lodging and paying agent, the other paying agents, the
registrars, the transfer agents and the calcutation agent(s) for the time being (if any} are referred to below
respectively as the “Fiscal Agent”, the “CMU Lodging and Paying Agent”, the “Paying Agents”
(which expression shall include the Fiscal Agent and the CMU Lodging and Paying Agent), the
“Registrar”, the “Transfer Agents” and the “Calculation Agent{s)”. For the purposes of these terms
and conditions (the “Conditions”), all references to the Fiscal Agent shall, with respect to a Series of
Notes to be held in the CMU, be deemed to be a reference to the CMU Lodging and Paying Agent and all
such references shall be construed accordingly. The Noteholders (as defined below), the holders of the
interest coupons (the “Coupons”) relating to interest bearing Notes in bearer form and, where applicable
in the case of such Notes, talons for further Coupons (the “Talons”) (the “Couponholders™) and the
holders of the receipts for the payment of instalments of principal (the “Receipts”) relating to Notes in
bearer form of which the principal is payable in instalments are deemed to have notice of all of the
provisions of the Agency Agreement applicable to them,

As used in these Conditions, “Tranche” means Notes which are identical in all respects.

Copies of the Agency Agreement and the Deed of Covenant are available for inspection at the specified
offices of each of the Paying Agents, the Registrar and the Transfer Agents.

1 Form, Denomination and Title

The Notes are issued in bearer form (“Bearer Notes”) or in registered form (“Registercd Notes™)
in each case in the Specified Denomination(s) shown hereon.

This Note is a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note, an Index Linked
Interest Note, an Index Linked Redemption Note, an Instalment Note, a Dual Currency Note or a
Partly Paid Note, a combination of any of the foregoing or any other kind of Note, depending upon
the Interest and Redemption/Payment Basis shown hereon.

Bearer Notes are serially numbered and are issued with Coupons (and, where appropriate, a Talon)
attached, save in the case of Zero Coupon Notes in which case references to interest (other than in
relation to interest due after the Maturity Date), Coupons and Talons in these Conditions are not
applicable. Instalment Notes are issued with one or more Receipts attached.

Registered Notes are represented by registered certificates (“Certificates”) and, save as provided in
Condition 2({c), each Certificate shall represent the entire holding of Registered Notes by the same
holder.
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(a)

(b)

(c)

{d)

Title to the Bearer Notes and the Receipts, Coupons and Talons shall pass by delivery. Title to the
Registered Notes shall pass by registration in the register that the Issuer shall procure to be kept by
the Registrar in accordance with the provisions of the Agency Agreement (the “Register”). Except
as ordered by a court of competent jurisdiction or as required by law, the holder (as defined below)
of any Note, Receipt, Coupon or Talon shall be deemed to be and may be treated as its absolute
owner for all purposes, whether or not it is overdue and regardiess of any notice of ownership, trust
or an interest in it, any writing on it (or on the Certificate representing it) or its theft or loss (or that
of the related Certificate) and no person shall be liable for so treating the holder.

In these Conditions, “Noteholder” means the bearer of any Bearer Note and the Receipts relating to
it or the person in whose name a Registered Note is registered (as the case may be), “holder” (in
relation to a Note, Receipt, Coupon or Talon) means the bearer of any Bearer Note, Receipt,
Coupon or Talon or the person in whose name a Registered Note is registered (as the case may be)
and capitalised terms have the meanings given to them hereon, the absence of any such meaning
indicating that such term is not applicable to the Notes.

No Exchange of Notes and Transfers of Registered Notes

No Exchange of Notes: Registered Notes inay not be exchanged for Bearer Notes. Bearer Notes of
one Specified Denoniination may not be exchanged for Bearer Notes of another Specified
Denomination. Bearer Notes may not be exchanged for Registered Notes.

Transfer of Registered Notes: One or more Registered Notes may be transferred upon the
surrender (at the specified office of the Registrar or any Transfer Agent} of the Certificate
representing such Registered Notes to be transferred, together with the form of transfer endorsed on
such Certificate, {or another form of transfer substantially in the same form and containing the
same representations and certifications (if any), unless otherwise agreed by the Issuer), duly
completed and executed and any other evidence as the Registrar or Transfer Agent may reasonably
require. In the case of a transfer of part only of a holding of Registered Notes represented by one
Certificate, a new Certificate shall be issued to the transferee in respect of the part transferred and a
further new Certificate in respect of the balance of the holding not transferred shall be issued to the
transferor. All transfers of Notes and entries on the Register will be made subject to the detailed
regulations concerning transfers of Notes scheduled to the Agency Agreement. The regulations may
be changed by the Issuer, with the prior written approval of the Registrar and the Noteholders. A
copy of the current regulations will be made available by the Registrar to any Noteholder upon
request.

Exercise of Options or Partial Redemption in Respect of Registered Notes: In the case of an
exercise of an Issuer’s or Noteholders’ option in respect of, or a partial redemption of, a holding of
Registered Notes represented by a single Certificate, a new Certificate shall be issued to the holder
to reflect the exercise of such option or in respect of the balance of the holding not redeemed. In the
case of a partial exercise of an option resulting in Registered Notes of the same holding having
different terms, separate Certificates shall be issued in respect of those Notes of that holding that
have the same terms. New Certificates shall only be issued against surrender of the existing
Certificates to a Registrar or any other Transfer Agent. In the case of a transfer of Registered Notes
to a person who is already a holder of Registered Notes, a new Certificate representing the enlarged
holding shall only be issued against surrender of the Certificate representing the existing holding,

Delivery of New Certificates: Each new Certificate to be issued pursuant to Conditions 2 (b} or
(c) shall be available for delivery within three business days of receipt of the form of transfer or
Exercise Notice (as defined in Condition 6{e)) and swrrender of the Certificate for exchange.
Delivery of the new Certificate(s) shall be made at the specified office of the Transfer Agent or of
the Registrar (as the case may be) to whom delivery or surrender of such forin of transfer, Exercise
Notice or Certificate shail have been made or, at the option of the holder making such delivery or
surrender as aforesaid and as specified in the form of transfer, Exercise Notice or otherwise in
writing, be mailed by uninsured post at the risk of the holder entitled to the new Certificate to such
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(e)

)

address as may be so specified, unless such holder requests otherwise and pays in advance to the
relevant Agent (as defined in the Agency Agreement) the costs of such other method of delivery
and/or such insurance as it may specify. In this Condition 2(d), “business day” means a day, other
than a Saturday or Sunday, on which banks are open for business in the place of the specified office
of the relevant Transfer Agent or the Registrar (as the case may be).

Transfer Free of Charge: Transfers of Notes and Certificates on registration, transfer, partial
redemption or exercise of an option shall be effected without charge by or on behalf of the Issuer,
the Registrar or the Transfer Agents, but upon payment of any tax or other governmental charges
that may be imposed in relation to it (or the giving of such indemnity as the Registrar or the
relevant Transfer Agent may require).

Closed Periods: No Noteholder may require the transfer of a Registered Note to be registered
(i) during the period of 15 days ending on the due date for redemption of, or payment of any
Instalment Amount in respect of, that Note, (ii) during the period of 15 days before any date on
which Notes may be called for redemption by the Issuer at its option pursuant to Condition 6(d),
(iii) after any such Note has been called for redemption or (iv) during the period of seven days
ending on (and including) any Record Date.

Status

The Notes and the Receipts and the Coupons relating to them constitute direct, unconditional,
unsubordinated and (subject to Condition 4) unsecured obligations of the Issuer and shall at all
times rank pari passu and without any preference among themselves, The payment obligations of
the Issuer under the Notes and the Receipts and the Coupons relating to them shall, save for such
exceptions as may be provided by applicable legislation and subject to Condition 4, at all times
rank at least equally with ali other unsecured and unsubordinated indebtedness and monetary
obligations of the Issuer, present and future,

Negative Pledge

So long as any Note or Coupon remains outstanding (as defined in the Agency Agreement) the
Bank will not, and will ensure that none of its Subsidiaries will create, or have outstanding any
mortgage, charge, lien, pledge or other security interest, upon the whole or any part of its present or
future undertaking, assets or revenues (including any uncalled capital) to secure any Public
External Tndebtedness or to secure any guarantee or indemnity in respect of any Public External
Indebtedness without at the same time or prior thereto according to the Notes and the Coupons the
same security as is created or subsisting to secure any such Relevant indebtedness, guarantee or
indemnity or such other security as shall be approved by an Extraordinary Resolution (as defined in
the Apency Agreement) of the Noteholders. This provision, however, will not apply to any
(i) security interest on any property or asset existing at the time of acquisition of such property or
asset or to secure the payment of all or any part of the purchase price or construction cost thereof or
to secure any indebtedness incurred prior to, or at the time of, such acquisition or the completion of
construction of such property or asset for the purpose of financing all or any part of the purchase
price or construction cost thereof or (ii) lien arising by operation of law.

In this Condition:

(i} “Public External Indebtedness” means any indebtedness of the Bank (or, for the purpose of
Condition 9, any Subsidiary), or any guarantee or indemnity by the Bank of indebtedness, for
meney borrowed, which (i) is in the form of, or represented or evidenced by, bonds, notes,
debentures, loan stock or other securities which for the time being are, or are intended to be
or capable of being, quoted, listed or dealt in or traded on any stock exchange or in any
securities market (including, without limitation, any over-the-counter market) outside the
People’s Republic of China (for the purpose hereof not including the Hong Kong and Macau
Special Administrative Regions or Taiwan) (the “PRC”) (without regard, however, to whether
or not such instruments are sold through public offerings or private placements); and (ii) has
an original maturity of more than 365 days; and
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(b)

(ii}

“Subsidiary” means any entity whose financial statements at any time are required by law or
in accordance with generally accepted accounting principles to be fully consolidated with
those of the Issuer.

Interest and other Calculations

Interest on Fixed Rate Notes: Each Fixed Rate Note bears interest on its outstanding nominal
amount from and including the Interest Commencement Date at the rate per annum {expressed as a
percentage) equal to the Rate of Interest, such interest being payable in arrear on each Interest
Payment Date. The amount of interest payable shall be determined in accordance with
Condition 5(h).

Interest on Floating Rate Notes and Index Linked Interest Notes:

0

(i)

(iti)

(A)

Interest Payment Dates: Each Floating Rate Note and Index Linked Interest Note bears
interest on its outstanding nominal amount from and including the Interest Commencement
Date at the rate per annum {expressed as a percentage) equal to the Rate of Interest, such
interest being payable in arrear on each Interest Payment Date. The amount of interest
payable shall be determined in accordance with Condition 5(h). Such Interest Payment
Date(s) isfare either shown hereon as Specified Interest Payment Dates or, if no Specified
Interest Payment Date(s) is/are shown hereon, Interest Payment Date shall mean each date
which falls the number of months or other period shown hereon as the Interest Period afier the
preceding Interest Payment Date or, in the case of the first Interest Payment Date, after the
Interest Commenceinent Date.

Business Day Convention: If any date referred to in these Conditions that is specified to be
subject to adjustment in accordance with a Business Day Convention would otherwise fail on
a day that is not a Business Day, then, if the Business Day Convention specified is (A) the
Floating Rate Business Day Convention, such date shall be postponed to the next day that is a
Business Day unless it would thereby fall into the next calendar month, in which event
(x) such date shall be brought forward to the immediately preceding Business Day and
(y) each subsequent such date shall be the last Business Day of the month in which such date
would have fallen had it not been subject to adjustment, (B) the Following Business Day
Convention, such date shall be postponed to the next day that is a Business Day, (C) the
Modified Following Business Day Convention, such date shall be postponed to the next day
that is a Business Day unless it would thereby fall into the next calendar month, in which
event such date shail be brought forward to the immediately preceding Business Day or
(D) the Preceding Business Day Convention, such date shall be brought forward to the
immediately preceding Business Day.

Rate of Interest for Floating Rate Notes: The Rate of Interest in respect of Floating Rate
Notes for each Interest Accrnal Period shall be determined in the manner specified hereon and
the provisions below relating to either ISDA Determination or Screen Rate Determination
shall apply, depending upon which is specified hereon.

ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified hercon as the manner in which the Rate of Interest is
to be determined, the Rate of Interest for each Interest Accrual Period shall be determined by
the Calculation Agent as a rate equal to the relevant ISDA Rate. For the purposes of this
sub-paragraph (A), “ISDA Rate” for an Interest Accrual Period means a rate equal to the
Floating Rate that would be determined by the Calculation Agent under a Swap Transaction
under the terms of an agreement incorporating the ISDA Definitions and under which:

(x) the Floating Rate Option is as specified hereon
(y) the Designated Maturity is a period specified hereon and
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the relevant Reset Date is the first day of that Interest Accrual Period uniess otherwise
specified hereon.

For the purposes of this sub-paragraph (A), “Floating Rate”, “Calculation Agent”,

(LT

“Floating Rate Option”, “Designated Maturity”, “Reset Date” and “Swap Transaction”
have the meanings given to those terms in the ISDA Definitions.

Screen Rate Determination for Floaling Rate Notes

()

)

(2)

Where Screen Rate Determination is specified hereon as the manner in which the Rate
of Interest is to be determined, the Rate of Interest for each Interest Accrual Period will,
subject as provided below, be either:

{1) the offered quotation; or
(2) the arithmetic mean of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate which appears or
appear, as the case may be, on the Relevant Screen Page as at either 11.00 a.m. (London
time in the case of LTBOR, Brussels time in the case of EURIBOR or Hong Kong time
in the case of HIBOR) on the Interest Determination Date in question as determined by
the Calculation Agent. If five or more of such offered quotations are available on the
Relevant Screen Page, the highest (or, if there is more than one such highest quotation,
one only of such quotations) and the lowest (or, if there is more than one such lowest
quotation, one only of such quotations) shall be disregarded by the Calculation Agent
for the purpose of determining the arithmetic mean of such offered quotations.

If the Reference Rate from time to time in respect of Floating Rate Notes is specified
hereon as being other than LIBOR, EURTBOR or HIBOR, the Rate of Interest in respect
of such Notes will be determined as provided hereon.

if the Relevant Screen Page is not available or, if sub-paragraph (x)(1) applies and no
such offered quotation appears on the Relevant Screen Page, or, if sub-paragraph (x)(2)
applies and fewer than three such offered quotations appear on the Relevant Screen
Page, in each case as at the time specified above, subject as provided below, the
Calculation Agent shall request, if the Reference Rate is LIBOR, the principal London
office of each of the Reference Banks or, if the Reference Rate is EURIBOR, the
principal Euro-zone office of each of the Reference Banks, or, if the Reference Rate is
HIBOR, the principal Hong Kong office of each of the Reference Banks, to provide the
Calculation Agent with its offered quotation (expressed as a percentage rate per annun)
for the Reference Rate if the Reference Rate is LIBOR, at approximately 11,00 a.n.
(London time), or if the Reference Rate is EURIBOR, at approximately 11.00 a.m.
(Brussels time) or, if the Reference Rate is HIBOR, at approximately 11.00 a.m. (Hong
Kong time) on the Interest Determination Date in question. If two or more of the
Reference Banks provide the Calculation Agent with such offered quotations, the Rate
of Interest for such Interest Accrual Period shall be the arithmetic mean of such offered
quotations as determined by the Calculation Agent; and

if paragraph (y) above applies and the Calculation Agent determines that fewer than two
Reference Banks are providing offered quotations, subject as provided below, the Rate
of Interest shall be the arithmetic mean of the rates per annum (expressed as a
percentage) as communicated to (and at the request of) the Calculation Agent by the
Reference Banks or any two or more of them, at which such banks were offered, if the
Reference Rate is IIBOR, at approximately 11.00 a.m. (London time} or, if the
Reference Rate is EURIBOR, at approximately 11,00 a.m. (Brussels time) or, if the
Reference Rate is HIBOR, at approximately 11.00 a.m. (Hong Kong time) on the
relevant Interest Determination Date, deposits in the Specified Currency for a period
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equal to that which would have been used for the Reference Rate by leading banks in, if
the Reference Rate is LIBOR, the London inter-bank market or, if the Reference Rate is
EURIBOR, the Furo-zone inter-bank market or, if the Reference Rate is HIBOLR, the
Hong Kong inter-bank market, as the case may be, or, if fewer than two of the
Reference Banks provide the Calculation Agent with such offered rates, the offered rate
for deposits in the Specified Currency for a period equal to that which would have been
used for the Reference Rate, or the arithmetic mean of the offered rates for deposits in
the Specified Currency for a period equal to that which would have been used for the
Reference Rate, at which, if the Reference Rate is LIBOR, at approximately 11.00 a.m.
(London time) or, if the Reference Rate is EURIBOR, at approximately 11.00 a.m.
(Brussels time) or, if the Reference Rate is HIBOR, at approximately 11.00 a.m. (Hong
Kong time), on the relevant Interest Determination Date, any one or more banks {which
bank or banks is or are in the opinion of the Issuer suitable for such purpose) informs
the Calculation Agent it is quoting to leading banks in, if the Reference Rate is LIBOR,
the London inter-bank market or, if the Reference Rate is EURIBOR, the Euro-zone
inter-bank market or, if the Reference Rate is HIBOR, the Hong Kong inter-bank
market, as the case may be, provided that, if the Rate of Interest cannot be deterinined
in accordance with the foregoing provisions of this paragraph, the Rate of Interest shall
be determined as at the last preceding Interest Determination Date (though substituting,
where a different Margin or Maximum or Minimum Rate of Interest is to be applied to
the relevant Interest Accrual Period from that which applied to the last preceding
Interest Accrual Period, the Margin or Maximum or Minimum Rate of Interest relating
to the relevant Interest Accrnal Period, in place of the Margin or Maximum or Minimum
Rate of Interest relating to that last preceding Interest Accrual Period).

(iv) Rate of Interest for Index Linked Interest Notes: The Rate of Interest in respect of Index
Linked Interest Notes for each Interest Accrual Period shall be determined in the manner
specified hereon and interest will accrue by reference to an Index or Formula as specified
hercon.

Zero Coupon Notes: Where a Note the Interest Basis of which is specified to be Zero Coupon is
repayable prior to the Maturity Date and is not paid when due, the amount due and payable prior to
the Maturity Date shall be the Early Redemption Amount of such Note. As from the Maturity Date,
the Rate of Interest for any overdue principal of such a Note shall be a rate per annum (expressed as
a percentage) equal to the Amortisation Yield (as described in Condition 6(b}(1)).

Dual Currency Notes: Tn the case of Dual Currency Notes, if the rate or amount of interest falis to
be determined by reference to a Rate of Exchange or a method of calculating Rate of Exchange, the
rate or amount of interest payable shall be determined in the manner specified hereon.

Partly Paid Notes: In the case of Partly Paid Notes (other than Partly Paid Notes which are Zero
Coupon Notes), interest will accrue as aforesaid on the paid-up nominal amount of such Notes and
otherwise as specified hereon.

Accrual of Interest: Interest shall cease to accrue on each Note on the due date for redemption
unless, upon due presentation, payment is improperly withheld or refused, in which event interest
shall continue to accrue (both before and after judgment) at the Rate of Interest in the manner
provided in this Condition 5 to the Relevant Date (as defined in Condition 8).

Margin, Maximunm/Minimum Rates of Interest, Instalment Amounts and Redemption
Amounts and Rounding:

(i)  If any Margin is specified hereon (either (x) generally, or (y) in relation to one or more Interest
Accrual Periods), an adjustment shall be made to all Rates of Interest, in the case of (x), or the
Rates of Interest for the specified Interest Accrual Periods, in the case of (y), calculated in
accordance with Condition S(b) above by adding (if a positive number) or subtracting the
absolute value (if a negative number) of such Margin subject always to the next paragraph.
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(ii) If any Maximum Rate of Interest or Minimum Rate of Interest, Instalment Amount or
Redemption Amount is specified hereon, then any Rate of Interest, Instalment Amount or
Redemption Amount shall be subject to such maximum or minimum, as the case may be.

(iii) For the purposes of any calculations required pursuant to these Conditions (uniess otherwise
specified), (x} all percentages resulting from such calculations shall be rounded, if necessary,
to the nearest one hundred-thousandth of a percentage point (with 0.000005 of a percentage
point being rounded up), (y) all figures shall be rounded to seven significant figures (provided
that if the eighth significant figure is a 5 or greater, the seventh significant shall be rounded
up) and (z) all currency amounts that fall due and payable shall be rounded to the nearest umit
of such currency (with half a unit being rounded up), save in the case of yen, which shall be
rounded down to the nearest yen. For these purposes “unit” means the lowest amount of such
currency that is available as legal tender in the countries of such currency.

Calculations: The amount of interest payable per Caleulation Amount in respect of any Note for
any Interest Accrual Period shall be equal to the product of the Rate of Interest, the Calculation
Amount specified hereon, and the Day Count Fraction for such Interest Accrnal Period, unless an
Interest Amount (or a formula for its calculation) is applicable to such Interest Accrual Period, in
which case the amount of interest payable per Calculation Amount in respect of such Note for such
Interest Accrual Period shall equal such Interest Amount (or be calculated in accordance with such
formula). Where any Interest Period comprises two or more Interest Aecrual Periods, the amount of
interest payable per Calculation Amount in respect of such Interest Period shall be the sum of the
Interest Amounts payable in respect of each of those Interest Accrual Periods. In respect of any
other period for which interest is required to be calculated, the provisions above shall apply save
that the Day Count Fraction shall be for the period for which interest is required to be calculated.

Determination and Publication of Rates of Interest, Interest Amounts, Final Redemption
Amounts, Early Redemption Amounts, Optional Redemption Amounts and Instalment
Amounts: The Calculation Agent shall, as soon as practicable on such date as the Calculation
Agent may be required to calculate any rate or amount, obtain any quotation or make any
determination or calculation, determine such rate and caleulate the Interest Amounts for the
relevant Interest Accrual Period, calculate the Final Redemption Amount, BEarly Redemption
Amount, Optional Redemption Amount or Instalment Amount, obtain such quotation or make such
determination or calculation, as the case may be, and cause the Rate of Interest and the Interest
Amounts for each Interest Accrual Period and the relevant Interest Payment Date and, if required to
be calculated, the Final Redemption Amount, Early Redemption Amount, Optional Redemption
Amount or any Instalment Amount to be notified to the Fiscal Agent, the Issuer, each of the Paying
Agents, the Noteholders, any other Calculation Agent appointed in respect of the Notes that is to
make a further calculation upon receipt of such information and, if the Notes are listed on a stock
exchange and the rules of such exchange or other relevant authority so require, such exchange or
other relevant authority as soon as possible after their determination but in no event later than
(i) the commencement of the refevant Interest Period, if determined prior to such time, in the case
of notification to such exchange of a Rate of Interest and Interest Amount, or (ii) in all other cases,
the fourth Business Day after such determination. Where any Interest Payment Date or Inferest
Period Date is subject to adjustment pursuant to Condition 5(b)(ii), the Interest Amounts and the
Interest Payment Date so published may subsequently be amended (or appropriate alternative
arrangements made by way of adjustment) without notice in the event of an extension or shortening
of the Interest Period. If the Notes become due and payable under Condition 10, the accrued interest
and the Rate of Interest payable in respect of the Notes shall nevertheless continue to be calenlated
as previously in accordance with this Condition but no publication of the Rate of Interest or the
Interest Amount so calculated need be made. The determination of any rate or amount, the
obtaining of each quotation and the making of each determination or calculation by the Calculation
Agent(s) shall (in the absence of manifest error) be final and binding upon all parties.
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Definitions: In these Conditions, unless the context otherwise requires, the following defined terins
shall have the meanings set out below:

“Pusiness Day” means:

(i) in the case of a currency other than curo and Renminbi, a day (other than a Saturday or
Sunday) on which commercial banks and foreign exchange markets settle payments in the
principal financial centre for such currency; and/or

(i) in the case of euro, a day on which the TARGET System is operating (a “TARGET Business
Day™); and/or

(iii) in the case of Renminbi, a day (other than a Saturday, Sunday or public holiday) on which
commercial banks in Hong Kong are generally open for business and settlement of Renminbi
payments in Hong Kong; and/for

(iv) in the case of a currency and/or one or more Business Centres, a day {other than a Saturday or
a Sunday) on which cominercial banks and foreign exchange markets settle payments in such
currency in the Business Centre(s) or, if no currency is indicated, generally in each of the
Business Centres,

“Day Count Fraction” means, in respect of the calculation of an amount of interest on any Note
for any period of time (from and including the first day of such period to but excluding the last)
(whether or not constituting an Interest Period or an Interest Accrual Period, the “Calculation
Period”):

(i) if “Actual/Actual” or “Actual/Actual - ISDA” is specified hereon, the actual number of days
in the Calculation Period divided by 365 (or, if any portion of that Calculation Period falls in
a leap year, the sum of (A) the actual number of days in that portion of the Calculation Period
falling in a leap year divided by 366 and (B) the actual number of days in that portion of the
Calculation Period falling in a non-leap year divided by 365)

(i) if “Actual/365 (Fixed)” is specified hereon, the actual number of days in the Calculation
Period divided by 365

(iii) if “Actual/365 (Sterling)” is specified hereon, the actual number of days in the Calculation
Period divided by 365 or, in the case of an Interest Payment Date falling in a leap year, 366

(iv) if “Actual/360” is specified hereon, the actual number of days in the Calculation Period
divided by 360

(v) if “30/360”, “360/360” or “Bond Basis” is specified hereon, the number of days in the
Calculation Period divided by 360, calculated on a formula basis as follows:

(360 x (Y, - Y +[30x (M, - M)+ (D, - Dy
360

Day Count Fraction =

where:
“¥,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;
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“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D1 will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless such number would be 31 and D1 is greater than 29, in
which case D2 will be 30.

if *“305/360” or “Eurohond Basis” is specified hereon, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:

360 x (Y, - Y1+ [30x (M; - M1+ (D - Dy
360

Day Count Fraction =

where:
“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y2” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M2” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“DI” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D1 will be 30; and

“D2” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless such number would be 31, in which case D2 will be 30.

if “30E/360 (ISDA)” is specified hereon, the number of days in the Calculation Period
divided by 360, calculated on a formula basis as follows:

[360 x (Y,- Y+ [30x (M- M} + (D, - Dy)
360

Day Count Fraction =

where:
“Y," is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,"” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless (i) that
day is the last day of February or (ii} such number would be 31, in which case DI will be 30;

and
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“D,” is the calendar day, expressed as a number, immediately following the last day inciuded
in the Calculation Period, unless (i) that day is the last day of February but not the Maturity
Date or (it) such number would be 31, in which case D2 will be 30

(viii) if “Actual/Actual-ICMA” is specified hereon,

(a) if the Calculation Period is equal to or shorter than the Determination Period during
which it falls, the number of days in the Calculation Period divided by the product of
(x) the number of days in such Determination Period and (y) the number of
Determination Periods normally ending in any year; and

()  if the Calculation Period is longer than one Determination Period, the sum of:

(x) the number of days in such Calculation Period falling in the Determination Period
in which it begins divided by the product of (1) the number of days in such
Determination Period and (2) the number of Determination Periods normally
ending in any year; and

(y) the number of days in such Calculation Period falling in the next Determination
Period divided by the product of (1) the number of days in such Determination
Period and (2) the number of Determination Periods normally ending in any year

where:

“Determination Period” means the period from and including a Determination Date in
any year to but excluding the next Determination Date.

“Deterntination Date” means the date(s) specified as such hereon or, if none is so
specified, the Interest Payment Date(s).

“Fure-zone” means the region comprised of member states of the European Union that adopt the
single currency in accordance with the Treaty establishing the European Community, as amended.

“Imterest Accrual Period” means the period beginning on and including the Interest
Commencement Date and ending on but exchuding the first Interest Period Date and each successive
period beginning on and including an Interest Period Date and ending on but excluding the next
succeeding Interest Period Date.

“Interest Amount” means:

(i) in respect of an Interest Accrual Period, the amount of interest payable per Calculation
Amount for that Interest Accrual Period and which, in the case of Fixed Rate Notes, and
unless otherwise specified hereon, shall mean the Fixed Coupon Amount or Broken Amount
specified hereon as being payable on the Interest Payment Date ending the Interest Period of
which such Interest Accrual Period forms part; and

(i) in respect of any other period, the amount of interest payable per Calculation Amount for that
period.

“Interest Commencement Date” means the Issue Date or such other date as may be specified
P
hereon.

“Interest Determination Date” means, with respect to a Rate of Interest and Interest Accrual
Period, the date specified as such hereon or, if none is so specified, (i) the first day of such Interest
Accrual Period if the Specified Currency is Sterling or Hong Kong dollars or Renminbi or (ii) the
day falling two Business Days in London for the Specified Currency prior to the first day of such
Interest Accrual Period if the Specified Currency is neither Sterling nor euro nor Hong Kong
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dollars nor Renminbi or (iii) the day falling two TARGET Business Days prior to the first day of
such Interest Accrual Period if the Specified Currency is euro.

“Interest Period” means the period beginning on and including the Interest Commencement Date
and ending on but excluding the first Interest Payment Date and each successive period beginning
on and including an Tnterest Payment Date and ending on but excluding the next succeeding Interest
Payment Date,

“Interest Period Date” means each Interest Payment Date unless otherwise specified hereon.

“ISDA Definitions” means the 2006 ISDA Definitions, as published by the International Swaps and
Derivatives Association, Tnc., unless otherwise specified liereon.

“Rate of Interest” means the rate of interest payable from time to time in respect of this Note and
that is either specified or calculated in accordance with the provisions hereon.

“Reference Banks™ means, in the case of a determination of LIBOR, the principal London office of
four major banks in the London inter-bank market and, in the case of a determination of EURIBOR,
the principal Buro-zone office of four major banks in the Euro-zone inter-bank market and, in the
case of a determination of HIBOR, the principal Hong Kong office of four major banks in the
Hong Kong inter-bank market, in each case selected by the Calculation Agent or as specified
hereon.

“Reference Rate” means the rate specified as such hereon.

“Relevant Screen Page” means such page, section, caption, column or other part of a particular
information service as may be specified hereon.

“Specified Currency” means the currency specified as such hereon or, if none is specified, the
currency in which the Notes are denominated.

“TARGET System” means the Trans-European Automated Real-Time Gross Settiement Express
Transfer (known as TARGET2) System which was launched on 19 November 2007 or any
successor thereto.

Calculation Agent: The Tssuer shall procure that there shall at all times be one or more Calculation
Agents if provision is made for them hereon and for so long as any Note is outstanding (as defined
in the Agency Agreement), Where more than one Calculation Agent is appointed in respect of the
Notes, references in these Conditions to the Calculation Agent shall be comstrued as each
Calculation Agent performing its respective duties under the Conditions. If the Calculation Agent is
unable or unwilling to act as such or if the Calculation Agent fails duly to establish the Rate of
Interest for an Interest Accrual Period or to calculate any Interest Amount, Instalment Amount,
Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount, as the case
may be, or to comply with any other requirement, the Issuer shall appoint a leading bank or
financial institution engaged in the interbank market (or, if appropriate, money, swap or over-the-
counter index options market) that is most closely connected with the calculation or determination
to be made by the Caleulation Agent {acting through its principal London office or any other office
actively involved in such market) to act as such in its place. The Calculation Agent may not resign
its duties without a successor having been appointed as aforesaid.

Redemption, Purchase and Options

Redemption by Instalments and Final Redemption:

(i) Unless previously redeemed, purchased and cancelled as provided in this Condition 6, each
Note that provides for Instalment Dates and Instalment Amounts shall be partially redeemed
on each Instalment Date at the related Tnstalment Amount specified hereon. The outstanding
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nominal amount of each such Note shall be reduced by the Instalment Amount (or, if such
Instalment Amount is calculated by reference to a proportion of the nominal amount of such
Note, such proportion) for all purposes with effect from the related Instalment Date, unless
payment of the Instalment Amount is improperly withheld or refused, in which case, such
amount shall remain outstanding until the Relevant Date relating to such Instalment Amount.

Unless previously redeemed, purchased and cancelled as provided below, each Note shall be
finally redeemed on the Maturity Date specified hereon at its Final Redemption Amount
(which, unless otherwise provided, is its nominal amount) or, in the case of a Note falling
within paragraph (i) above, its final Instaiment Amount,

Early Redemption:

)

(A)

B)

(&)

(1)

Zero Coupon Notes:

The Early Redemption Amount payable in respect of any Zero Coupon Note, the Early
Redemption Amount of which is not linked to an index and/or a formula, upon redemption of
such Note pursuant to Condition 6(c), Condition 6(d) or Condition 6(¢) or upon it becoming
due and payable as provided in Condition 10 shall be the Amortised Face Amount (calculated
as provided below) of such Note unless otherwise specified hereon.

Subject to the provisions of sub-paragraph (C) below, the Amortised Face Amount of any
such Note shall be the scheduled Final Redemption Amount of such Note on the Maturity
Date discounted at a rate per annum (expressed as a percentage) equal to the Amortisation
Yield (which, if none is shown hereon, shall be such rate as would produce an Amortised
Face Amount equal to the issue price of the Notes if they were discounted back to their issue
price on the Issue Date) compounded annually.

If the Early Redemption Amount payable in respect of any such Note upon its redemption
pursuant to Condition 6(¢), Condition 6(d) or Condition 6(e} or upon it becoming due and
payable as provided in Condition 10 is not paid when due, the Early Redemption Amount due
and payable in respect of such Note shall be the Amortised Face Amount of such Note as
defined in sub-paragraph (B) above, except that such sub-paragraph shall have effect as
though the date on which the Note becomes due and payable were the Relevant Date. The
caleulation of the Amortised Face Amount in accordance with this sub-paragraph shall
continue to be made (both before and after judgment) until the Relevant Date, unless the
Relevant Date falls on or after the Maturity Date, in which case the amount due and payable
shall be the scheduled Final Redemption Amount of such Note on the Maturity Date together
with any interest that may accrue in accordance with Condition 5(c).

Where such calculation is to be made for a period of less than one year, it shall be made on
the basis of the Day Count Fraction shown hereon,

Other Notes: The Early Redemption Amount payable in respect of any Note (other than Notes
described in (i) above), upon redemption of such Note pursuant to Condition 6(c), Condition
6(d) or Condition 6(e) or upon it becoming due and payable as provided in Condition 10, shall
be the Final Redemption Amount unless otherwise specified hereon.

Redemption for Taxation Reasons: The Notes may be redeemed at the option of the Issuer in
whole, but not in part, on any Interest Payment Date (if this Note is either a Floating Rate Note or
an Index Linked Interest Note) or, at any time, (if this Note is neither a Floating Rate Note nor an
Index Linked Interest Note), on giving not less than 30 nor more than 60 days’ notice to the
Noteholders (which notice shall be irrevocable), at their Barly Redemption Amount (as described in
Condition 6(b) above) (together with interest accrued to the date fixed for redemption), if (i) the
Issuer has or will become obliged to pay additional amounts as provided or referred to in Condition
8 as a result of any change in, or amendment to, the laws or regulations of any Tax Jurisdiction or
any political subdivision or any authority thereof or therein having power to tax, or any change in
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the application or official interpretation of such laws or regulations, which change or amendment
becomes effective on or after the date on which agreement is reached to issue the first Tranche of
the Notes, and (ii) such obligation cannot be avoided by the Issuer taking reasonable measures
available to it, provided that no such notice of redemption shall be given earlier than 90 days prior
to the earliest date on which the Issuer would be obliged to pay such additional amounts were a
payment in respect of the Notes then due. Prior to the publication of any notice of redemption
pursuant to this Condition 6(c), the Issuer shall deliver to the Fiscal Agent a certificate signed by
two Directors of the Issuer stating that the Issuer is entitled to effect such redemption and setting
forth a statement of facts showing that the conditious precedent to the right of the Issuer so to
redeem have occurred, and an opinion of independent legal advisers of recognised standing to the
effect that the Issuer has or will become obliged to pay such additional amounts as a result of such
change or amendment.

Redemption at the Option of the Issuer: If Cail Option is specified hereon, the Issuer may, on
giving not less than 15 nor more than 30 days’ irrevocable notice to the Noteholders (or such other
notice period as may be specified hereon) redeem, all or, if so provided, some, of the Notes on any
Optional Redemption Date. Any such redemption of Notes shall be at their Optional Redemption
Amount specified hereon (which may be the Early Redemption Amount (as described in
Condition 6(b) above)), together with interest accrued to the date fixed for redemption. Any such
redemption or exercise must relate to Notes of a nominal amount at least equal to the Minimum
Redemption Amount to be redeemed specified hereon and no greater than the Maximum
Redemption Amount to be redeemed specified hereon.

All Notes in respect of which any such notice is given shall be redeemed on the date specified in
such notice in accordance with this Condition,

In the case of a partial redemption the notice to Noteholders shall also contain the certificate
numbers of the Bearer Notes, or in the case of Registered Notes shall specify the nominal amount
of Registered Notes drawn and the holder(s) of such Registered Notes, to be redeemed, which shall
have been drawn in such place and in such manner as may be fair and reasonable in the
circumstances, taking account of prevailing market practices, subject to compliance with any
applicable laws and stock exchange or other relevant authority requirements.

Redemption at the Option of Noteholdevs: If Put Option is specified hereon, the Issuer shall, at
the option of the holder of any such Note, upon the holder of such Note giving not less than 15 nor
more than 30 days’ notice to the Issuer {or such other notice period as may be specified hereon)
redeem such Note on the Optional Redemption Date(s) at its Optional Redemption Amount
specified hereon (which may be the Early Redemption Amount (as described in Condition 6(b)
above)), together with interest accrued to the date fixed for redemption.

To exercise such option the holder must deposit (in the case of Bearer Notes) such Note (together
with all unmatured Receipts and Coupons and unexchanged Talons) with any Paying Agent or (in
the case of Registered Notes) the Certificate representing such Note(s) with the Registrar or any
Transfer Agent at its specified office, together with a duly completed option exercise notice
(“Exercise Notice™) in the form obtainable from any Paying Agent, the Registrar or any Transfer
Agent (as applicable) within the notice period. No Note or Certificate so deposited and option
exercised may be withdrawn (except as provided in the Agency Agreement) without the prior
consent of the Issuer.

Partly Paid Notes: Partly Paid Notes will be redeemed, whether at maturity, early redemption or
otherwise, in accordance with the provisions of this Condition and the provisions specified hercon.

Purchases: The Issuer and its Subsidiaries may at any time purchase Notes (provided that all

unmatured Receipts and Coupons and unexchanged Talons relating thereto are attached thereto or
surrendered therewith) in the open mnarket or otherwise at any price.
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Cancellation: All Notes purchased by or on behalf of the Issuer or any of its Subsidiaries may be
surrendered for cancellation, in the case of Bearer Notes, by surrendering each such Note together
with all unmatured Receipts and Coupons and all unexchanged Talons to the Fiscal Agent and, in
the case of Registered Notes, by surrendering the Certificate representing such Notes to the
Registrar and, in each case, if so surrendered, shall, together with ail Notes redeemed by the Issuer,
be cancelled forthwith (together with ali unmatured Receipts and Coupons and unexchanged Talons
attached thereto or surrendered therewith). Any Notes so swrrendered for cancellation may not be
reissued or resold and the obligations of the Issuer in respect of any such Notes shall be discharged.

Payments and Talons

Bearer Notes: Payments of principal and interest in respect of Bearer Notes shall, subject as
mentioned below, be made against presentation and surrender of the relevant Receipts (in the case
of payments of Instalment Amounts other than on the due date for redemption and provided that the
Receipt is presented for payment together with its relative Note), Notes (in the case of all other
payments of principal and, in the case of interest, as specified in Condition 7(f)(vi)) or Coupons (in
the case of interest, save as specified in Condition 7(f)(vi)), as the case may be:

(i) in the case of a currency other than Renminbi, at the specified office of any Paying Agent
outside the United States by a cheque payable in the relevant currency drawn on, or, at the
option of the holder, by transfer to an account denominated in such currency with, a Bank;
and

(i) in the case of Renminbi, by transfer to a Renminbi account maintained by or on behalf of the
Noteholder with a bank in Hong Kong,.

In this Condition 7(a), “Bank” means a bank in the principal financial centre for such currency or,
in the case of euro, in a city in which banks have access to the TARGET System.

Registered Notes:

(i) Payments of principal (which for the purposes of this Condition 7(b) shall include final
Instalment Amounts but not other Instalment Amounts) in respect of Registered Notes shall
be made against presentation and surrender of the relevant Certificates at the specified office
of any of the Transfer Agents or of the Registrar and in the manner provided in paragraph
(ii} below.

(ify Interest (which for the purpose of this Condition 7(b) shall inctude all Instalment Amounts
other than final Tnstalment Amounts) on Registered Notes shall be paid to the person shown
on the Register at the close of business on the fifth (in the case of Renminbi) and fifteenth (in
the case of a currency other than Renminbi) day before the due date for payment thereof (the
“Record Date”). Payments of interest on each Registered Note shall be made:

(x) in the case of a currency other than Renminbi, in the relevant currency by cheque drawn
on a Bank and mailed to the holder (or to the first-namned of joint holders) of such Note at its
address appearing in the Register. Upon application by the holder to the specified office of
the Registrar or any Transfer Agent before the Record Date, such payment of interest may be
made by transfer to an account in the relevant currency maintained by the payee with a Bank;
and

(y) in the case of Renminbi, by transfer to the registered account of the Noteholder.
In this Condition 7(b)(ii), “registered account” means the Renminbi account maintained by

or on behalf of the Noteholder with a bank in Hong Kong, details of which appear on the
Register at the close of business on the fifth business day before the due date for payment.
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Payments in the United States: Notwithstanding the foregoing, if any Bearer Notes are
denominated in U.S. dollars, payments in respect thercof may be made at the specified office of any
Paying Agent in New York City in the same manner as aforesaid if (i) the Issuer shall have
appointed Paying Agents with specified offices outside the United States with the reasonable
expectation that such Paying Agents would be able to make payment of the amounts on the Notes in
the manner provided above when due, (ii) payment in fuil of such amounts at all such offices is
illegal or effectively precluded by exchange controls or other similar restrictions on payment or
receipt of such amounts and (iif) such payment is then permitted by United States faw, without
involving, in the opinion of the Issver, any adverse tax consequence to the Issuer,

Payments subject to Fiscal Laws: Payments will be subject in all cases to (i) any fiscai or other
laws and regulations applicable thereto in the place of payment, but without prejudice to the
provisions of Condition 8 and (ii) any withholding or deduction required pursuant to an agreement
described in Section 1471(b) of the U.S. Internal Revenue Code of 1986 (the “Code™) or otherwise
imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements
thereunder, any official interpretations thereof, or (without prejudice to the provisions of
Condition 8) any law implementing an intergovernmental approach thereto,

Appointment of Agents: The Fiscal Agent, the CMU Lodging and Paying Agent, the Paying
Agents, the Registrars, the Transfer Agents and the Calculation Agent initially appointed by the
Issuer and their respective specified offices are listed below. The Fiscal Agent, the CMU Lodging
and Paying Agent, the Paying Agents, the Registrars, Transfer Agents and the Calculation Agent(s)
act solely as agents of the Issuer and do not assume any obligation or relationship of agency or trust
for or with any Noteholder or Couponholder. The Issuer reserves the right at any time to vary or
terminate the appointment of the Fiscal Agent, the CMU Lodging and Paying Agent, any other
Paying Agent, any Registrar, any Transfer Agent or any Calculation Agent and to appoint
additional or other Paying Agents or Transfer Agents, provided that the Issuer shall at all times
maintain (i) a Fiscal Agent, (ii) a Registrar in relation to Registered Notes, (iii) a Transfer Agent in
relation to Registered Notes, (iv) a CMU Lodging and Paying Agent in relation to Notes accepted
for clearance through the CMU, (iv) one or more Caiculation Agent(s) where the Conditions so
require, (v) Paying Agents having specified offices in at least two major European cities, (vi) such
other agents as may be required by any other stock exchange on which the Notes may be listed and
(vii) a Paying Agent with a specified office in a Buropean Union member state that will not be
obliged to withhold or deduct tax pursuant to any law implementing European Council Directive
2003/48/EC or any other Directive implementing the conclusions of the BCOFIN Council meeting
of 26-27 November 2000, as amended from time to time.

In addition, the Issuer shall forthwith appoint a Paying Agent in New York City in respect of any
Bearer Notes denominated in U.S. dollars in the circumstances described in Condition 7(c) above.

Notice of any such change or any change of any specified office shall promptly be given to the
Noteholders.

Unmatured Conpons and Receipts and unexchanged Talons:

(i) Upon the due date for redemption of Bearer Notes which comprise Fixed Rate Notes (other
than Dual Currency Notes or Index linked Notes), the Notes should be surrendered for
payment together with all unmatured Coupons (if any) relating thereto, failing which an
amount equal to the face value of each missing unmatured Coupon (or, in the case of payment
not being made in full, that proportion of the amount of such missing unmatured Coupon that
the sum of principal so paid bears to the tofal principal due) shall be deducted from the Final
Redemption Amount, Early Redemption Amount or Optional Redemption Amount, as the case
may be, due for payment. Any amount so deducted shall be paid in the manner mentioned
above against surrender of such missing Coupon within a period of 10 years from the
Relevant Date for the payment of such principal (whethor or not such Coupon has become
void pursuant to Condition 9).
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(i) Upon the due date for redemption of any Bearer Note comprising a Floating Rate Note, Dual
Currency Note or Index Linked Note, unmatured Coupons relating to such Note (whether or
not attached) shall become void and no payment shall be made in respect of them.

(iii) Upon the due date for redemption of any Bearer Note, any unexchanged Talon relating to
such Note (whether or not attached) shall become void and no Coupon shall be delivered in
respect of such Talon.

(iv) Upon the due date for redemption of any Bearer Note that is redeemable in instalments, all
Receipts relating to such Note having an Instalment Date falling on or after such due date
(whether or not attached) shall become void and no payment shall be made in respect of them.

(v) Where any Bearer Note that provides that the relative unmatured Coupons are to become void
upon the due date for redemption of those Notes is presented for redemption without all
-unmatured Coupons, and where any Bearer Note is presented for redemption without any
unexchanged Talon relating to it, redemption shall be made only against the provision of such
indemnity as the Issuer may require.

(vi) If the due date for redemption of any Note is not a due date for payment of interest, interest
accrued from the preceding due date for payment of interest or the Interest Commencement
Date, as the case may be, shall only be payable against presentation (and surrender if
appropriate) of the relevant Bearer Note or Certificate representing it, as the case may be,
Interest accrued on a Note that only bears interest after its Maturity Date shali be payable on
redemption of such Note against presentation of the relevant Note or Certificate representing
it, as the case may be.

Talons: On or after the Interest Payment Date for the final Coupon forming part of a Coupon sheet
issued in respect of any Bearer Note, the Talon forming part of such Coupon sheet may be
surrendered at the specified office of the Fiscal Agent in exchange for a further Coupon sheet (and
if necessary another Talon for a further Coupon sheet) (but excluding any Coupons that may have
become void pursuant to Condition 9).

Non-Business Days: If any date for payment in respect of any Note, Receipt or Coupon is not a
business day, the holder shall not be entitled to payment until the next following business day nor
to any interest or other sum in respect of such postponed payment. In this Condition 7, “business
day” means a day (other than a Saturday or a Sunday) on which banks and- foreign exchange
markets are open for business in the relevant place of presentation, in such jurisdictions as shall be
specified as “Financial Centres” hereon and:

(i)  (in the case of a payment in a currency other than euro and Renminbi) where payment is to be
made by transfer to an account maintained with a bank in the relevant currency, on which
foreign exchange transactions may be carried on in the relevant currency in the principal
financial centre of the country of such currency; or

(ii) (in the case of a payment in euro) which is a TARGET Business Day; or

(iii) (in the case of a payment in Renminbi} on which banks and foreign exchange markets are
open for business and settlement of Renminbi payments in Hong Kong.

Taxation

All payments of principal and interest by or on behalf of the Issuer in respect of the Notes, the
Receipts and the Coupons shall be made free and clear of, and without withholding or deduction
for, any taxes, duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or within the PRC or the relevant tax jurisdiction of the Issuer
specified in the relevant Pricing Supplement (a “Tax Jurisdiction™) or any authority therein or
thereof having power to tax, unless such withholding or deduction is required by law. In that event,
the Tssuer shall pay such additional amounts as shall result in receipt by the Noteholders and the
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Couponholders of such amounts as would have been received by them had no such withhelding or
deduction been required, except that no such additional amounts shall be payable with respect to
any Note, Receipt or Coupon:

(a) Other connection: to, or to a third party on behalf of, a holder who is liable to such taxes,
duties, assessments or governmental charges in respect of such Note, Receipt or Coupon by
reason of his having some connection with a Tax Jurisdiction other than the mere holding of
the Note, Receipt or Coupon; or

(b) Presentation more than 30 days after the Relevant Date: presented (or in respect of which
the Certificate representing it is presented) for payment more than 30 days after the Relevant
Date except to the extent that the holder of it would have been entitled to such additional
amounts on presenting it for payment on the thirtieth day; or

() Payment to individuals: where such withholding or deduction is imposed on a payment to an
individual and is required to be made pursuant to European Council Directive 2003/48/EC or
any other Directive implementing the conclusions of the ECOFIN Council meeting of
26.27 November 2000 on the taxation of savings income or any law implementing or
complying with, or introduced in order to conform to, such Directive; or

(d) Payment by another Paying Agent: (except in the case of Registered Notes) presented for
payment by or on behalf of a holder who would have been able to avoid such withholding or
deduction by presenting the relevant Note, Receipt or Coupon to another Paying Agent in a
Member State of the European Union.

As used in these Conditions, “Relevant Date” in respect of any Note, Receipt or Coupon means the
date on which payment in respect of it first becomes due or (if any amount of the money payable is
improperly withheld or refused) the date on which payment in full of the amount outstanding is
made or (if earlier) the date seven days after that on which notice is duly given to the Noteholders
that, upon further presentation of the Note (or relative Certificate), Receipt or Coupon being made
in accordance with these Conditions, such payment will be made, provided that payment is in fact
made upon such presentation. References in these Conditions to (i) “principal” shall be deemed to
include any premium payable in respect of the Notes, all Instalment Amounts, Final Redemption
Amounts, Barly Redemption Amounts, Optional Redemption Amounts, Amortised Face Amounts
and all other amounts in the nature of principal payable pursuant to Condition 6 or any amendment
or supplement to it, (i) “intercst” shall be deemed to include all Interest Amounts and all other
amounts payable - pursuant to Condition 5 or any amendment or supplement to it and
(iif) “principal” and/or “interest” shall be deemed to include any additional amounts that may be
payable under this Condition 8.

Prescription

Claims against the Issuer for payment in respect of the Notes, Receipts and Coupons {which for this
purpose shall not include Talons) shall be prescribed and become void unless made within 10 years
(in the case of principal) or five years (in the case of interest) from the appropriate Relevant Date in
respect of them.

Events of Default

If any of the following events (“Events of Default”) occurs and is continuing, the holder of any
Note may give written notice to the Fiscal Agent at its specified office that such Note is
immediately repayable, whereupon the Early Redemption Amount of such Note together (if
applicable) with accrued interest to the date of payment shall become immediately due and payable
uniess such event of default shall have been remedied prior to the receipt of such notice by the
Fiscal Agent:

(a) Non-Payment: the Issuer fails to pay the principal of or any interest on any of the Notes
when due and such failure continues for a period of 30 days; or
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(b) Breach of Other Obligations: the Issuer does not perform or comply with any one or more
of its other obligations in the Notes which default is incapable of remedy or is not remedied
within 45 days after notice of such default shall have been given to the Fiscal Agent at its
specified office by any Noteholder; or

(¢) Cross-Default: (A) any other present or future Public External Indebtedness of the Issuer or
any of its Subsidiaries becomes due and payable prior to its stated maturity by reason of any
actual defanlt, event of default or the like (howsoever described), or (B) any such Public
External Indebtedness is not paid when due or, as the case may be, within any originally
applicable grace period, provided that the aggregate amount of the Public External
Indebtedness in respect of which one or more of the events mentioned above in this
Condition 10(c) have occurred equals or exceeds U.S.$25,000,000 or its equivalent {on the
basis of the middle spot rate for the relevant currency against the U.S. dollar as quoted by any
leading bank on the day on which this paragraph operates); or

() Insolvency: the Issuer or any of its Subsidiaries is (or is, or could be, deemed by law or a
court to be) insofvent or bankrupt or unable to pay its debts, stops, suspends or threatens to
stop or suspend payment of all or a material part of (or of a particular type of) its debts,
proposes or makes a general assignment or an arrangement or composition with or for the
benefit of the relevant creditors in respect of any of such debts or a moratorium is agreed or
declared in respect of or affecting all or any part of (or of a particular type of) the debts of the
Issuer or any of its Subsidiaries; or

(¢} Winding-up: an order is made or an effective resolution passed for the winding-up or
dissolution of the Issuer or any of its Subsidiaries, or the Issuer ceases or threaten to cease to
carry on all or substantially all of its business or operations, in each case except for the
purpose of and followed by a reconstruction, amalgamation, reorganisation, merger or
consolidation (i) on terms approved by an Extraordinary Resolution (as defined in the Agency
Agreement) of the Noteholders or (ii) in the case of a Subsidiary, whereby the undertaking
and assets of the Subsidiary are transferred to or otherwise vested in the Issuer or another of
its Subsidiaries; or

(f)  Tlegality: it is or will become unlawful for the Issuer to perform or comply with any one or
more of its obligations under any of the Notes.

Meeting of Noteholders and Modifications

Meetings of Noteholders: The Agency Agreement contains provisions for convening meetings of
Noteholders to consider any matter affecting their interests, including the sanctioning by
Extraordinary Resolution (as defined in the Agency Agreement) of a modification of any of these
Conditions. Such a meeting may be convened by Noteholders holding not less than 10 per cent. in
nominal amount of the Notes for the time being outstanding. The quorum for any meeting convened
to consider an Extraordinary Resolution shall be two or more persons holding or representing a
clear majority in nominal amount of the Notes for the time being outstanding, or at any adjourned
meeting two or more persons being or representing Noteholders whatever the nominal amount of
the Notes held or represented, unless the business of such meeting includes consideration of
proposals, inter alia, (i) to amend the dates of maturity or redemption of the Notes, any Instalment
Date or any date for payment of interest or Interest Amounts on the Notes, (ii) to reduce or cancel
the nominal amount of, or any Instalment Amount of, or any premium payable on redemption of,
the Notes, (iii) to reduce the rate or rates of interest in respect of the Notes or to vaty the method or
basis of calculating the rate or rates or amount of interest or the basis for calculating any Interest
Amount in respect of the Notes, (iv} if a Minimum Rate of Interest and/or a Maximum Rate of
Interest, Instalment Amount or Redemption Amount is shown hereon, to reduce any such Minimumn
Rate of Interest andfor Maximum Rate of Interest, (v) to vary any method of, or basis for,
calculating the Final Redemption Amount, the Early Redemption Amount or the Optional
Redemption Amount, including the method of calculating the Amortised Face Amount, or (vi) to
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vary the currency or currencies of payment or denomination of the Notes, in which case the
necessary quorum shall be two or more persons holding or representing not less than 75 per cent. or
at any adjourned meeting not less than 25 per cent. in nominal amount of the Notes for the time
being outstanding. Any Extraordinary Resolution duly passed shall be binding on Noteholders
(whether or not they were present at the meeting at which such resolution was passed) and on all
Couponholders.

The Agency Agreement provides that a resolution in writing signed by or on behalf of the
Noteholders of not less than 90 per cent. in nominal amount of the Notes outstanding shall for all
purposes be as valid and effective as an Extraordinary Resolution passed at a meeting of
Noteholders duly convened and held. Such a resolution in writing may be contained in one
document or several documents in the same form, each signed by or on behalf of one or more
Noteholders.

These Conditions may be amended, modified or varied in relation to any Series of Notes by the
terms of the relevant Pricing Supplement in relation to such Series.

Modification of Ageney Agreement: The Issuer shall only permit any nodification of, or any
waiver or anthorisation of any breach or proposed breach of or any failure to comply with, the
Agency Agreement, if to do so could not reasonably be expected to be prejudicial to the interests of
the Noteholders.

Replacement of Notes, Certificates, Receipts, Coupons and Talons

If a Note, Certificate, Receipt, Coupon or Talon is lost, stolen, mutilated, defaced or destroyed, it
may be replaced, subject to applicable laws, regulations and stock exchange or other relevant
authority regulations, at the specified office of the Fiscal Agent (in the case of Bearer Notes,
Receipts, Coupons or Talons) and of the Registrar (in the case of Certificates) or such other Paying
Agent or Transfer Agent, as the case may be, as may from time to time be designated by the Issuer
for the purpose and notice of whose designation is given to Noteholders, in each case on payment
by the claimant of the fees and costs incurred in connection therewith and on such terms as to
evidence, security and indemnity (which may provide, inter alia, that if the allegedly lost, stolen or
destroyed Note, Certificate, Receipt, Coupon or Talon is subsequently presented for payment or, as
the case may be, for exchange for further Coupons, there shall be paid to the Issuer on demand the
amount payable by the Issuer in respect of such Notes, Certificates, Receipts, Coupons or further
Coupons) and otherwise as the Issuer may require. Mutilated or defaced Notes, Certificates,
Receipts, Coupons or Talons must be surrendered before replacements will be issued.

Further Issues

The Tssuer may from time to time without the consent of the Noteholders or Couponholders create
and issue further notes having the same terms and conditions as the Notes (so that, for the
avoidance of doubt, references in these Conditions to “Issue Date” shall be to the first issue date of
the Notes) and so that the same shall be consolidated and form a single series with such Notes, and
references in these Conditions to “Notes” shall be construed accordingly.

Notices

Notices to the holders of Registered Notes shall be mailed to them at their respective addresses in
the Register and deemed to have been given on the fourth weekday (being a day other than a
Saturday or a Sunday) after the date of mailing. Notices to the holders of Bearer Notes shall be
valid if published in a daily newspaper of general circulation in Hong Kong. So long as the Notes
are listed on The Stock Exchange of Hong Kong Limited and the rules of that Exchange so require,
notices to holders of the Notes shall also be published in a daily newspaper with general circulation
in Hong Kong (which is expected to be the South China Morning Post in Hong Kong). If any such
publication is not practicable, notice shall be validly given if published in another leading daily
English language newspaper with general circulation in Asia. Any such notice shall be deemed to
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have been given on the date of such publication or, if published more than once or on different
dates, on the date of the first publication as provided above.

Couponholders shall be deemed for all purposes to have notice of the contents of any notice given
to the holders of Bearer Notes in accordance with this Condition 14.

Currency Indemnity

Any amount received or recovered in a currency other than the currency in which payment under
the relevant Note, Coupon or Receipt is due (whether as a result of, or of the enforcement of, a
judgment or order of a court of any jurisdiction, in the insolvency, winding-up or dissolution of the
Issuer or otherwise) by any Noteholder or Couponholder in respect of any sum expressed to be due
to it from the Issuer shall only constitute a discharge to the Issuer to the extent of the amount in the
currency of payment under the relevant Note, Coupon or Receipt that the recipient is able to
purchase with the amount so received or recovered in that other currency on the date of that receipt
or recovery (or, if it is not practicable to make that purchase on that date, on the first date on which
it is practicable to do so). If the amount received or recovered is less than the amount expressed to
be due to the recipient under any Note, Coupon or Receipt, the Issuer shall indemnify it against any
loss sustained by it as a result, In any event, the Issuer shall indemnify the recipient against the cost
of making any such purchase. For the purposes of this Condition, it shall be sufficient for the
Noteholder or Couponholder, as the case may be, to demonstrate that it would have suffered a loss
had an actual purchase been made. These indemnities constitute a separatc and independent
obligation from the Issuer’s other obligations, shall give rise to a separate and independent cause of
action, shall apply irrespective of any indulgence granted by any Noteholder or Coupontiolder and
shall continue in full force and effect despite any other judgment, order, claim or proof for a
liquidated amount in respect of any sum due under any Note, Coupon or Receipt or any other
judgment or order,

Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Notes under the Contracts
(Rights of Third Parties) Act 1999,

Governing Law and Jurisdiction

Governing Law: The Notes, the Receipts, the Coupons and the Talons and any non-contractual
obligations arising out of or in connection with them are govemed by, and shall be construed in
accordance with, English faw.

Jurisdiction: The Courts of England are to have jurisdiction to settle any disputes that may arise
out of or in connection with any Notes, Receipts, Coupons or Talons and accordingly any legal
action or proceedings arising out of or in connection with any Notes, Receipts, Coupons or Talons
(“Proceedings”) may be brought in such courts. The Issuer irrevocably submits to the jurisdiction
of the courts of Fngland and waives any objection to the Proceedings in such courts on the ground
of venue or on the ground that the Proceedings have been brought in an inconvenient forum. This
submission is made for the benefit of each of the holder of the Notes, Receipts, Coupons and Talons
and shall not affect the right of any of them to take Proceedings in any other court of competent
jurisdiction nor shall the taking of Proceedings in one or more jurisdictions preclude the taking of
Proceedings in any other jurisdiction (whether concurrently or not).

Service of Process: The Issuer irrevocably agrees to receive service of process at its subsidiary,
Agricaltural Bank of China UK Limited’s registered office at 7th Floor, I Bartholomew Lane,
London EC2N 2AX in any Proceedings in England. Such service shall be deemed completed on
delivery to such process agent (whether or not, it is forwarded to and received by the Issuer). If for
any reason such process agent ceases to be able to act as such or no longer has an address in
London, the Issuer irrevocably agrees to appoint a substitute process agent and shall immediately
notify Noteholders of such appointment in accordance with Condition 14. Nothing shall affect the
right to serve process in any manner permitted by law.
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THE GLOBAL CERTIFICATE

Initial Issue of Notes

Global Notes and Global Certificates may be delivered on or prior to the original issue date of the
Tranche to a common depositary for Buroclear and Clearstrean, Luxembourg (the “Common
Depositary™) or a sub-custodian for the HKMA as operator of the CMU.

Upon the initial deposit of a Global Note with the Common Depositary or with a sub-custodian for the
HKMA as operator of the CMU or registration of Registered Notes in the name of (i) any nominee for
Euroclear and Clearstream, Luxembourg or (if) the HKMA and delivery of the relative Global Certificate
to the Common Depositary or the sub-custodian for the HKMA as operator of the CMU (as the case may
be), Buroclear or Clearstrean, Luxembourg or the CMU (as the case may be) will credit each subscriber
with a nominal amount of Notes equal to the nominal amount thereof for which it has subscribed and
paid.

Notes that are initially deposited with the Common Depositary may also be credited to the accounts of
subscribers with (if indicated in the relevant Pricing Supplement) other clearing systems through direct or
indirect accounts with Euroclear and Clearstream, Luxembourg held by such other clearing systems,
Conversely, Notes that are initially deposited with any other clearing system may similarly be credited to
the accounts of subscribers with Euroclear, Clearstream, Luxembourg or other clearing systems.

Relationship of Accountholders with Clearing Systems

Save as provided in the following paragraph, each of the persons shown in the records of Euroclear,
Clearstream, Luxembourg or any other clearing system as the holder of a Note represented by a Global
Note or a Global Certificate must look solely to Buroclear, Clearstream, Luxembourg or such clearing
systeni (as the case may be) for his share of each payment made by the Issuer to the bearer of such Global
Note or the holder of the underlying Registered Notes, as the case may be, and in relation to all other
rights arising under the Global Notes or Global Certificates, subject to and in accordance with the
respective rules and procedures of Euroclear, Clearstream, Luxembourg or such clearing system (as the
case may be). Such persons shall have no claim directly against the Issuer in respect of payments due on
the Notes for so long as the Notes are represented by such Global Note or Global Certificate and such
obligations of the Tssuer will be discharged by payment to the bearer of such Global Note or the holder of
the underlying Registered Notes, as the case may be, in respect of each amount so paid.

If a Global Note or a Global Certificate is lodged with the CMU, the person(s) for whose account(s)
interests in such Global Note or Global Certificate are credited as being held in the CMU in accordance
with the CMU Rules as notified by the CMU to the CMU Lodging and Paying Agent in a relevant CMU
Instrument Position Report or any other relevant notification by the CMU (which notification, in either
case, shall be conclusive evidence of the records of the CMU save in the case of manifest error) shall be
the only person(s) entitled (in the case of Registered Notes, directed or deenmed by the CMU as entitled)
to receive payments in respect of Notes represented by such Global Note or Global Certificate and the
Issuer will be discharged by payment to, or to the order of, such person(s) for whose account(s) interests
in such Global Note or Global Certificate are credited as being held in the CMU in respect of each
amount so paid, Each of the persons shown in the records of the CMU, as the beneficial holder of a
particular nominal amount of Notes represented by such Global Note or Global Certificate must look
solely to the Fiscal Agent for his share of each payment so made by the Issuer in respect of such Global
Note or Global Certificate,

Exchange
Temporary Global Nofes
Each temporary Global Note will be exchangeable, free of charge to the holder, on or after its Exchange

Date:

(i)  if the relevant Pricing Supplement indicates that such Global Note is issued in compliance with the
C Rules or in a transaction to which TEFRA is not applicable (as to which, see “Sunmnary of the
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Programme — Selling Restrictions™), in whole, but not in part, for the Definitive Notes defined and
described below; and

(ii) otherwise, in whole or in part upon certification as to non-U.S. beneficial ownership in the form set
out in the Agency Agreement for interests in a permanent Global Note or, if so provided in the
relevant Pricing Supplement, for Definitive Notes,

The CMU may require that any such exchange for a permanent Global Note is made in whole and not in
part and in such event, no such exchange will be effected until al} relevant account holders (as set out in a
CMU Instrument Position Report (as defined in the rules of the CMU) or any other relevant notification
supplied to the CMU Lodging and Paying Agent by the CMU) have so certified.

Permanent Global Notes

Each permanent Global Note will be exchangeable, free of charge to the holder, on or after its Exchange
Date in whole but not, except as provided under “Partial Exchange of Permanent Global Notes” below, in
part for Definitive Notes or, in the case of (i) below, Registered Notes:

(i) if the permanent Global Note is held on behalf of Euroclear or Clearstream, Luxembourg or the
CMU or any other clearing system (an “Alternative Clearing System”) and any such clearing
system is closed for business for a continuous period of 14 days (other than by reason of holidays,
statutory or otherwise) or announces an intention permanently to cease business or in fact does so
or

(i) if principal in respect of any Notes is not paid when due, by the holder giving notice to the Fiscal
Agent (or, in the case of Notes lodged with the CMU, the CMU Lodging and Paying Agent) of its
election for such exchange.

In the event that a Global Note is exchanged for Definitive Notes, such Definitive Notes shall be issued
in Specified Denomination(s) only. A Noteholder who holds a principal amount of less than the minimum
Specified Denomination will not receive a Definitive Note in respect of such holding and would need to
purchase a principal amount of Notes such that it holds an amount equal to one or more Specified
Denominations.

Global Certificates

If the relevant Pricing Supplement states that the Notes are to be represented by a Global Certificate on
issue, the following will apply in respect of transfers of Notes held in Euroclear or Clearstream,
Luxembourg or the CMU or an Alternative Clearing System. These provisions will not prevent the
trading of interests in the Notes within a clearing system whilst they are held on behalf of such clearing
system, but will limit the circumstances in which the Notes may be withdrawn from the relevant clearing
system.

Transfers of the holding of Notes represented by any Global Certificate pursuant to Condition 2 may only
be made in part:

(i)  if the relevant clearing system is closed for business for a continuous period of 14 days (other than
by reason of holidays, statutory or otherwise) or announces an intention permanently (o cease
business or does in fact do so;

(ii) if principal in respect of any Notes is not paid when due; or

(iii) with the prior consent of the Issuer,

provided that, in the case of the first transfer of part of a holding pursuant to (i) or (ii) above, the

Registered Holder has given the Registrar not less than 30 days’ notice at its specified office of the
Registered Holder’s intention to effect such transfer.
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Partial Exchange of Permanent Global Nofes

For so long as a permanent Global Note is held on behalf of a clearing system and the rules of that
clearing system permit, such permanent Global Note will be exchangeable in part on one or more
occasions for Definitive Notes (i) if principal in respect of any Notes is not paid when due or (ii) if so
provided in, and in accordance with, the Conditions (which will be set out in the relevant Pricing
Supplement) relatiug to Partly Paid Notes.

Delivery of Notes

On or after any due date for exchange the holder of a Global Note may surrender such Global Note or, in
the case of a partial exchange, present it for endorsement to or to the order of the Fiscal Agent (or, in the
case of Notes lodged with the CMU, the CMU Lodging and Paying Agent). In exchange for any Global
Note, or the part thereof to be exchanged, the Issuer will (i) in the case of a temporary Global Note
exchangeable for a permanent Global Note, deliver, or procure the delivery of, a permanent Global Note
in an aggregate nominal amount equal to that of the whole or that part of a temporary Global Note that is
being exchanged or, in the case of a subsequent exchange, endorse, or procure the endorsement of, a
permanent Global Note to reflect such exchange or (ii) in the case of a Global Note exchangeable for
Definitive Notes or Registered Notes, deliver, or procure the delivery of, an equal aggregate nominal
amount of duly executed and authenticated Definitive Notes and/or Certificates, as the case may be.
Global Notes and Definitive Notes will be delivered outside the United States and its possessions. In this
Offering Circular, “Definitive Notes” means, in relation to any Global Note, the definitive Bearer Notes
for which such Global Note may be exchanged (if appropriate, having attached to them all Coupons and
Receipts in respect of interest or Instaliment Amounts that have not already been paid on the Global Note
and a Talon). Definitive Notes will be security printed and Certificates will be printed in accordance with
any applicable legal and stock exchange requirements in or substantially in the form set out in the
Schedules to the Agency Agreement. On exchange in full of each permanent Global Note, the Tssuer will,
if the holder so requests, procure that it is cancelled and returned to the holder together with the relevant
Definitive Notes.

Exchange Date

“Exchange Date” means (i) in relation to an exchange of a temporary Global Note to a permanent Global
Note, the day falling after the expiry of 40 days after its issue date; or (ii) in relation to an exchange of a
permanent Global Note to a Definitive Note, a day falling not less than 60 days or in the case of exchange
following failure to pay principal in respect of any Notes when due 30 days, after that on which the
notice requiring exchange is given and on which banks are open for business in the city in which the
specified office of the Fiscal Agent is located and in the cities in which the relevant clearing systems are
located.

Amendment to Conditions

The temporary Global Notes, permanent Global Notes and Global Notes contain provisions that apply to
the Notes that they represent, some of which modify the effect of the Conditions set out in this Offering
Circular, The following is a sumnary of certain of those provisions:

Payments

No payment falling due after the Exchange Date will be made on any Global Note uniess exchange for an
interest in a permanent Global Note or for Definitive Notes or Registered Notes is improperly withheld or
refused. Payments on any temporary Global Note issued in compliance with the D Rules before the
Exchange Date will only be made against presentation of certification as to non-U.S. beneficial
ownership in the form set out in the Agency Agreement. All payments in respect of Notes represented by
a Global Note {except with respect to Global Note held through the CMU) will be made against
presentation for endorsement and, if no further payment falls to be made in respect of the Notes,
surrender of that Global Note to or to the order of the Fiscal Agent as shall have been notified to the
Noteholders for such purpose. A record of each payment so made will be endorsed on each Global Note,
which endorsement will be prima facie evidence that such payment has been made in respect of the
Notes. Condition 7(e)(vii) and Condition 8(d) will apply to the Definitive Notes only.
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All payments in respect of Notes represented by a Global Certificate will be made to, or to the order of,
the person whose name is entered on the Register at the close of business on the record date which shalt
be on the Clearing System Business Day immediately prior to the date for payment, where “Clearing
System Business Day” means Monday to Friday inclusive except 25 December and I January.

In respect of a Global Note or Global Certificate held through the CMU, any payments of principal,
interest (if any) or any other amounts shall be made to the person(s) for whose account(s) interests in the
relevant Global Note are credited (as set out in a CMU Instrument Position Report or any other relevant
notification supplied to the CMU Lodging and Paying Agent by the CMU) and, save in the case of final
payment, no presentation of the relevant bearer Global Note or Global Certificate shall be required for
stich purpose.

Prescription

Claims against the Issuer in respect of Notes that are represented by a permanent Global Note will
become void unless it is presented for payment within a period of 10 years (in the case of principal) and
five vears (in the case of interest) from the appropriate Relevant Date {(as defined in Condition 8),

Meetings

The holder of a permanent Global Note or of the Notes represented by a Global Certificate shall (unless
such permanent Global Note or Global Certificate represents only one Note) be treated as being two
persons for the purposes of any quorum requirements of a meeting of Noteholders and, at any such
meeting, the holder of a permanent Global Note or a Global Certificate shall be treated as having one
vote in respect of each integral currency unit of the Specified Currency of the Notes. (All holders of
Registered Notes are entitled to one vote in respect of each integral currency unit of the Specified
Currency of the Notes comprising such Noteholder’s holding, whether or not represented by a Global
Certificate.)

Cancellation

Cancellation of any Note represented by a permanent Global Note or Global Certificate that is reqnired
by the Conditions to be cancelled (other than upon its redemption) will be effected by reduction in the
nominal amount of the relevant permanent Global Note or Global Certificate.

Purchase

Notes represented by a permanent Global Note may only be purchased by the Issuer or any of its
respective subsidiaries if they are purchased together with the rights to receive all future payments of
interest and Installment Amounts (if any) thereon.

The Option of the Issuer

Any option of the Issuer provided for in the Conditions of any Notes while such Notes are represented by
a permanent Global Note shall be exercised by the Issuer giving notice to the Noteholders within the time
fimits set out in and containing the information required by the Conditions, except that the notice shall
not be required to contain, in the case of Bearer Notes, the certificate numbers of Notes drawn or, in the
case of Registered Notes, the holder of the Notes in respect of a partial exercise of an option and
accordingly no drawing of Notes shall be required. In the event that any option of the Issuer is exercised
in respect of some but not all of the Notes of any Series, the rights of accountholders with a clearing
system in respect of the Notes will be governed by the standard procedures of Buroclear, Clearstream,
Luxembourg, the CMU or any other clearing systein (as the case may be}.

Noteholders’ Options

Any option of the Noteholders provided for in the Conditions of any Notes while such Notes are
represented by a permanent Global Note may be exercised by the holder of the permanent Global Note (in
accordance with the standard procedures of the relevant clearing system) giving notice to the Fiscal
Agent or (in respect of Notes represented by a Global Certificate) the Registear or Transfer Agent or {in
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respect of Notes lodged with the CMU) the CMU Lodging and Paying Agent within the time limits
relating to the deposit of Notes with a Paying Agent set out in the Conditions substantially in the form of
the notice available from any Paying Agent, except that the notice shall not be required to contain the
serial numbers of the Notes in respect of which the option has been exercised, and stating the nominal
amount of Notes in respect of which the option is exercised and at the same time presenting the
perinanent Global Note or Global Certificate to the Fiscal Agent, the relevant Registrar, a Transfer Agent
or the CMU Lodging and Paying Agent (or, in each case, to a Paying Agent acting on their behalf), as the
case may be, for notation.

Notices

So long as any Notes are represented by a Global Note or Global Certificate and such Global Note or
Global Certificate is held on behalf of (i) Euroclear and/or Clearstream, Luxembourg or any other
clearing system (except as provided in (ii) below), notices to the holders of Notes of that Series may be
given by delivery of the relevant notice to that clearing system for communication by it to entitled
accountholders in substitution for publication as required by the Conditions or by delivery of the relevant
notice to the holder of the Global Note or Global Certificate or (if) the CMU, notices to the holders of
Notes of that Series may be given by delivery of the relevant notice to the persons shown in a CMU
Instrument Position Report issued by the CMU on the second business day preceding the date of dispatch
of such notice as holding interests in the retevant Global Note or Global Certificate.

Partly Paid Notes

The provisions relating to Partly Paid Notes are not set out in this Offering Circular, but will be
contained in the relevant Pricing Supplement and thereby in the Global Notes or Global Certificates.
While any instalments of the subscription moneys due from the holder of Partly Paid Notes are overdue,
no interest in a Global Note representing such Notes may be exchanged for an interest in a permanent
Global Note or for Definitive Notes (as the case may be). If any Noteholder fails to pay any instalment
due on any Partly Paid Notes within the time specified, the Issuer may forfeit such Notes and shall have
no further obligation to their holder in respect of them.
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FORM OF PRICING SUPPLEMENT

Schedule C

Form of Pricing Supplement

The form of Pricing Supplement that will be issued in respect of each Tranche, subject only to the

deletion of non-applicable provisions, is set out below:

Pricing Supplement dated [*]
Agricultural Bank of China Limited [[*] Branch]

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]
under the U.5.$15,000,000,000 Medium Term Note Programme

1 Issuer:
2 [(1)] Series Number:

[(ii) Tranche Number

(If fungible with an existing Series, details
of that Series, including the date on which

the Notes become fungible.}]
[(iii)] Tax Jurisdiction
3 Specified Currency or Currencies:
4 Aggregate Nominal Amount;
(i) Series:
[(ii}y Tranche:

5 [(D)] Issue Price:

[(ii) Net proceeds:
6 (i} Specified Denominations:
(i) Calculation Amount®:
7 (i) Tssue Date:
(ii} Interest Commencement Date:

8 Maturity Date:

9 Interest Basis:
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Agricultural Bank of China Limited [[+] Branch]

(]

[*]

[*]
[]

[*1
[1]

I+] per cent. of the Aggregate Nominal Amount
[plus accrued interest from [insert date] (in the
case of fungible issues only, if applicable)]

i*] (Required only for listed issues)]
[

[*]

f]

[Specify/lssue date/Not Applicable)

[specify date (for Fived Rate Notes) or (for
Floating Rate Notes) Interest Payment Date
falling in or nearesi to the relevant month and
year]®

[{] per cent. Fixed Rate]

[specify reference rate] +/— [*] per cent.
Floating Rate]

[Zero Coupon]

[Index Linked Interest]

[Other {specify)]

(further particulars specified below)




10

i1

i2

13

i4

15

Redemption/Payment Basis:

Change of Interest or Redemption/ Payment

Basis:

Put/Call Options:

Status of the Notes:

Listing:

Method of distribution:

[Redemption at par]

[Index Linked Redemption]
[Dual Currency]

[Partly Paid]

[Instalment]

[Other (specifin]

{Specify  details of any provision for
convertibility of Notes into another inferest or
redemption/payment basis]

[Put]

[Call]

(NB: HKMA approval will be required in the
case of Subordinated Notes)

[(further particulars specified below)]

[Senior Notes/ Subordinated Notes]
[*1/Other (specify)iNone]

[Syndicated/Non-syndicated]

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

16

Fixed Rate Note Provisions

(i)

(iii}

(iv)

(v)

(vi)

Rate [(s)] of Interest:

Interest Payment Date(s):

Fixed Coupon Amount[(s)]:

Broken Amount:

Day Count Fraction (Condition 5(j}):

Determination Date(s) (Condition 5(j}):
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[Applicable/Not Applicable]
(If not applicable, delete the remaining
subparagraphs of this paragraph)

[*] per cent. per annum [payable [annually/semi-
annually/quarterly/monthly] in arrear]

[*] in each year® [adjusted in accordance with
[specify Business Day Convention and any
applicable Business Centre(s) for the definition
of “Business Day” Jinot adjusted]

[*] per Calculation Amount®

{*] per Calculation Amount, payable on the
Interest Payment Date falling [in/on] [*]

[Insert particulars of any initial or final broken
interest amounts which do not correspond with
the Fived Coupon Amount{(s}] and the Interest
Payment Date{s) fo which they relate]

[30/360/ Actual/ Actual (ICMA/ISDA)/Other]

{Day count fraction should be Actual/Actual-1CMA
for all fixed rate issues other than those
denominated in US dollars or Hong Kong dollars,
unless the client requesis otherwise)

f*] in each year, [Insert regular interest payment
dates, ignoring issue date or maturity date in the
case of & long or shori first or last coupon ™
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(vii) Other terms relating to the method of
calculating interest for Fixed Rate Notes:

Floating Rate Note Provisions

(i) Interest Period(s):

(i)

Specified Interest Payment Dates:

(iif)

Business Day Convention:

(iv) Business Cenire(s) (Condition 5()):

(v) Manner in which the Rate(s) of Interest is/
are to be determined:

(vi) Interest Period Date(s):

(vii) Party responsible for calculating the
Rate(s) of Interest and Interest Amount(s)

(if not the Calculation Agent):

(viii) Screen Rate Determination (Condition
S(b)(iiix}B):
’ Reference Rate:
+ Interest Determination Date:

. Relevant Screen Page:

(ix) ISDA Determination (Condition 5(b)(iif)(A)):
. Floating Rate Option:
. Designated Maturity:
. Reset Date:
. ISDA Definitions: (if different from
those set out in the Conditions)
(x) Margin(s):
(xi) Miniinum Rate of Interest:

(xii) Maximum Rate of Interest:
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[Not Applicable/give details]

[Applicable/Not Applicable] (If not applicable,
delete the remaining sub-paragraphs of this
paragraph)

[*]
[*]

[Floating Rate Business Day
Convention/Following Business Day
Convention/Modified Following Business Day
Convention/Preceding Business Day
Conventionfother (give details)]

[]

[Screen Rate Determination/ISDA Determination/
other (give details)]

[Not Applicable/specify dates] (Not applicable
unless different from Interest Payment Date)

[]

{1

[[+] |TARGET] Business Days in [specify city]
For [specify currency] prior to [the first day in
each Interest Accrual Period/each Interest

Payment Date]}

[*]

[*]
[]
[

[2000/2006]

[+/-] [*] per cent. per annum
[*] per cent, per annumn

[*] per cent. per annumn
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19

20

(xiii) Day Count Fraction (Condition 5(j)):

(xiv) Fall back provisions, rounding provisions,
denominator and any other terms relating
to the method of calculating interest on

Floating Rate Notes, if different from
those set ont in the Conditions;

Zero Coupon Note Provisions

(i) Amortisation Yield (Condition 6(b)):
(ii) Day Count Fraction (Condition 5()):

(iii) Any other formula/basis of deterimining
amount payable:

Index Linked Interest Note Provisions

(i} Index/Formula:

(ii)

Party responsible for calculating the
Rate(s) of Interest and/or Interest
Amount(s) (if not the [Agent]):

(iit)

Provisions for determining Coupon where
calculation by reference to Index and/or
Formula is impossible or impracticable:

(iv) Interest Period(s):
(v} Specified Interest Payment Dates:

(vi)

Business Day Convention:

(vii) Business Centre(s) (Condition 5(j)}:
(viii) Minimum Rate of Interest:

(ix) Maximum Rate of Interest:

(x) Day Count Fraction (Condition 5(j)):

Dual Currency Note Provisions

(i) Rate of Exchange/Method of calculating
Rate of Exchange:
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[

[Applicable/Not Applicable] (If not applicable,
delete the remaining sub-parvagraphs of this
paragraph)

[*] per cent. per annum

[*]

1

[Applicable/Not Applicable] (If not applicable,
delete the remaining sub-paragraphs of this
paragraph)

[Give or annex details]

[*]

[]
[*]

[Floating Rate Business Day
Convention/Following Business Day
Convention/Modified Following Business Day
Convention/Preceding Business Day
Convention/other (give details)}

[*]
[] per cent. per annum
[] per cent. per annum
]

[Applicable/Not Applicable] (If not applicable,
delete the remaining sub-paragraphs of this
paragraph)

[Give details]




(i) Party, if any, responsible for calculating [*]

the Rate(s) of Interest
Amount(s) (if not the [Agent]):

and Interest

(iii) Provisions applicable where calculation by [*]
reference to Rate of Exchange impossible
or impracticable:

(iv) Person at whose option Specified [*]
Currency(ies) isfare payable:

(v} Day Count Fraction (Condition 5(j)}:

PROVISIONS RELATING TO REDEMPTION

21 Cali Option

(i) Optional Redemption Date(s):

(i) Optional Redemption Amount(s) of each
Note and method, if any, of calculation of
such amount(s):

(iii) If redeemable in part:

(2) Minimum Redemption Amount:
() Maximum Redemption Amount:
(iv) Notice period:
22 Put Option

(iy Optional Redemption Date(s):

(ii) Optional Redemption Amount(s) of each
Note and method, if any, of calculation of
such amount(s):

(iii) Notice period:

23 Final Redemption Amount of each Note
24  Barly Redemption Amount

(i) Barly Redemption  Amount(s)

per

Calculation Amount payable on redemption
for taxation reasons (Condition 6(c)) or
Event of Default (Condition 10(a) or 10(b})
and/or the method of calculating the same
(if required or if different from that set out

in the Conditions):
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[

[Applicable/Not Applicable] (If not applicable,
delete the remaining sub-paragraphs of this
paragraph)

[

[*] per Calculation Amount

{*] per Calculation Amount

[*] per Calculation Amount

[]

[Applicable/Not Applicable] (If not applicable,
delete the remaining sub-paragraphs of this
paragraph)

(*]

{*] per Calculation Amount

i*)

[*] per Calcunlation Amount

I]




GENERAL PROVISIONS APPLICABLE TO THE NOTES

25 Form of Notes:
(i)

26  Financial Centre(s) (Condition 7[(h)]) or other
speciaf provisions relating to payment dates:

27  Talons for future Coupons or Receipts to be
attached to Definitive Notes (and dates on which
such Talons mature):

28  Details relating to Partly Paid Notes: amount of
each payment comprising the Issue Price and
date on which each payment is to be made and
consequences (if any) of failure to pay,
including any right of the Issuer to forfeit the
Notes and interest due on late payment:

29  Details relating to Instalment Notes:

(i} Instalment Amount(s):
(ii) TInstalment Date(s):
(iii) Minimun Instalment Amount:
(iv) Maximum Instalment Amount:
30 Redenomination, renominalisation and

reconventioning provisions:

31 Consolidation provisions;

32 Other terms or special conditions:

DISTRIBUTION

33 (i) If syndicated, names of Managers:
(il) Stabilising Manager (if any):
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[Bearer Notes/Registered Notes)
[Delete as appropriate]

[temporary Global Note exchangeable for a
permanent Global Note which is exchangeable
for Definitive Notes in the limited circumstances
specified in the permanent Global Note]
[temporary Global Note exchangeable for
Definitive Notes on [*] days’ notice] [permanent
Global Note/Certificate exchangeable for
Definitive Notes/Certificates on [*] days’ notice/

at any time/in the limited circumstances
specified in the permanent Global Note/
Certificate]

[Not Applicable/Give details. Nofe that this ifem
relates fo the date and place of payment, and not
interest period end dates, to which item 16(ii),
17(iv) and 19(vii) relate]

[Yes/No. If yes, give details]

[Not Applicable/give details]

[Not Applicable/give defails]
[*]
[
[*]
[*]

{Not Applicable/The provisions annexed to this
Pricing Supplement apply)

[Not Applicable/The provisions annexed to this
Pricing Supplement apply]

[Not Applicable/give details]™®

[Not Applicable/give names)

[Not Applicable/give name]




34 Tf non-syndicated, name of Dealer: {Not Applicable/give name]

35 U.S. Selling Restrictions Reg. § Category 2; TEFRA D/TEFRA C/TEFRA
Not Applicable]

36  Additional selling restrictions: [Not Applicable/give details]

OPERATIONAL INFORMATION

a7 ISIN Code: "
38 Common Code: [*]
39  CMU Instrument Number: [+

40  Any clearing system(s) other than Buroclear, [Not Applicable/give name(s) and number(s)]
Clearstream, Luxembourg and the CMU Service
and the relevant identification number(s):

41 Delivery: Delivery [against/free of] payment
42 Additional Paying Agents (if any): f*]
GENERAL

43 The aggregate principal amount of Notes issued [Not Applicable/US$[*]]
has been translated into US dollars at the rate of
[*], producing a sum of (for Notes not
denominated in US dollars):

44 In the case of Registered Notes, specify the [Not Applicable/Luxembourg]
Tocation of the office of the Registrar if other
than Hong Kong:

45  In the case of Bearer Notes, specify the location [Not Applicable/Hong Kong]
of the office of the Fiscal Agent if other than
London:

[LISTING APPLICATION

This Pricing Supplement comprises the final terms required to list the issue of Notes described herein
pursuant to the USS$[+] Medium Term Note Programme of Agricultural Bank of China Limited [[*]
Branch.]

[STABILISING

In connection with the issue of any Tranche of Notes, one or more of the Dealers named as Stabilising
Manager (or persons acting on behalf of any Stabilising Manager(s)) in this Pricing Supplement may
over-allot Notes or effect transactions with a view to supporting the market price of the Notes at a level
higher than that which might otherwise prevail for a limited period after the closing date of the relevant
Tranche of Notes. However, there is no obligation on the Stabilising Manager(s) (or persons acting on
behalf of any Stabilising Manager) to do this. Such stabilising if commenced may be discontinued at any
time, and must be brought to an end after a limited period. Such stabilising shall be in compliance with
all applicable laws, regulations and rules.]
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[MATERIAL ADVERSE CHANGE STATEMENT

[Except as disclosed in this document, there/There]® has been no significant change in the financial or
trading position of the Issuer or of the Group since [insers date of last audited accounts or interim
accounts (if later)] and no material adverse change in the financial position or prospects of the Issuer or
of the Group since [insert date of last published annual accounts].]

RESPONSIBILITY

The Tssuer accepts responsibility for the information contained in this Pricing Supplement.
[If the Issuer is not the Hong Kong branch of Agricultural Bank of China Limited, by signing this Pricing
Supplement and delivering it to the Fiscal Agent, the Issuer agrees to become a party to the Agency

Agreement in place of the Hong Kong Branch (as defined therein).]

Signed on behalf of the Issuer:

By:

Duly authorised

Motes:

(1) Notes (including Notes denominated in sterling} in respect of which the issue proceeds are to be accepted by the Issuer in the
United Kingdom or whose issuc otherwise constitutes a contravention of section 19 of the FSMA and which have a maturity of

less than one year must have a minimum redesption value of £100,000 {or its equivalent in other currencies).

If the speeified denomination is expressed to be £100,000 or its equivalent and multiples of a lower principal amount (for
example £1,000), insert the additional wording set out in the Guidance Note published by ICMA in November 2006 (or its
replacesnent from time to time) as follows: “£100,000 and integral multiples of €1,000 in excess thereof up to and including
€199,000. No notes in definitive form will be issued with a denomination above €199,0007.

(2) Note that for Renminbi or Hong Kong dollar denominated Fized Rate Notes where the Interest Payment Dates are subject to

modification it will be nccessary to use the second option here.

(3) Note that for certain Renminbi or Hong Kong dollar denominated Fixed Rate Notes the Interest Payment Dates are subject to
modification and the following words should be added: “provided that if any Interest Payment Date falls on a day which is not a
Business Day, the Interest Payment Date will be the next succeeding Business Day unless it would thereby fall in the next
calendar month in which cvent the Interest Payment Date shall be brought forward to the immediately preeeding Business Day.”

(4) For Heng Kong dollar denominated Fixed Rate Notes where the Interest Payment Dates are subjeet to moedification the following
alternative wording is appropriate: “Rach Tixed Coupon Amount shall be calculated by multiplying the product of the Rate of
Interest and the Calculation Amount by the Day Count Fraction and rounding the resultant figure to the nearest CNY0.01,
CNY0.05 in the case of Renminbi denominated Fixed Rate Notes or to the nearest HK$0.01, HK30,005 in the case of Hong Kong
dollar denominated Fixed Rate Notes, being rounded upwards.”

(5) Only to be completed for an issue where the Day Count Fraction is Actual/Actual-ICMA.

(6) If the temporary Global Note is exchangeable for definitives a1 the option of the holder, the Notes shall be tradeable enly in
amounts of at least the Specified Denomination (or if mnore than one Specificd Dencinination, the lowest Specified

Denomination} provided in paragraph 6 and multiples thercof.
(7) kf full terms and conditions are o be used, please add the following here:
“The full text of the Conditions which apply to the Notes {and which will be endorsed on the Notes in definitive form] are set out

in [the Annex hereto], which Conditions replace in their entirety those appearing in the Offering Circular for the purposcs of

these Notes and such Conditions will prevail over any other prevision to the contrary.”
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The first set of bracketed words is to be deleted where there is a permanent global Note instead of Notes in definitive form. The

full Conditions should be attached to and form part of the Pricing Supplement.

(8) If any change is diselosed in the Pricing Supplement, it will require approval by the Stock Exchange(s). Considcration should be given
as to whether or not such disciosure should be made by means of a supplemental Offering Circular rather than in a Priging Supplement.
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CAPITALISATION AND INDEBTEDNESS

As at 31 December 2013, the Bank had an authorised share capital of CNY324,794,1 17,000 divided into
10,738,823,096 H shares of CNY1.00 each and 294,055,293,904 A shares of CNY1.00 each.

The following table sets out the Group’s consolidated capitalisation and indebtedness as at 31 December
2013. This table should be read in conjunction with the audited financial statements of the Group as at
31 December 2013, including the notes thereto, included elsewhere in this Offering Circular.

As at
31 December 2013
CNY in millions

Debi
Drebt SEOUTIHES TSSUEH ot v e v v s s e e eeua s aaran e aaa e e s s s bata et 266,261
OLher BOITOWIRES) L1\ 4t v et e et rr e r et s e s s s et 13,451,304
Shareholders’ Equity
SHATE CAPIIAL + .+ vse e e et eeterrmmn b e me e e a e s n et 324,794
CHPTUL TESEIVE & 4 vaeee v ve e e eaacaanemcemss s s r s et s s st s 98,773
Investment revalialion TESGIVE v ve e eetsrarasmnnoussanrsrsasstosatonionnanssrrestrsstrrisesnaeess (22,772)
SUIPIUS TESEIVE 11w st ennrs e e tmass s snnssa s s as s s iaa i r e e r st ia bttt 60,632
GEMETAL FESETVE « - e v e v st e st vea e baseen s ma e s s b e ama i se bbb s e 139,204
RELAINEA BATIIIES v v e v vveasenmsmmm s tns e s aane s bbs s s s e st bbbt ran s s st 243,482
Foreign currency translation TESEIVE (. .uuvueenesrie ot e (1,005)
NOM-CONIONINE IMIEEESES 1t v v ravs s nuse s er s rsree e mn s st a et se e 1,429
TOUAL BGUILY 4 v vveeeeerm s e e e es e v s smo e s aea s s s re e s 844,537
Total eapiAlISAtION .. .. ..o ot netrrare e 14,562,102
Note:

(1) Caleulated as the difference between total Tiabilities and debt securities issued.

There has been no material change in the consolidated capitalisation and indebtedness of the Group since
31 December 2013.
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USE OF PROCEEDS

The net proceeds of any Notes issued under the Programme shall be used for the Issuer’s working capital

and general corporate purposes.
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DESCRIPTION OF THE BANK

Overview

The Bank is a leading commercial bank in China it terms of total assets, total loans and total deposits. As
at 31 December 2011, 2012 and 2013, the Bank had total assets of CNY11,677.6 billion, CNY13,244.3
billion and CNY14,562.1 billion, total gross loans of CNY35,639.9 billion, CNY6,433.4 billion and
CNY7,224.7 billion. The Bank’s total customer deposits amounted to CNY9,622.0 billion, CNY10,8062.9
billion and CNY11,811.4 billion for the same periods respectively. From 31 December 2011 to
31 December 2013, the Bank’s total assets, total gross loans and total customer deposits grew by a CAGR
of 11.7%, 13.2% and 10.8%, respectively.

The Bank has one of the leading domestic distribution networks among the Large Commercial Banks in
terms of the number of branch outlets. As at 31 December 2013, it had a total number of 23,547 domestic
branches. Leveraging its extensive network, the Bank provides a wide range of banking products and
services to its corporate and retail customers in China.

As a leading bank in China’s Urban Areas, the Bank has benefited from China’s strong economic growth
in recent years, and by leveraging its extensive distribution network and farge customer base, the Bank
was able to further strengthen its market position in the Urban Areas. For the years ended 31 December
2011, 2012 and 2013, its deposits in the Urban Areas totalled CNY5,608.0 billion, CNY6,305.6 billion
and CN'Y6,852.0 billion, representing a CAGR of 10.5% for the same period.

The Bank is a leading provider of financial services in China’s vast, fast-developing County Areas, with
the largest number of domestic branch outlets among the Large Commercial Banks. The Bank refers to
such banking business as the “County Area Banking Business” or “Sannong Banking Business”. It
believes that the established market leadership and vast distribution network of its County Area Bankiug
Business enable it to continue to take advantage of the various growth opportunities arising from the
rapid urbanisation and favourable economic and policy developments in the County Areas. As at
31 December 2011, 2012 and 2013, the Bank’s loans and advances in the County Areas totalled
CNY1,751.5 bitlion, CNY2,049.2 billion and CNY2,348.0 billion, respectively. The deposits it takes in
the County Areas totalled CNY4,014.0 billion, CNY4,557.3 biilion and CNY4,959.4 billion for the same
periods, From 31 December 2011 to 31 December 2013, the Bank’s loans and advances and deposits in
the County Areas grew by a CAGR of 15.8% and 11.2% respectively.

The Bank believes that “Agricultural Bank of China” (“FEJRHAT") is one of the most recognised
financial services brands in China. In 2013, the Bank was recognised as “Top 3 Most Valuable Global
Banking Brand in Asia” by Brand-Finance and awarded "Best Managed Banking and Finance Institution
in Asia” by Euromoney. In 2012, the Bank was awarded “BrandZ Top 50 Most Valuable Chinese Brands™
and the “Financial Platinum Corporate Award” by The Asset. In 2011, the Bank was recognised as “2011
Most Innovative Chinese Company” by Forfune and awarded “China’s Most Promising Cowmpanies in
2011 Awards” by The Asset.

Headquartered in Beijing with a nationwide distribution network, as at 31 December 2013, the Bank had
seven overseas branches in Hong Kong, Singapore, Seoul, New York, Dubai, Tokyo and Frankfurt and
representative offices in Sydney, Vancouver and Hanoi. During 2013, the Bank’s Dubai branch, Tokyo
branch and Frankfurt branch commenced operation. The Bank has received approvals for its applications
for the establishment of Hanoi branch, Luxembourg branch and Vancouver branch (approval obtained in
January 2014). Tn addition, the Bank has a number of wholly-owned overseas subsidiaries, including
ABC International Holdings Limited and China Agricultural Finance Co., Ltd.
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The following chart sets out the Bank’s group structure as at 31 December 2013 :

Public H share Public A share
MOF Huifin SSF shareholders shareholders
39.21% 40.28%% 3.02% 9.46%5 8.03%5
Agricultural Baak of Chira Limited
O tative
Domestic branches™ Domestic subsidiaries™ Overseas subsidiaries™ Overseas branches® ‘e”ea:[:;f :(?fn t

{1) Includes the head office and its business depariment, three specialised institutions managed by the head office, 37 tier-1 branches
(including branches directly managed by the head office}, 35! tier-2 branches {including business departments of branches in
provinces), 3,506 tier-1 sub-branches (including business departments in municipalities, business departments of branches
directly managed by the head office and business departments of tier-2 branches), and 19,648 other establishments as at
3§ December 2013,

{2) The Bank’s major domestic subsidiaries include ABC-CA Fund Management Co., Ltd., ABC PFinancial Leasing Co., Ltd., ABC
Life Insurance Co., Ltd., ABC Hubei Hanchuan Rural Bank Limited Liability Company, ABC Hexigten Rural Bank Limited
Liability Company, ABC Ansai Rural Bank Limited Liability Company, ABC Jixi Rural Bank Limited Liability Company, ABC
Xiamen Tong’an Rural Bank Limited Liability Company and ABC Zhejiang Yongkang Rural Bank Limited Company.

(3) The Bank's major overseas subsidiaries include Agricultural Bank of China (UK} Limited, ABC Tnternational Holdings Limited
and China Agricultural Finance Co., Lid.

(4) Hong Kong, Singapore, Seoul, New York, Dubsi, Tokyo and Frankfurt branches.
(5) Sydney, Vancouver and Hanoi representative offices.

Hong Kong Branch

The Hong Kong Branch was established in 22 November 1995 as the first overseas stronghold of the
Bank. It holds a banking business license and focuses on corporate banking business, providing domestic
and overseas companies with syndicate loans, working capital loans, bond underwriting and distribution,
international settlement, trade finance and deposit-taking services.

The Hong Kong Branch has 12 departments: legal and compliance, internal audit, corporate affairs,
finance, information technology, operations, trade finance, cash management, corporate banking, credit,
financial markets, product development/personal banking. It has a 3 tier structure of frontline
departments, middle and back offices which collaborate with cach other to enhance operations.

The Bank’s competitive strengths

The Bank’s principal competitive strengths include:

Balanced Urban and Rural Growth Strafegy

With a significant market share and a broad presence in both Urban Areas and County Areas, the Bank is
well-positioned to capitalise on China’s future growth by providing comprehensive products and services
to its customers through an integrated platform that covers both Urban Areas and County Areas.

For the year ended 31 December 2013, County Areas contributed to 40.0% of the Bank’s operating
incomte. The Bank endeavours to maintain balanced development in both Urban Areas and County Areas
to minimise volatility to its business arising from potential asymmetric policies applying to Urban Areas
and County Areas.
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Rapid urbanisation, increasing business flows between the Urban Areas and the County Areas and the
continued shift to a more consumption-driven economy have stimulated a strong growth in both Urban
Areas and County Areas. In addition, as a key part of its future development strategy, the PRC
government plans to continue to focus on promoting the economic development of the County Areas. One
of the key focuses of the 12th Five-Year Plan (“1"ZFMRE”) announced in the National People’s
Congress in March 2011 was the continuing development of the County Areas. The Bank believes that
the continued trend of urbanisation will further increase the County Areas’ contribution to China’s GDP.
The economic development in the County Areas has spurred rapid growth of the banking industry in these
areas. Benefitting from its established leadership in both Urban Areas and County Areas, the Bank
believes that it is well-positioned to capitalise on China’s future growth in both Urban Areas and County
Areas,

Extensive nationwide branch outlet network complemented by a multi-channel electronic banking
system

The Bank has a nationwide distribution network with a leading number of branch outlets among the Large
Commercial Banks. As at 31 December 2013, the Bank had a total number of 23,547 domnestic branch
outlets, covering all of the provincial-level administrative regions, prefectural-level cities, and county-
level administrative regions except Sansha, Tt maintains a strong presence and extensive network in
economically developed areas. Such an extensive network adds risk diversification features into the
Bank’s business and minimises potential adverse influence of regional economic risk on the overall
business of the Bank. The Bank is well-positioned to benefit from lower penetration, less competition and
larger loan pricing power in rural areas, which complements its urban banking business in economically
developed areas.

As an important complement to and extension of its nationwide distribution network, the Bank has a
multi-channel electronic banking transaction system consisting primarily of ATMs, Internet banking,
telephone banking, mobile phone banking and non-cash transaction terminals. The Bank also has a
leading electronic customer service system with Internet portals and a call centre which operates 24 hours
a day, seven days a week.

The Bank’s extensive nationwide branch outlet network together with its multi-channel electronic
banking system provides it with a strong sales platform, which enables it to cross-sell its products and
deliver high-quality, convenient and comprehensive services. Tt has also allowed the Bank to establish a
leading position in major product and service offerings including deposits, lending, settlement, custody,
agency services and bank cards.

Large and diversified customer base providing significant growth potential

Through the Bank’s extensive multi-channel distribution network, the Bank serves a large and diversified
corporate and retail customer base.

As at 31 December 2013, the Bank had approximately 3.3 million corporate banking customers, of which
approximately 77,500 had outstanding loans from the Bank. As at the same date, the Baunk also had
approximately 4.0 million Renminbi-denominated corporate settiement accounts and approximately
254,000 cash management customers, In addition to expanding the Bank’s customer base, the Bank has
focused on optimising its customer mix by developing relationships with large industry-leading
companies, financial institutions and government agencies. Over the years, the Bank has established
extensive strategic cooperation with the major enterprises of the leading sectors in China, including two
major power grid companies, five major power generation companies, three major petroleum companies
and three major telecommunication operators. Such cooperation substantially extended the Bank's
custoiner base to the leading enterprises of the energy, telecommunication, aviation, steel, automobile,
chemical, electronic industries. The Bank has also established extensive strategic cooperation
relationships with companies in the financial services sector as well as the central government
departments and provincial governments. At the end of 2013, the Bank had established business
cooperation with 112 banks and offered third-party depositary services to 99 securities firms for tbeir
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transaction settlement fund and 13.9 million clients signed cooperation contracts with the Bank. The
Bank continues to focus on expanding the institutional banking market and continued to deepen its
cooperation with other banks, securities firms, futures brokerage companies, governments and insurance
companies. As at 31 December 2013, the Bank had established agent cooperation relationships with 170
banks, 159 securities firms and 159 futures brokerage companies in China.

The Bank has established a large retail banking customer base in China with over 440 million retail
customers and more than 19 million VIP customers as at 31 December 2013, The Bank’s large and
affluent retail customer base enables it to identify and introduce attractive new products and services.
The Bank believes that the demand for emerging financial services, such as wealth management,
bancassurance and investment, will increase significantly as its customers’ personal wealth continues to
grow. The Bank believes that its large and diversified customer hase will provide significant business
growth opportunities, which will in turn enhance its competitive position across various business
segments,

Strong deposit base providing stable and low-cost funding

The Bank believes that its large distribution network has enabled it to provide convenient services to its
broad customer base across China and establish a strong brand recognition among its customers. The
Bank has one of the largest customer deposit base among all commercial banks in China, amounting to
CNY11,811.4 billion as at 31 December 2013, representing a substantial market share among all PRC
banking institutions.

The Bank had CNY6,923.6 billion in domestic retail deposits as at 31 December 2013. At the same date,
the Bank’s domestic retail deposits accounted for 58.6% of its total deposits. This is a result of higher
residential savings rate in the County Areas and the Bank’s extensive branch network. The Bank believes
its advantage in retail deposit base will be further strengthened from increasing wealth of population in
the County Areas through enlarged government fiscal subsidies to support agricultural development. The
Bank’s large retail deposit base provides it with a stable source of funding. In addition, the Bank has a
greater percentage of demand deposits within its deposit mix. Domestic demand deposits accounted for
54.6% of its total deposits at 31 December 2013. Having deposits primarily consisting of demand
deposits enables the Bank to maintain a lower cost of deposits compared to other commercial banks in
China. For the years ended 31 December 2011, 2012 and 2013, the Bank’s average domestic cost of
deposits was 1.5%, 1.8% and 1.7% respectively.

The Bank believes that its large deposit base provides it with access to stable source of funding at a
relatively low cost, which enables it to grow its loan business and improve its financial results.

Fast growing fee- and commission-based business

Tt has been an important strategic focus for the Bank to grow its fee- and commission-based business. The
Bank’s integrated branch and electronic banking network and increasingly diversified product and service
portfolio have enabled it to successfully develop its fee- and commission-based business. For the year
ended 31 December 2013, the Bank's net fee and commission income was CN'Y83.2 billion, representing
a CAGR of 10.0% from 2011 to 2013. Through product innovation, resources sharing among the Bank’s
different business segments and cross- selling efforts, the Bank has been able to maintain its strengths in
settlement, asset custody, bank cards and bancassurance businesses.

As at 31 December 2013, the Bank’s assets under custody reached CNY3,585.9 billion, among which, the
value of its insurance assets under custody was the highest among all commercial banks in China. In
addition, the Bank had a consistently high ranking in terms of the total number of bank cards issued as at
the end of each year from 2006 to 2013. The Bank had issued approximately 637 million debit cards as at
31 December 2013 and its “Kins Card” (“&¥+”) brand is widely recognised in the PRC. For the year
ended 31 December 2013, the Bank maintained its leading position in the bancassurance market and
collected CNY95.4 billion new premiums from its sales of insurance products, and earned CNY3.6
bilion of fees and commissions from the Bank’s bancassurance business, the highest among all
commercial banks in China for four consecutive years.
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Furthermore, given the Bank’s large and diversified customer base, it has experienced a rapid growth in
certain new business areas. For the year ended 31 December 2013, fees and commissions income from its
bank card service and agency service reached CNY15.9 billion and CNY21.7 billion, respectively,
representing an increase of 26.8% and 16.2% over the corresponding period in 2012, In addition, the
Bank has also taken initiatives in new business areas that it believes present strong growth potential, such
as asset management, wealth management and investment banking. The Bank was one of the first banks
to offer CBRC-approved Renminbi-denominated wealth management products among approximately
100 banking institutions in China that currently offer such wealth management products. In addition, the
Bank was one of the first banks licensed to provide custodian services to mutual funds.

Continnously enhanced risk management and internal control capabilities

In recent years, the Bank has strengthened its risk management and internal control capabilities by
improving its policies and procedures and introducing advanced risk management tools. The Bank has
adopted a prudent risk management strategy and continued to enhance its risk management organisational
structure, in order to create a centralised risk management system and an independent and effective risk
management function. The Bank has also continued to enhance its credit risk management system. In this
context, the Bank has adopted industry-specific credit guidelines and a customer list-based managemnent
system, and implemented a standardised authorisation and credit approval process, where credit
applications are reviewed by dedicated professionals. The Bank has further refined its risk management
tools and systems by adopting credit limits with respect to its exposure to borrowers, developing a risk
reporting system and implementing a 12-category loan classification system and adopting a customer
credit rating system for corporate loans. The Bank has developed a plan to implement Basel II and
upgrade its internal rating-based system for its customers. The Bank has also expanded the use of
economic capital management tools from credit risk management to market risk and operational risk
management.

The Bank has also started to implement a programme to appoint risk officers from tier-1 branches to tier-
2 branches, and appoint risk managers from tier-2 branches to sub-branches, The Bank believes that its
efforts in strengthening risk management have improved its asset quality. The downgrade migration
ratios of the Bank’s domestic loan portfolio classified as special mention loans decreased to 3.8%, as at
31 December 2013, from 4.6%, as at 31 December 2012.

The Bank has established and improved its internal control and compliance management system and
internal audit system. These systems have enabled it to enhance its internal control and compliance
management capabilities, strengthen its designated internal audit function and reduce operational risks
and incidences of fraud and other non-compliance.

Leading information technology plaiform

The Bank believes that it has one of the most advanced information technology platforms among all
commercial banks in China. The Bank accomplished data centralisation in 2006 and has gradually
established a centralised computer network system which, through its national data centre, covers
nationwide branch outlets and links teller terminals throughout China. In 2010, the Bank completed the
construction project of a new-generation core banking system and IT infrastructure, core business system
as well as basic data platform.

By establishing an information technology system which effectively integrates the Bank’s custotner
service channels, including physical counters, internet banking, customer service system, phone banking,
mobile phone banking and informnation platforms, the Bank is able to provide its management team with
certain financial and operational data on a T+1 basis and better serve its customers in an efficient and
effective manner. The Bank has also focused on calibrating its information systems to meet the
requirements of its County Area Banking Business and strengthen its information technology capabilities
in support of its continued expansion in the County Areas.

82




Experienced management team with a proven track record

The Bank has an energetic, experienced and entrepreneurial management team with an established proven
track record in the financial services industry, The Bank’s president, Mr. ZHANG Yun, has served the
Bank for over 20 years and was previously the Bank’s executive assistant president and executive vice
president. The chairman of the Bank's Board of Supervisors, Mr. CHE Yingxin, has extensive experience
in supervising financial institutions and was the assistant to chairman of the CBRC and chairman of the
Board of Supervisors of Key State-owned Financial Institutions EH TSR ESE). The Bank’s
senior management team have on average over 20 years of professional experience in the financial
industry. All members of the Bank’s management team have in-depth knowledge of banking operations
and management and, through their working experience with the Bank and at other Chinese financial
institutions, have gained an in-depth understanding of China’s macroeconomic environment, its banking
industry and the financial system in China’s County Areas in particular.

The Bank’s experienced management team has demonstrated a track record of successfully implementing
a series of transformational initiatives, including the Bank’s financial restructuring and the improvement
of the Bank’s corporate governance and risk management, Under the leadership of its management team,
the Bank has significantly improved its operations and financial results, and is moving toward its goal of
becoming a world-class commercial bank,

The Bank’s strategies

By leveraging its leading positions in both Urban Areas and County Areas, the Bank believes it will
become a world-class financial institution through the successful implementation of the following
strategies.

FPurther strengthen the Bank’s leadership in the Urban Areas

The Bank plans to further strengthen its leadership in the Urban Areas by focusing on key customers and
selected geographical regions and promoting innovative, high value-added products and services.
Specifically:

. The Bank plans to further develop its business in the more economically developed regions, such as
the Yangtze River Delta, Pearl River Delta and Bohai Rim, focusing on key cities and other areas
with abundant financial resources, such as provincial capitals and regional centres.

. The Bank will continue to focus on large and high-quality customers in its corporate banking
business, including industry leading companies, large state-owned enterprises and Chinese
subsidiaries of global Fortune 500 companies, while maintaining its leadership in the SME segment.
In addition, the Bank plans to tailor its sales and marketing efforts to industry sectors with
significant growth potential.

’ The Bank will further upgrade its outlets and strengthen its customer segmentation capabilities to
enhance cross-selling in its retail banking business. The Bank aims to achieve higher returns
through continued focus on high-growth business areas, such as wealth management and private
banking.

Solidify the Bank’s dominant position in the Counly Areas

The Bank believes that China’s vast, fast-growing County Areas present significant growth potential and
will be a key driver for China’s long-term economic growth. The Bank has a business unit dedicated to
the County Area banking market. The Bank intends to leverage its dominant market position and its first-
mover advantage, to strengthen its presence and customer penetration in the County Areas, which the
Bank believes will deliver more significant profit contribution. Specifically:

. The Bank intends to capture opportunities arising from the urbanisation and industrialisation
process to provide customers in the County Areas, particularly industry-leading companies in the
County Areas as well as their suppliers, customers and distributors, with comprehensive financial
products and services.
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. The Bank aims to meet the needs of mid- to high-end retail customers in the County Areas, and to
leverage its Huinong Card (828F) to develop businesses related to new rural pension insurance and
new rural cooperative medical insurance schemes.

. The Bank plans to leverage its extensive electronic distribution channels to expand its coverage in
the County Areas, provide its customers in the County Areas with more convenient and user-
friendly services and increase its operational efficiency in the County Areas.

. The Bank will continue to allocate additional resources to selected sub-branches in the County
Areas to drive the growth of its business in the County Areas.

Diversify the Bank’s revenue mix by expanding its product and service offerings

The Bank intends to further diversify its revenue sources and increase its overall revenue by expanding
its product and service offerings, particularly fee- and cominission-based business, through the following
efforts.

. The Bank aims to leverage its extensive distribution network to strengthen its leading position in
bank cards, settlement, insurance agency and custody services.

. The Bank also intends to further expand emerging business areas, such as asset management,
investment banking, financial leasing and rural insurance.

In addition to expanding its product and services portfolio, the Bank also intends to adopt a more
sophisticated pricing mechanism by taking into account several factors, including market competition and
customer risk profiles.

Continnwously upgrade the Bank’s multi-channel distribution network

The Bank aims to upgrade its multi-channel distribution network. The Bank believes that its upgraded
outlets and improved electronic banking will enable it to further enhance its operational efficiency and
profitability.

. The Bank plans to continue to upgrade its outlets, allocate separate space to different service
functions and streamline the business operations to increase its operational efficiency and marketing
capability.

. The Bank intends to continue its efforts to upgrade certain of its branch outlets, including

establishing more high-end wealth management centres to develop its wealth management business,
and provide a wider range of products and services to its customers.

. In electronic banking, the Bank intends to leverage its leading information technology platform to
expand its service offerings and Improve its service quality, while at the same time increasing
efficiency.

Continuously strengthen the Bank’s rvisk management and internal control capabilities

The Bank secks to continue to enhance its risk management and internal control capabilities by:

. continuing to focus on implementing a comprehensive risk management strategy characterised by a
sound governance structure, independent credit risk management and strong risk management
culture shared by all its employees;

. proactively preparing for the implementation of Basel II guidelines, applying advanced risk
management tools, upgrading related information technology system and continuously enhancing its
risk identification, measurement, monitoring and control capabilities; and

. further streamlining its internal control organisation structure, continuously examining and
improving its internal controf policies and procedures and supervising and evaluating the
implementation of such policies and procedures to enhance the effectiveness of its internal control
system,
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Attract, motivate and develop falented and experienced professionals

The Bank believes that a key to its success is its ability to recruit, retain, motivate and develop talented
and experienced professionals. The Bank intends to:

. continue to enhance its human resources management to meet its growth plans and its business
needs;

. continue to focus on the recruitment and cultivation of a high-quality and professional workforce,
provide training and development programmes for its employees to enhance their professional
knowledge and capabilities, and create a collegial culture that promotes its employees’ personal and
professional development; and

. continue to improve its management and employee incentive programmes, including an enhanced
economic value-added based incentive scheme, to align compensation with employee performance.
The Bank’s principal businesses

The Bank’s business segments consist of corporate banking, retail banking, treasury operations and other
operations. The following table sets forth, for the periods indicated, the Bank’s operating income by
business segments.

For the year ended 3 December

2011 2012 2013

(in miilions of CNY, except for percentages) Amount % of total Amount % of total Amount % of total
Item

Corporate banking business . ................ 218,628 57.6 249,522 58.7 253,092 54.3
Retail banking business . ... cooviiiniiannns £37,383 36.2 149,398 35.2 180,223 8.7
Treasury operations o....vvverivierironnens 22,844 6.0 23,473 5.5 27,916 6.0
Other operations . .........ooviiiiiaiian 901 0.2 2,571 0.6 4,540 1.0
Total operating income ...............0vns 379,756 100.0 424,964 100.0 465,771 100.0

Corporate banking

Corporate banking constitutes the Bank’s primary source of income and has consistently contributed
more than 50% of its total operating income, The Bank offers a broad range of corporate banking
products and services to corporations and other entities, including state-owned enterprises, private
enterprises, foreign-invested enterprises and government agencies, which the Bank collectively refers to
as its corporate banking customers. The Bank’s corporate banking business consists primarily of
corporate lending, discounted bills, corporate deposits, clearing and settlement services, cash
management, investment banking, custody services, corporate treasury services, guarantee services, third-
party depository and futures margin depository and other agency services. Corporate banking accounted
for 57.6%, 58.7% and 54.3%, of its total operating income in 2011, 2012 and 2013, respectively. The
Bank’s domestic corporate loans accounted for 70.7%, 68.8% and 65.4% of its total loans, and its
domestic corporate deposits accounted for 37.9%, 36.6% and 36.5% of its total deposits from customers
as at 31 December 2011, 2012 and 2013, respectively.

Customer base

As at 31 December 2013, the Bank had approximately 3.3 million corporate banking customers, of which
approximately 77,500 had outstanding loans.

As at 31 December 2013, the Bank’s major corporate [oan customers were concentrated in
(i) manufacturing; (ii) transportation, logistics and postal services; (iii) real estate; (iv) retail and
wholesale and (v} production and supply of power, thermal power, gas and water; represented 29.0%,
12.8%, 11.3%, 11.0% and 10.3% of its total corporate loans outstanding, respectively.

In addition to expanding its customer base, the Bank has focused on optimising its customer mix by
developing relationships with large state-owned enterprises, industry-leading companies and government
agencies.
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Major products and services
Corporate loans

Corporate loans have historically constituted the largest component of the Bank’s loan portfolio. The
Bank’s corporate loans include working capital loans, real estate development loans, project loans, trade
finance products, small business loans and syndicated loans. The Bank’s corporate loans consist
substantially all of its Renminbi-denominated loans, As at 31 December 2011, 2012 and 2013, the Bank
had CNY3,989.6 billion, CNY4,428.0 billion and CNY4,728.9 billion in domestic corporate loans
outstanding, respectively, accounting for 70.7%, 68.8% and 65.4% of its total loans for the same period.

From 31 December 2011 to 31 December 2013, the Bank’s outstanding domestic corporate loans grew by
a CAGR of 8.9%.

Discounted bills

Discounted bills refer to the Bank’s discounted purchase of bank acceptance bills and commercial
acceptance bills with a remaining maturity of less than six months. Bill discounting is a forn of short-
term financing provided to corporate customers. The Bank may resell these bills to the PBOC or other
financial institutions authorised to conduct bill discounting, providing it with additional liquidity and
spread income. As at 31 December 2011, 2012 and 2013, the Bank had domestic discounted bills of
CNY102.5 billion, CNY107.6 billion and CNY92.8 billion outstanding, respectively, representing 1.8%,
1.7% and 1.3% of its total loan portfolio for the same peried.

Corporate deposits

The Bank offers its corporate customers time and demand deposits in Renminbi and major foreign
currencies. In addition, the Bank offers a call deposit product that bears a higher interest rate than those
of demand deposits but also retains some of the flexibility of demand deposits by allowing its customers
to withdraw money with one or seven days’ prior notice. As at 31 December 2011, 2012 and 2013, the
Bank had domestic total corpeorate deposits of CNY3,643.6 billion, CNY3,980.5 billion and
CNY4,311.4 billion, respectively. From 31 December 2011 to 31 December 2013, the Bank’s domestic
total corporate deposits grew by a CAGR of 8.8%.

Fee- and commission-based products and services

The Bank provides its corporate customers with a broad range of fee- and commission-based products
and services, including settlement services, cash management, investment banking, custody services,
corporate treasury services, guarantee services, agency services and depositary services for securities
transaction clearing fund and futures margin, As the Bank has focused on developing and offering fee-
and commission-based corporate banking products and services in recent years, this segment of iis
corporate banking business has grown significantly and generated net fee and cominission income of
CNY33.7 billion, CNY41.8 billion and CNY47.0 billion in 2011, 2012 and 2013, respectively. From 2011
to 2013, the Bank’s net fee and commission income from corporate banking business grew by a CAGR of
18.1% over this period,

Settlement services

The Bank offers broad and convenient settlement services through a wide range of channels such as bank
counters, Internet banking, phone banking, ATMs and POS. By leveraging its strength in traditional
settlement services, the Bank continues to promote the usage of electronic settlement accounts, through
which its customers can settle payments online. As at 31 December 2013, the Bank had approximately
4.0 million Renminbi-denominated corporate seftlement accounts with a settlement transaction volume of
CNY387.0 trillion for the year ended 31 December 2013,

The Bank's international settlement services include documentary letters of credit, documentary
collection, remittances and clean collection. The Bank has developed a centrally-managed global
transaction system (GTS) for international settlement to further enhance its professional services. For the
years ended 31 December 2011, 2012 and 2013, the international settlemeni volume of the Bank’s
domestic branches totalled U.S.$592.1 billion, U.8.$671.3 billion and U,8.$781.1 billion, respectively.
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The Bank has traditionally been a leading participant in cross-border trade settlement in Renminbi and
was one of the first banks to introduce this service. For the year ended 31 December 2013, the Bank’s
transaction volume for cross-border Renmninbi trade settlement rose to approximately CNY641.0 billion.

Cash management

The Bank provides integrated cash management services to its corporate customers for their liquidity
management, including account management, inforation services, collection and disbursements, trade
settlement, investment and financing services. Cash management services are particularly useful for large
companies that need to centrally manage their cash flow across many locations or subsidiaries. For the
years ended 31 December 2011, 2012 and 2013, the Bank had approximately 103,000, 162,000 and
254,000 cash management customers, respectively. From 31 December 2011 to 31 December 2013, the
Bank’s cash management customers grew by a CAGR of 57.0%. The total transaction volume processed
by the Bank’s cash management services reached CNY144.2 trillion for the year ended 31 December
2013 representing an increase of 33.3% compared to the same period of the previous year,

Investment banking

The Bank provides investment banking services to its corporate customers and engages in financial
advisory services, restructuring and acquisition services, underwriting of debt instruments such as
commercial paper and medium-term notes, fixed-income investment advisory services and asset
securitisation advisory services.

Through its financial advisory service platform, the Bank provides its customers with financial advice,
business plan formulation and in-depth industry and financial markets analysis. The Bank actively
promotes product innovation in investment banking, such as the introduction in the PRC of the first
foreign currency-denominated medium-term note, the first private company medium-term notes and the
pilot test of collective notes for rural and agricultural small businesses. The Bank was awarded the “Best
Bank on Syndicated Loans” in the election of “2011 Outstanding Investment Banks in China” by the Securities
Times. Tt also received the “Best Management Award” and its “Zhenjiang 10,000 hectares Syndicated
Loan Project” was awarded the “Best Deal” in the Outstanding Syndicated Loan Business Campaign by
the China Banking Association in 2011. Tn 2012, the Bank was awarded the “Best Investment Bank”,
“Best Bank of Syndicated Financing”, “Best Bank of Financial Advisory”, “Best Debt Financing Project”
and “Best Short-Term Commercial Paper Project” in the election of the best investment banks in China
by Securities Times. The Bank also awarded “Best Syndicate Development” and “Best Deal of Syndicate”
by China Banking Association in its Annual Award Selection Event. The Bank also awarded the “Best
Investment Banking Business” in the sixth election of the Most Reliable Bank to CFO organised by CFO
World, In 2013, the Bank was awarded as “The Outstanding Contribution Bank”, “Best Syndicate
Development” and “Best Deal of Syndicate” by the China Banking Association, The Bank was also
selected as the “Best Investment Bank”, “Best Bond Underwriting Bank”, “Best Bank of Syndicated
Financing”, “Best Bank of Private Debt” and “Best Loans for Merger and Acquisition for the Year” by
Securities Times. Further, the Bank was recognised as “Best Bond Underwriting Bank” by Global
Finance and was awarded “Best investment Banking Business” by CFO World.

Custody services

The Bank has one of the most comprehensive custody services among all commercial banks in China.
Assets under custody primarily include assets of investment funds, insurance assets, corporate annuities,
investments managed by QFIIs and QDIIs, certain customer assets of fund management companies,
collective investment scheme funds managed by securities firms and private equity funds. The Bank’s
custody services include custody, fund clearing, asset valuation, investment wnonitoring and custody
reporting services. In addition, the Bank offers value-added services, such as providing market
information, research reports and tax consultation. The Bank seeks to continuously streamnline the
business process and enhances the effectiveness and soundness of its internal control systems in respect
of custody services on an ongoing basis and has successfully passed SAS70 international anthentication
for internal control. The Bank has been awarded the “Most Outstanding Assets Custody Services Award”
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by the CFO World, and it has also received the “Most Qutstanding Custodian Bank Award” in its first
session of election of the Top Ten Golden Wealtth Management Institution organised by Financial Money
Magazine,

The Bank is the largest insurance assets custodian in China. As at 31 December 2011, 2012 and 2013, the
Bank had CNY2,080.0 billion, CNY2,973.8 billion and CNY3,585.9 billion in assets under custody,
respectively, of which CNY1,147.0 billion, CNY1,345.0 billion and CNY1,707.0 billion was insurance
assets. For the years ended 31 December 2011, 2012 and 2013, the Bank’s custodian and other fiduciary
service fees amounted to CNY1,672 million, CNY?2,495 million and CNY?3,338 million, respectively.
From the year ended 31 December 2011 to the year ended 31 December 2013, fees and commissions
generated from custody and other fiduciary services grew by a CAGR of 41.3%.

Pension business

The Bank started its pension fund custody business in 2008, which has developed to cover corporate
annuities, pension funds for farmers and social security funds. As at 31 December 2011, 2012 and 2013,
pension funds under custody amounted to CNY133.1 billion, CNY167.9 billion and CNY208.2 billion
respectively, representing a significant CAGR of 25.1% from 31 December 2011 to 31 December 2013.

Corporate wealth management

In 2013, the Bank issued corporate wealth management products of CNY1,534.1 billion. The Bank's
products such as “An Xin Kuai Xian” open-ended series products, “Ben Li Feng Corporate Series
Products”, “An Xin De Li Corporate Series Products” and “Hui Li Feng Corporate Series Products” and
“KaiYang” equity series products gained positive feedback from customers for their stable yields and
flexible maturities. The number of contracted customers for wealth management further increased during

2013,

Guarantee services

The Bank provides surety services for its corporate banking customers primarily through performance
guarantees, bid guarantees, prepayment guarantees and quality guarantees.

Third-party depositary and futures margin depositary

The Bank offers third-party depository services to securities firms in respect of settled funds for
securities trading and to futures companies and exchanges in respect of futures margins. As at
31 December 2013, the Bank had offered third-party depositary services to 99 securities firms. As at
31 December 2011, 2012 and 2013, the Bank's contracted customers reached 12.4 million, 13.4 million
and 13.9 million, respectively. For the years ended 31 December 2011, 2012 and 2013, the aggregate
daily average balance of funds deposited from securities firms amounted to CNY97.3 billion, CNY69.7
billicn and CNY 66.6 billion, respectively.

The Bank has established business relationships with three major domestic commodities and futures
exchanges as well as the China Financial Futures Exchange. As at 31 December 2013, the Bank had
offered margin depositary service to 159 domestic futures brokerage companies, and the outstanding
margin deposit reached CNY28.7 billion.

Other products and services

In addition to the products and services described above, the Bank cooperates with other banks and non-
banking institutions and participates in factoring, mutual and common entrustment.

Marketing

The Bank’s head office is responsible for formulating the Bank’s overall corporate business development
plans and establishing the Bank’s general marketing guidelines based on industry, geographical region,
customer and product considerations. The Bank’s tier-1 branches develop detailed marketing plans
tailored to key regions, customers and businesses based on these guidelines,
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The Bank conducts customer segmentation to implement differentiated marketing strategies. The Bank
classifies its key customers into three categories and assigns them to the head office, tier-1 branches and
tier-2 branches, respectively. The Bank employs marketing strategies customised for specific customers
and markets, The Bank strategically allocates more resources to certain of its tier-1 and tier-2 branches
and encourages them to grant more flexibility to their sales department catering to local market.

Marketing for corporate banking is conducted primarily by the Bank’s relationship and product managers
across different departments, The Bank promotes cooperation among the different departments and sets
up matrix marketing and service programimes,

The Bank promotes individualised marketing and cross-selling to meet the specific needs of its
customers. The Bank adopts a marketing model which focuses on using one principal product or service
to drive the sales of additional products or services, namely a “1+N Model” to grow its business,
Moreover, the Bank cooperates with securities firms, insurance companies and futures brokerage
companies to develop third-party depositary, bancassurance and fund transfer businesses with futures
companies to strengthen the interaction between corporate and retail banking,

Retail banking

The Bank provides its retail banking customers with a broad range of products and services, including
retail foans, bank cards, retail deposits, settlement, bancassurance, personal wealth management and other
fee- and commission-based products and services.

For the years ended 31 December 2011, 2012 and 2013, the Bank’s retail banking business generated
operating income of CNYI37.4 Dbillion, CNY149.4 billion and CNY180.2 billion, respectively,
representing 36.2%, 35.2% and 38.7% of its total operating income for the same periods. The Bank had
domestic retail deposits of CNYS5,626.1 billion, CNYG6,421.9 billion and CNY6,923.6 billion,
representing 58.5%, 59.1% and 58.6% of its total deposits, and outstanding domestic retail loans of
CNY1,430.5 billion, CNY1,707.3 billion and CNY?2,093.3 billion, representing 25.4%, 26.5% and 29.0%
of its total loans for the same periods.

From the year ended 31 December 2011 to the year ended 31 December 2013, operating income
generated from retail banking business, domestic retail deposits and outstanding domestic refail loans
grew by a CAGR of 14.5%, 10.9% and 23.5%, respectively.

As at 31 December 2013, the Bank had issued 637 million debit cards. The Bank maintained a
consistently high ranking among all commercial banks in China in terms of the total number of bank
cards issued from 2006 to the first half of 2014.

Customer base

As at 31 December 2013, the Bank had over 440 million retail banking customers and 19 million retail
VIP customers.

Major products and services

Retail loans

For the years ended 31 December 2011, 2012 and 2013, the Bank had a total of CNY1,430.5 billion,
CNY1,707.3 billion and CNY2,093.3 billion, respectively, in domestic retail loans outstanding, which
accounted for 25.4%, 26.5% and 29.0% of its total loans, This represented a CAGR of 21.0% from
31 December 2011 to 31 December 2013,

Residential mortgage loans

The Bank provides its customers with floating-rate residential mortgage loans, fixed-rate residential
mortgage loans and hybrid-rate residential morigage loans. The Bank’s residential mortgage loans are
generally secured by the underlying property being purchased. As at 31 December 2011, 2012 and 2013,
the Bank’s residential mortgage loans outstanding amounted to CNY891.5 billion, CNY1,051.0 billion
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and CNY1,292.0 billion, respectively, which accounted for 62.3%, 61.5% and 61.7% of its total domestic
retail loans outstanding for the same periods. This represented a CAGR of 20.4% from 31 December
2011 to 31 December 2013.

Personal consumption loans

The Bank provides a variety of personal consunption loans including personal credit lines, consumer
auto loans, comprehensive consumer loans and retail loans secured by pledges. As at 31 December 2013,
the Bank had CNY202.8 billion of personal consumption loans outstanding, representing 9.7% of its total
domestic retail loans.

Loans to private businesses

Loans to private businesses are generally granted to private business owners to meet their funding needs
arising from their operations, primarily including loans to finance the operations of private businesses,
commercial mortgage loans to private businesses and auto loans to private businesses. As at 31 December
2011, 2012 and 2013, the Bank had CNY157.4 billion, CNY200.4 billion and CNY255.8 billion in loans
to private businesses oufstanding, respectively, which accounted for 11.0%, 11.7% and 12.2% of its total
domestic retail loans outstanding for the same periods. This represented a CAGR of 27.5% from
31 December 2011 to 31 December 2013,

Overdraft on personal bank cards

The Bank’s credit card and quasi-credit card customers are allowed to withdraw or overdraft through its
credit consumption function. As at 31 December 2011, 2012 and 2013, the outstanding overdraft amounts
for the Bank’s personal bank cards totalled CNY100.4 billion, CNY149.1 billion and CNY194.3 billion
respectively, which accounted for 7.0%, 8.7% and 9.3% of its total domestic retail loans outstanding for
the same periods. This represented a CAGR of 39.1% from 31 December 2011 to 31 December 2013.

Other retail loans

The Bank offers other types of retail loans to customers, such as loans to rural households and education
loans. As at 31 December 2011, 2012 and 2013, the Bank’s outstanding amount for these types of retail
loans was CNY137.1 billion, CNY136.4 billion and CNY 148.4 billion, respectively, which accounted for
9.6%, 8.0% and 7.1% of its total domestic retail loans outstanding for the same periods. This represented
a CAGR of 4,0% from 31 December 2011 to 31 December 2013.

Bank cards

The Bank offers integrated card prodncts and services to personal customers under the brand name “Kins
Card,” which consists of Renminbi-denominated debit cards, credit cards and quasi-credit cards and dual-
currency credit cards denominated in CNY and U.S. dollars,

As at 31 December 2013, the Bank had issued 637 million debit cards, In 2013, total transaction volume
for the Bank's debit cards reached CNY55,180.6 billion. As at 31 December 2013, the Bank had issued
44.4 million credit cards. In 2013, total transaction volume for the Bank’s credit cards reached
CNYR06.3 billion. The Bank’s dedicated credit card merchants network has approximately
735,000 members. For the years ended 31 December 2011, 2012 and 2013, the total fees and
commissions generated by the Bank’s bank card business were CNY 10.8 billion, CNY12.6 billion and
CNY15.9 billion, respectively, representing a CAGR of 21.3% from 31 December 2011 to 31 December
2013,

The Bank is one of the founding members of China Unionpay, the Chinese bank card network
organisation. The Bank’s bank cards are accepted through its own network in China and the domestic and
overseas network of China Unionpay. The Bank’s dual-currency credit cards are also accepted outside of
China through MasterCard and VISA networks.

Retail deposits

The Bank offers retail demand deposits and titne deposits in Renminbi and foreign currencies to its retail
banking customers. Retail demand deposits include general demand deposits and flexible-term deposits,
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Retail time deposits consist of general time deposits, call deposits, education savings deposits, and
deposits and withdrawats in lump sums, deposits in instalments while withdrawing in lump sums and
time deposits with periodic interest payments that can be withdrawn on demand. The Bank currently
offers regular time deposit products with terms ranging from three months to five years for
Renminbi-denominated deposits and one month to two years for foreign currency-denominated deposits.

As at 31 December 2011, 2012 and 2013, the Bank had domestic retail deposits of CNY5,626.1 billion,
CNY6,421.9 billion and CNY6,923.6 billion, which accounted for 58.5%, 59.1% and 58.6% of its total
deposits, representing a CAGR of 10.9% from 31 December 2011 to 31 December 2013. The Bank is one
of the leading commercial banks in China in terms of market share expansion,

Fee- and commission-based products and services

The Bank offers retail banking customers products and services, such as bancassurance, personal wealth
management, personal settlement and agency sales of PRC government bonds, fund products and physical
gold. For the years ended 31 December 2011, 2012 and 2013, the Bank’s net fee and commission income
relating to its retail banking business amounted to CNY35.0 billion, CNY32.2 billion and
CNY35.1 billion, representing a CAGR of 0.1% from 31 Deceinber 2011 to 31 December 2013.

Bancassurance

The Bank distributes insurance policies as an agent for insurance companies. The Bank has been actively
expanding its relationships with insurance companies, which has enabled it to maintain a leading position
among all commercial banks in China, As at 31 December 2013, the Bank had signed cooperation
agreements with 72 insurance companies, including the main members of the insurance industry jn China.
As at 31 December 2013, the number of insurance companies utilised the Bank’s bancassurance system
reached 55 (49 of which are online).

Tn 2013, the Bank collected CNY95.4 billion new insurance premiums and CNY3.6 billion in total
income from its bancassurance business. The Bank has maintained a leading position in terms of market
share for four consecutive years among all commercial banks in China.

On 11 February 2011, the Board of Directors resolved to subscribe for 1,036,653,061 new shares in Jiahe
Life Insurance Co., Ltd., a Beijing based insurance company which offers life, health, medical and
accident insurance to consumers in China, at CNY2.5 per share with a total consideration of
approximately CNY2.592 billion and such subscription was approved by the regulatory authorities in
2012. The Bank holds a 51% interest in the share capital of Jiahe Life Insurance Co., Ltd, (which has
been renamed ABC Life Insurance Co,, Ltd.).

Distribution of fund products

In collaboration with over 70 fund management companies and securities firms, the Bank distributes
various fund products as an agent. In 2013, the Bank acted as an agent for the issuance of 44 funds under
its custody, representing an increase of 16 compared to the previous year and the proceeds amounted to
CNY36.3 billion. In 2013, the Bank distributed fund products with a total transaction volume of
CNY275.6 billion.

Personal wealth management services

The Bank has a comprehensive portfolio of products for its personal wealth management services. As at
31 December 2013, the Bank issued retail wealth management products of CNY4,095.9 billion. The
Bank’s wealth management product “An Xin Express”, was awarded the “2010 Best Ten Bank Wealth
Management Products in China” by Moneyweek. The Bank’s “Golden Key” series of products was
awarded “Best Banking Wealth Management Brand 20117 in the 4th Golden Wealth Managenent Contest
sponsored by Shanghai Securities News, the wealth management product “An Xin De Li” was awarded
“Best Banking Wealth Management Product in China 2011” by Moneyweek, and the Bank has been
awarded “Best Risk Control” prize under the Golden Shell Prize for Wealth Management in China by
215t Century Business Herald.
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Agency sales of PRC government bonds

In 2013, the Bank acted as an agent for the issuance of 14 batches of saving treasury bonds, among
which, 4 batches of certificated saving treasury bonds with actual sales of CNY14.2 billion and
10 batches of electronic saving treasury bonds with actual sales of CNY24.9 billion, The Bank was
granted the award of “Outstanding Underwriters of PRC Government Bonds in Book Entry Form” by the
MOF and the PBOC in 2012.

Settlemnent services

The Bank offers settlement services to its retail banking customers, including CNY- and foreign
currency-denominated money transfer and remittance services, collection services and settlement of
cashier’s checks, bank drafts and checks. The Bank also provides settlement services to merchants in
respect of payments made with debit cards, credit cards and quasi-credit cards. As at 31 December 2013,
the Bank provided such settlement services to approximately 735,000 merchants,

Physical gold trading agency

As an agent of gold business, the Bank is engaged in physical gold trading at designated outlets. The
Bank is one of the first banks in the PRC to provide physical gold trading services to retail banking
customers.

Treasury operations

The Bank’s treasury operations consist primarily of (i) money market activities, (ii) investment and
trading activities, (iii) treasury transactions on behalf of customers, and (iv) gold trading and other
businesses. In conducting its treasury operations, the Bank seeks to ensure its liquidity and achieves a
balance between returns and risks on its investment portfolio, taking into consideration various factors
including the market and nacroeconomic conditions, As at 31 December 2013, operating income from
the Bank’s treasury operations was CNY27.9 billion, representing 6.0% of its total operating incone.

Money market activities

The Bank’s money market activities primarily consist of (i) inter-bank money market activities,
repurchase and reverse repurchase transactions and (ii) public market bidding, including bidding for
repurchase and reverse repurchase transactions by the PBOC, PBOC bills and national treasury cash
administration, The securities underlying the Bank’s inter-bank repurchase and reverse repurchase
transactions are predominantly Renminbi-denominated PRC government and policy bank bonds, bank
acceptance bills and PBOC bills, with a portion of foreign currency-denominated bonds primarily issued
by foreign governmenis and agencies.

The Bank was one of the first banks to be approved by the PBOC to provide SHIBOR quotes. As one of
the SHIBOR-quoting banks, the Bank provides daily quotes based on its own liquidity and capital supply
and demand, In 2013, the Bank’s Renminbi-denominated financing volume was CNY10,499.5 billion.

Investment and trading acfivities

As at 31 December 2013, the Bank’s net investment securities and other financial assets amounted to
CNY3,220.1 billion, representing an increase of CNY364.0 billion compared to the end of the previous
year,

Trading activities

The Bank purchases and sells various highly-liquid debt securities and bills for trading purposes, from
which the Bank seeks to obtain short-term profits, The Bank primarily invests in debt securities issued by
the PRC government, PBOC bills and debt securities issued by foreign governments. The Bank classifies
such frading securities as financial assets at fair value through profit or loss, and the Bank employs strict
stop-loss and other limits for such trading transactions.

In addition, the Bank hedges its investment risks through the purchase of derivative financial instruments,
such as interest rate swap contracts.
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Investment activities

The Bank sets the target returns on available-for-sale financial assets, held-to-maturity investments and
receivables, principally through its assessment of the interest rate, exchange rate, credit, liquidity,
macroeconomic trends and other risks associated with the investment. In the domestic market, the Bank
primarily invests in debt securities issued by the PRC government, PBOC bills, debt securities issued by
the policy banks and, to a lesser extent, debt securitics issued by other financial institutions and non-
financial institutions. In light of the global macroeconomic environment, a substantial portion of the
Bank’s debt securities denominated in foreign currencies are short-term.

Treasury transactions on belalf of customers

The Bank is one of the first commercial banks in China approved to provide forward settlement services
and other financial derivative products, The Bank aiso engages in a broad range of treasury transactions
on behalf of its corporate and retail banking customers. In addition, the Bank primarily provides
settlement, foreign currency trading, foreign currency derivatives trading and treasury services on behalf
of its customers through its treasury operations. The Bank actively developed Renminbi settlement
services to capitalise on the appreciation of RMB. In 2013, the transaction volume of the Bank’s
Renminbi exchange settlement on behalf of customers reached USD292.0 billion, and that of foreign
exchange trading on behalf of customers amounted to USD13.3 billion.

Precious metal business

As at 31 December 2013, the Bank recorded domestic and overseas transactions of gold and silver of
722.1 tons and 12,433.9 tons, respectively, The Bank also steadily developed its precious metal agency
business. To meet the demands of different customers for risk hedging and investments, the Bank
introduced precious metal forward business and precious metal leasing business to its customers,
accelerated the research and development of agency retail spot deferred trading system and gold
passbook product, and launched the systein development for retail paper gold (silver) business. Targeting
at retail, corporate and institutional customers, the Bank sped up the establishment of precious metal
business system, focusing on the development of products, financing and services. In 2013, the Bank won
the Outstanding Member Award, the Outstanding Award of Statistics and Supervision on Gold Market by
the Shanghai Gold Exchange and “Enterprises with Top 10 Gold Trading Volumes” by the China Gold
Association.

Overseas eperations

The Bank conducts its overseas operations through its overseas branches and representative offices. As at
the end of 2013, we had seven overseas branches and three overseas representative offices, namely the
Hong Kong, Singapore, Seoul, New York, Dubai, Tokyo and Frankfurt branches and the Sydney,
Vancouver and Hanoi representative offices. The applications for the establishment of Hanoi branch,
Luxembourg branch were approved by the CBRC in 2013 and the application for the establishment of the
Vancouver branch was approved by the CBRC in January 2014, As at 31 December 2013, total assets of
the Bank's overseas branches and subsidiaries reached USDS58.1 billion, and the net profit was
USD362 million in 2013,

ABC International Holdings Limited and China Agriculture Finance Co., Ltd. are among the Bank’s
wholly-owned subsidiaries incorporated in Hong Kong, ABC International Holdings Limited engages in
investment banking activities through its operating subsidiaries, primarily corporate finance, securities
brokerage, principal investments and fund management,

The Bank's overseas representative offices do not conduct business operations, and they primarily carry
out liaison and information collection activities.
Products and services pricing policy

The interest rates the Bank charges on its Renminbi-denominated loans are generally regulated by the
PROC. Hffective on 20 July 2013, the PBOC removed the lower limit for new loans provided by
commercial banks, except for new residential mortgage loans. With respect to interest rates for
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residential mortgage loans, the lowest interest rates the Bank can charge on residential mortgage loans is
70% of the PBOC benchmark interest rate of the same term. Inferest rates for foreign cwrrency-
denominated loans are generally not subject to PRC regulatory restrictions, and the Bank is permitted to
negotiate the interest rates on such loans.

Effective on 7 June 2013, the interest rates for the Bank’s Renminbi-denominated demand and regular
time deposits cannot be higher than 110% of the applicable PBOC benchmark rate, However, the Bank is
permitted to provide negotiated time deposits to insurance companies, the National Council for Social
Security Fund and Postal Savings Bank of China under certain circumstances. The Bank is permitted to
negotiate the interest rates on foreign currency deposits other than those denominated in U.S. dollars,
Euros, Japanese Yen and HK dollars in an amount Iess than U.S.83 million or equivalent,

With respect to fee- and commission-based business, certain services are subject to government guideline
prices, such as basic Renminbi settlement services specified by the CBRC and the PBOC. The Bank’s
Asset and Liability Management Committee is responsible for determining its pricing policies. In
compliance with the provisions of applicable regulatory requirements, the Bank prices its products based
on various criteria, such as the risk profile of its assets, an individual customer’s contribution to its
business, its costs, the expected risk- and cost-adjusted returns and its internal fund pricing benchmarks.
In addition, the Bank considers general market conditions and prices for similar products and services
offered by its competitors.

Currently, the Bank’s tier-1 branches have implemented centralised treasury operations. Subject to the
approval of the Bank’s Asset and Liability Management Committee, the Bank’s Asset and Liability
Management Department determines the Bank’s internal transfer pricing benchmarks based on a number
of factors, including prevailing interest rate trends in the China’s capital markets, the interest rate
structure of the Bank’s deposits and loans, and the strategies and objectives set by the Bank’s Asset and
Liability Management Committee.

The Bank’s Fee- and Commission-based Business Management Committee is responsible for the
development of, and pricing policies applicable to, the Bank’s fee- and commission-based business. In
principle, the Bank’s Fee- and Commission-based Business Management Committee adjusts the prices of
fee-and commission-based products annually based on several factors, such as the Bank’s fee collection
rate and changing market conditions.

Distribution channels

The Bank’s distribution network consisted of 23,547 domestic branch outlets nationwide as at
31 December 2013 and is complemented by comprehensive electronic banking channels. The Bank
provides its customers with convenient services through its multi-channel distribution network.

Branch outlets

As at 31 December 2013, the Bank had 23,547 domestic branch outlets, including the head office, the business
department of the head office, three specialised institutions managed by the head office, 37 tier-1 branches
(including branches directly managed by the head office), 351 tier-2 branches (including business departments
of branches in provinces), 3,506 tier-1 sub-branches (including business departments in municipalities,
business departments of branches directly managed by the head office and business departments of tier-2
branches), and 19,648 other establishments. The Bauk’s head office is located in Beijing, and is responsible
for the overall decision-making and management of the Bank. The Bank’s tier-1 branches are located in
capital cities of provinces, autonomous regions and directly- controlled municipalities in China. The tier-1
branches serve as the regional head office managing all the branch outlets in the respective regions and
directly report to the Bank’s head office. The Bank’s tier-2 branches are generally located in prefectural-level
cities within the provinces and autonomous regions. The tier-2 branches report to the respective tier-1
branches in each of the regions. In addition to carrying out their own operations, the Bank’s tier-2 branches
are also responsible for the management of lower-tier branch outlets, The Bank’s tier-1 sub-branches are
primarily responsible for the business operations and management of outlets and report to the tier-2 branches
directly above them, The Bank’s other establishments are primarily branch outlets that provide financial
services directly to customers but are not classified as any of the above categories.
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The Bank’s branch outlets cover all of the provincial-level administrative regions, prefectural-level
cities, and county-level administrative regions except Sansha. The Bank believes the Bank is the only
Large Commercial Bank to have branch outlets covering all of the cities and most of the counties in
China,

For {he year ended 31 December

2011 2012 2013
Area Number Percentage % Number Percentage % Number Percentage %
Head Offices® .........0oenennnn 7 0.0 8 0.0 8 0.00
Yangtze RiverDelta .............. 3,106 13.2 3,101 132 3,102 13.2
Pearl RiverDelta ......00vvvnenen 2,559 10.9 2,560 10.% 2,575 10.9
BohaiRim ................0uus 3,321 14.2 3,329 14.2 3,344 14.2
Central China .......coivvinnnn 5,203 222 5,214 22.2 5,233 22.2
Northeastern China .. ... cvennnnn. 2,230 9.5 2,233 9.5 2,247 0.6
Western China .................. 7,035 30.0 7,027 30.0 7,038 29.9
Total .. e e 23,461 100.0 23,472 100.0 23,547 100.0

Notes:
(1) Inciudes Head Ofiice, business departments and credit card centre serving VIP custemers and major customers respectively.

The Bank accelerated the upgrade project of branch outlets, standardised the image of branch outlets,
pushed forward the establishment of model branch outlets and wealth management centre and launched
the new standard for branches’ image. The Bank has optimised the management procedures for the
classification, arrangements and standardised establishment of branches outlets. The Bank accelerated the
development and promotion of inforination inanagement, management system of intelligent service and
other transformation application systems. In 2013, the Bank had completed relocation of 1,200 branch
outlets and standardised branch outlets amounted to 80% of the total branch outlets as at 31 December
2013. As at 31 December 2013, the Bank had established 18,786 branch outlets with specific functional
zones,

Electronic banking

The Bank provides its customers with secure, fast, flexible and efficient electronic banking services,
including account management, cash deposit and withdrawal, money transfer and settlement, fee payment
and investment and wealth management. The Bank offers these services 24 hours a day, seven days a
week through Internet banking, phone banking, mobile phone banking and self-service banking.

In 2013, the Bank completed approximately 44.6 billion electronic transactions, representing an increase
of 40.9% compared to the same period of 2013. The Bank received numerous awards in 2013, including
“Top Ten Innovative Cases of the China Internet Banking Award” by Securifies Times and the “Best
Online Merchant in the Banking Industry in 2013”.

Internet banking

The Bank’s Internet banking platform consists of both retail Internet banking and corporate Internet
banking systems. The Bank’s retail Internet banking products and services include retail account
management, money transfer and remittance, fee payment, investment and wealth management, credit
card, retail loans and online shopping.

The Bank’s corporate Internet banking products and services include account management, money
transfer and remittance, group treasury services, loans, foreign currency business, investment and
treasury services and cash management.

As at 31 December 2013, the Bank had 110.9 million retail Internet banking customers and 2.6 million
corporate Internet banking customers. In 2013, the total transaction volume for the Bank’s retail Internet
banking and corporate Internet banking was CNY92.8 trillion and CNY77.4 trillion, representing a
year-on-year increase of 27,.8% and 42.6%, respectively. In 2013, the click-through rate of the Bank’s
portal websites was approximately 5.3 billion, ranking first among banking websites in China.
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Telephone banking

The Bank has set up a 343 customer service systein consisting of three customer service centres at the
head office level in Tianjin, Chengdu and Shanghai plus three customer service centres at the provincial
level in Jiangsu, Zhejiang and Guangdong provinces. In 2013, the Bank accelerated the establishment of
jts centralised customer service system. In order to increase customer service channels, the Bank
explored channels such as online customer services, Weibo customer services and Wechat customer
services. The Bank also optimized functions, including the synchronized the manual lost card report
hotline and the private banking customers services and conducted customer satisfaction surveys.
In 2013, phone-ins to the Bank’s 95599 customer service centre reached 410 million,

Mobile banking

The Bank’s mobile phone banking service was officially launched nationwide in April 2008, providing
services such as account inquiry, money transfer, fee payment and credit card repayment. In 2013, the
Bank established an open platform for mobile banking and focused on developing four major product
series of mobile customer services, explorers, smart chips and short messages to fully capitalise on ¢ach
channel. In the same period, the iPad version and WP version of mobile customer services were launched
to further upgrade customer services and other value-added services, including lottery inquiry, outlet
inquiry and hospital link. As at 31 December 2013, the Bank had 83.0 million retail custoniers using its
mobile phone banking business. In 2013, the total transaction volume for the Bank’s mobile phone
banking business was CNY 1.6 trillion, representing a year-on-year increase of CNY 1.1 trillion,

The Bank provides short messaging services (SMS) to its contracted customers, including sending short
messages relating to bank account transactions, customer care and safety verification. As at
31 December 2013, the Bank had 197 million customers contracted for the Bank’s SMS banking services.
In 2013, the Bank sent a total nuinber of 9.4 billion text messages to its contracted customers.

Self-service banking

In 2013, the Bank accelerated the establishment of our self-service platform and upgraded various
services, including the application approval procedures for financial IC cards through the self-service
terminal system. As at 3 December 2013, the Bank had 98,545 cash-related self- service banking
facilities, ranking first among Large Commercial Banks, with a total transaction volume of
CNY13.4 trillion in 2013. As at 31 December 2013, the Bank had 44,285 self-services terminal facilities,
with a total transaction volume of CNY6.6 trillion in 2013 and 3.0 million Zhifutong machines, with a
total transaction volumne of CNY 8.6 trillion in 2013,

E-Commerce

The Bank has a leading E-Commerce payment platform. The Bank’s electronic payment product line
includes B2C, B2B, credit payment platforms, and it has formed an E-Commerce model to sell funds
directly. In 2010 the Bank rolled out E-coinmerce paymént solutions to a number of major industries
including agricultural, forestry, husbandry and fishery industries, fund management and insurance,
transportation and public utilities. As at 31 December 2013, the Bank’s merchant network had a total of
8,212 meinbers with a total transaction volume of CNY828.0 billion.

Information technology

Information technology is at the core of the Bank’s competitiveness. The Bank focuses on the
development of its information technology capabilities and has established an Information Technology
Development Committee under its senior management, The Bank has also developed an IT development
decision-making system to meet its operational needs as well as the IT management system and
capabilities to provide comprehensive support to its business operations,

The Bank developed a centralised computer network system in 2006 which, through the Shanghai data
centre, covers all of the Bank’s domestic branch outlets except a small number of branch outlets in the
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Tibet Auntonomous Region and links teller terminals throughout China. Only a small number of branch
outlets located in the Tibet Autonomous Region have not been linked to the central network system due
10 a number of constraints including the lack of sufficient power and telecommunication infrastructure at
these remote locations. Transactions at these branch outlets, typically small in volume, are manually
recorded and then the financial accounts of these branch ocutlets are entered into the system: on a monthty
basis.

Information system

The Bank’s information system covers all aspects of its business. It consists of six application systems,
including its core business systemn, front office application system, channel application system, internal
management system, marketing analysis system and office automation system.

Core business system. BoEing is a new generation of core business systein developed by the bank.
BoEing currently covers more than 10,000 products across six product lines, including corporate and
retail loans, corporate deposits, cash management, investment and wealth management, intra-bank
transfer and trade finance. BoEing operates with flexibility, determining different rates according to each
customer’s profile. It integrates the Bank’s leading technical and business systems, standardising data
measurements, and creating a centralised customer profile, allowing for accurate and seamless use of the
Bank’s services. This system improved the quality of the Bank’s database, allowing for a more practical
and efficient teller experience, The system also reduces operation risks by enhancing the automated
control of business processes, eliminating risks in operation processes and sirengthening the automated
control. BoEing focuses on improving customner services and product innovation, as well as providing
meaningful data for management.

Front office application system. The Bank’s front office application system is anchored on its Application
Integrated Preconsole System (AIPS), financial services platform named “TULIP,” investment platform,
Bank International Business System (BIBS) and other IT application platforms and supports the Bank's
derivatives, fee- and commission-based and localized businesses, such as distribution of funds and bonds,
third-party depositary, treasury, custody and other emerging lines of business. In addition, through its
front office application system, the Bank has developed a banking service platform to support its business
growth and product development and integrate its various functions such as management, research and
development, operation, inaintenance and statistical analysis. '

Channel application system. The Bank’s channel application system forms the basis of its Advanced
Client Browser System (ACBS), Internet banking, customer service system, telephone banking and
mobile phone banking platforms and provides comprehensive support to its various banking service
channels and banking services to its customers for 24 hours a day, seven days a week. The Bank relies on
the advanced “.Net” platform and has developed its proprietary Internet banking system. The Bank has
established a 95599 telephone banking system and an IT system for its three customer service centres in
Tianjin, Chengdu and Shanghai.

Internal management system. The Bank's internal management system includes credit management,
financial management and assets and liabilities management. It is capable of meeting the Bank’s needs
relating to risk control, internal management, decision-making analysis and information disclosure.

The Bank’s credit management system supports the routine processing, evaluation and approval of loans,
post-disbursement management, risk alert, loan classifications, loan and customer information

administration as well as data-mining.

The Bank's financial management information systemn supports cost management, financial budgets,
financial settlements and performance evaluations.

The Bank’s assets and liabilities management information system provides technological support to its
bank-wide assets and liabilities management and capital management.
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Marketing analysis system. The Bank’s customer relationship management system provides market
analysis to support its marketing efforts, This system allows the Bank to manage its individual customers
and group customers by performing market segmentation and customer ranking analysis, retrieving
information on customer defanlts and conducting marketing performance evaluations.

Office automation system. The Bank’s office automation system includes an e-mail system and a
documentation system. The e-mail system allows internal and external communication by the Bank’s
employees. The documentation system allows certain workflows to be automated and completed
electronically. The office automation system enhances the Bank’s operating efficiency by increasing
communication efficiency and enabling long-terin record-keeping.

IT risk management

The Bank’s IT risk management is coordinated by an operational risk management committee, with
responsibilities allecated to the information technology department, risk management department, audit
office and internal compliance department. The scope of the Bank’s IT risk management also covers
security, personnel, network, research and development, operation and maintenance, emergency response
and outsourcing.

The Bank has adopted IT safety security measures, including firewalls, transmission encryption, intrusion
detection and centralised authentication, The Bank’s Shanghai branch and the IT management department
and the software R&D centre of the Bank’s head office obtained the Information Safety Administration
International Certification (ISO 27001), which evidenced the enhanced safety of the Bank’s IT system,

In addition, the Bank has established a dedicated disaster recovery management unit and constructed a
comprehensive disaster recovery management system to protect its data cenfre, tier-1 branches and tier-2
branches. The Bank’s core production system is located at the Shanghai data centre, with the disaster
recovery testing centre at Beijing serving as a disaster recovery function for the care production system
and core operating data. The Bank's disaster recovery system enables its branches to link smoothly to its
Beijing disaster recovery testing centre if a disaster occurs at the Shanghai data centre.

In 2013, the Bank launched a number of key IT projects to improve its financial services and delicacy
financial management, including establishing additional channels for mobile banking and increasing the
functionality of the mobile banking, corporate Internet banking and retail Internet banking platforms. The
Bank supported the globalization strategy by completing the integration of core overseas business
systems of its overseas institutions and launching an online USD settlement service through its New York
branch. Various systems were installed to improve the management of operation, finance, risk, assets and
liabilities, including the second generation of centralised operation platform, centralised operation
management platform, phase II of online account management, risk management system 2.0 and the
enhanced asset-liability management system.

Information technology rescarch and operational ability

Software research and development capability. The Bank’s software research and development centre
located at the Bank’s head office is responsible for the implementation of major IT projects and the
research and development of IT software, and has the capability to carry out demand analysis, process
design, project implementation and promotion for large-scale projects.

The Bank has managed to continue streamlining its software development procedures, improving IT
product quality and enhancing its IT risk management. The Bank’s software research and development
centre obtained the level-3 CMMI certification at the end of 2008.

Production and operation capability. The Bank’s data centre in Shanghai is responsible for the support of
its business operations and production of its management information, technology and business security,
production data management, trading supervision and back-end processing for the Bank’s overall
operation and data administration, In 2009, the available rate of the Bank's data production system
reached 99.9%. In 2013, the Bank further promoted the full integration of its operation system, fully
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implemented the responsibility system for production safety, improved the production run evaluation
mechanism, and production operations was further improved in terms of standardisation, automation and
intelligence. The Bank continued to integrate and improve its IT infrastructure by completing the
compliance project related to server rooms of the domestic branches and upgrading the core systems and
the network of Beijing's data centre. The Bank’s disaster recovery testing centre in Beijing provides
long-distance backup and emergency recovery for the core operational data in the Bank’s Shanghai data
centre. The Bank currently plans to establish a third data centre in northern China. In May 2009, the
Baunk’s data centre in Shanghai obtained the 1SO 20000 IT service management system certification,

IT planning

During 2013, the Bank formulated the 2013-2015 IT development plan and continued to improve IT
management. The Bank established a pricing model and verification system to improve the application of
information technology in cost delicacy management. In 2013, the Bank implemented the “technology
first” strategy, focused on the research and development of IT products, strengthened the management of
information systems and continued to enhance the level of its IT governance to provide a solid
technology support to develop the Bank’s businesses.

Capital management

The Bank has adhered to the basic principles of capital management and the objectives of capital
adequacy ratio management in accordance to its capital planning for 2013 to 2015 and the capital
adequacy ratio plan for 2013 to 2018. In 2013, the Bank further improved the allocation of economic
capital and focused on the strategic objectives of value creation and structural optimisation. In addition,
the Bank has assessed the impact of the implementation of the Capital Rules for Commercial Banks
(Provisional) and refined on- and off-balance sheet asset structures.

Key principles of the Bank’s capital management

. Continne to satisfy the regulatory requirements, maintain a reasonable capital level, and align the
Bank’s capital adequacy level with the maximisation of shareholders’ value;

. Continue to refine the Bank’s economic capital-based value management system, optimise the
Bank’s asset mix, reasonably allocate economic capital, cover all types of risks and ensure a
sustainable business growth; and

. Utilise various capital instruments, refine the Bank’s capital base and structure, enhance capital
quality and reduce capital costs.

Targets for the Bank’s capilal adequacy ratic management

The Bank has developed its capital adequacy ratio targets under the general principles of the Bank’s
capital management and based on an analysis of the macroeconomic and financial environment, various
regulatory requirements, the Bank’s business strategy and risk preferences. Assuming that, among other
things, there will be no material deterioration in the economic and financial environment, the Bank’s core
capital adequacy ratio and capital adequacy ratio targets are no less than 11.5%, respectively, from 2013
to 2015.

In accordance with the Capital Rules for Commercial Banks (Provisional) the Core Tier-one capital
adequacy ratio, Tier 1 capital adequacy ratio and capital adequacy ratio were 9.25%, 9.25% and 11.86%,
respectively, as at 31 December 2013.

Capital enhancement mechanism

The Bank’s priority approach to enhance its capital base will be through retention of profits. The Bank
may also enhance its capital base throngh various external alternatives, including, but not limited to,
issuances of subordinated bonds, convertible bonds or hybrid capital bonds, conducting rights offerings
or private placements, and certain other alternatives acknowledged by the CBRC,
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Capifal management measures

. Strengthen Profitability and Improve Internal Capital Generation Capability. The Bank plans to
enhance its profitability through various measures including accelerating business operations
transformation, promoting revenue diversification and increasing operating efficiencies. In addition,
the Bank seeks to strenpgthen internal capital generation capability through setting a reasonable
dividend payout ratio.

. Explore Capital Enhancement Tools and Expand Capital Enhancement Channels. The Bank seeks
to utilise the various types of tools and channels under current regulatory framework, and continue
to explore new capital enhancement tools and expand capital enhancement channels.

. Refine Capital Control Mechanisim and Enhance Capital Allocation Efficiency. The Bank seeks to
strengthen capital budgeting management, increase its focus on performance evaluation based on
economic capital metrics such as Economic Value Added ("EVA”) and Risk-adjusted Return on
Economic Capital (“RAROC”), promote awareness of capital constraints and control the growth of
risk-weighted assets through economic capital management. The Bank also plans to refine economic
capital allocation management, guides the adjustment of its business and asset mix, prioritises the
development of business that provides higher overall return and requires lower capital, in order to
reduce capital consumption.

. Enhance Risk Management Capability and Establish Capital Adequacy Assessment Procedures. The
Bank seeks to establish and continues to refine its capital adequacy assessment procedures, which
form an important component of the Bank’s internal management and decision-making. The Bank
plans to accelerate its utilisation of quantitative risk management measurement techniques, refine
economic capital measurement. Adequate capital will be held against its major risk exposures and
hold.

. Strengthen Capital Planning Management and Maintain Adequate Capital Base. Based on changes
in the macroeconomic and regulatory environment, as well as the progress of its implementation of
Basel 11 and its business development needs, the Bank plans to actively adjust its capital planning to
ensure that the size of its capital base is commensurate with the future growth of its business and its
risk exposure. :

Competition

The Bank faces significant competition in the Bank’s principal areas of business from other commercial
banks and other financial institutions in China. The Bank currently competes primarily with the Large
Commercial Banks and National Joint Stock Commercial Banks. The Bank aiso faces increasing
competition from other financial institutions, including city commercial banks and foreign banks
operating in China, The Bank’s competition with other commercial banks and financial institutions in
China primarily focuses on the variety, pricing and quality of products and services, convenience of
banking facilities, reach of distribution network and brand recognition as well as information technology
capabilities.

In the County Areas, the Bank’s competitors vary across geographical regions as a result of the
differences among regions in terms of economic development and maturity of the financial market. In
addition to other Large Commercial Banks, National Joint Stock Commercial Banks, city commercial
banks and foreign-invested bank operating in China, the Bank primarily competes with local rural
cooperatives, rural commercial banks, Postal Savings Bank of China and other agriculture-related
financial institutions in the County Areas. With the easing of regulatory restrictions on access to the
County Area banking market, an increasing number of township banks, loan companies, rural mutual
cooperatives and other new types of rural financial institutions have been established in the County
Areas. In addition, various financial institutions have strengthened their penetration in the County Area
banking market. As a result, the Bank faces increasingly intense competition in the County Areas.

In addition, the Bank faces competition from non-banking institutions such as securities firms and
insurance companies in providing financing services to the Bank’s customers.
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The Bank’s competition with foreign-invested financial institutions will likely intensify in the future. In
2006, pursuant to its WTO commitment, the PRC government eliminated measures restricting the
geographic presence, customer base and operational licenses of foreign-invested banks operating in
China. In addition, China’s Closer Economic Partnership Arrangement with Hong Kong and Macau
allows smaller banks from those jurisdictions to operate in the PRC, which has also increased
competition in the PRC banking industry.

See “Risk Factors — Risks Relating to the Banking Industry in China — The Bank faces intense
competition in China’s banking industry as well as competition from alternative corporate financing and
investment channels”.

In response to the competitive environment, the Bank intends to continue to implement its strategies to
differentiate itself from its competitors and compete effectively in the PRC commercial banking industry.

Employees

The Bank had 478,980 employees? as at 31 December 2013. The number of the Bank’s employees as at
31 December 2013 included 5,214 employees at its major domestic subsidiaries and 504 local employees
at its overseas branches, subsidiaries and representative offices.

The Bank contributes to its employees’ social insurance, provident housing fund and certain other
employee benefits in accordance with PRC laws and regulations.

The Bank has established a performance-based compensation system whereby an employee’s
compensation is determined based on his position and performance review.

The Bank provides training programmes to its employees to improve their professional competence and
skills.

The Bank's training programmes mainly include:

. inanagement training programmes for senior management of the Bank’s head office, tier-1 branches
and tier-2 branches;

. professional training programmes for professionals in areas such as investment and asset
management, risk management, financial accounting, product development, legal and compliance
and information technology;

. overseas training programmes for employees to gain exposure to international practice; and
technical training programmes for skilled employees.

The Bank has also been developing its job qualification system whereby the Bank will define the required
qualifications for each position throughout the Bank’'s operational processes and arrange respective
trainings. The Bank’s labour union represents the interests of the employees and works closely with the
Bank’s management on labour-related issues. The Bank has not experienced any strikes or other material
labour activities that have interfered with its operations, and the Bank believes that the relationship
between the Bank’s management and the labour union has been good.

Properties

The Bank is headquartered in Beijing, PRC.

For some of the properties it holds and occupies in the PRC, the Bank has not obtained title certificates.
The Bank is in the process of applying for the relevant land use rights and building ownership certificates
that it has not yet obtained, and it plans to cooperate closely with the local land and property management

authorities to expedite such applications and obtain the relevant valid title certificates as soon as
practicable. The Bank has been unable to obtain certain of these title certificates due to various title

2 The Bank had additional contracted employees of 34,770.
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defects or for other reasons. While there may be legal impediments to its obtaining certain of these title
certificates as a result of these title defects, the aggregate gross floor area of these properties with
defective titles is immaterial comparing to all of the properties it owns. The Bank believes that since the
relevant properties are situated in different provinces in the PRC, the risk of losing the ability to use all
of such properties al one time is comparatively low. It also believes that it will be able to obtain
replacements in nearby locations, and accordingly, it is not expected that any relocation will have any
material adverse impact on the operations and financial position of the Group as a whole.

For the leased properties in the PRC, the relevant lessors have not provided valid title certificates or
consent to lease some of the properties, which are mainly served for commercial uses including outlets,
offices and ATM. As the owner of the properties, the lessors are responsible for applying relevant valid
title certificates or providing the Bauk the consent to lease properties. In respect of this, the Bank has
pro-actively procured these lessors to apply for the relevant valid title certificates or provide the Bank the
consent to lease properties. The Bank is of the view that most of these feased properties occupied can, if
necessary, be replaced by other comparable alternative premises without any material adverse effect on
its operations.

Legal and regulatory proceedings
Licensing requirements

As at 31 December 2013, the Bank had obtained the financial operating licenses required for conducting
its current businesses.

Legal proceedings

The Bank is involved in certain legal proceedings in the ordinary course of its business. Most of these
proceedings involve enforcement claimns initiated by the Bank to recover payments on its non- performing
loans. The legal proceedings against the Bank include actions relating to customer disputes and claims
brought by its counterparties on contracts related to its banking operations,

As at the date of this Offering Circular, the Bank was not involved in any litigation, arbitration or
administrative proceedings, and was not aware of any such litigation, arbitration or administrative
proceedings, whether pending or threatened, which are or might be material in the context of the issuance
of the Notes.

Regulatory reviews and proceedings

The Bank is subject to inspections and examinations by the relevant PRC regulatory authorities,
including the PBOC, CBRC, MOQF, CSRC, CIRC, SAIC, SAFE, NAO and SAT, and their respective local
offices. These audits and examinations have previously resulted in findings of incidents of
non-compliance and the incurrence of certain penalties. Although these incidents and penalties did not
have any material adverse effect on the Bank’s business, financial condition and result of operations, the
Bank has implemented improvement and remedial measures to prevent the reoccurrence of such
incidents. The Bank’s directors believe that, save as disclosed in this Offering Circular, there were no
other material breaches and material incidents of regulatory non-compliance.
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RISK MANAGEMENT

Overview

The Bank has adopted a prudent risk management strategy, seeking to balance risks and returns with
sustainable growth and sound asset quality to achieve an appropriate level of risk-adjusted returns and
capital adequacy.

The objectives of the Bank’s risk management are:

. continuously enhancing its corporate governance and risk management to ensure that its Board of
Directors and senior management as well as its risk management personnel throughout its
organisational structure follow its risk management strategies and implement comprehensive risk
management,

. establishing a comprehensive, independent and vertically-integrated risk management
organisational framework and developing a risk management organisational structure with
clearly- defined division of responsibilities;

. implementing robust risk policies and procedures to ensure that its risk management function covers
all of its business lines, products and personnel;

. developing and applying advanced risk management tools and methodologies to accurately identify
and measure risks and to ensure the prompt communication of information throughout various
levels of its organisational structure; and

. cultivating a sound risk management cultore through continuous management reinforcement,
rigorous implementation of risk management policies and management accountability, and
bank-wide in-depth employee training,

Risk management initiatives in recent years

Prior to 1996, the Bank was a state-owned specialised bank and the Bank’s risk management capabilities
were limited. Tn the middle to late 1990s, the Bank began to operate on a commercial basis and started to
manage the Bank’s risks more proactively.

In 2007, the Bank established the Risk Management Department at its head office and began to
implement its centralised risk management strategy. In 2009, the Bank established a comprehensive risk
management organisational structure, Under the principle of separating the supervision function from the
formulation and implementation of risk management policies, the Bank has defined risk management
responsibilities and related reporting lines of its Board of Directors and its specialised committees, senior
management and the specialised committees under their supervision, as well as its various departments
with risk management responsibilities.

In 2013, the Bank continued to refine its risk managenent policy system. The Bank formulated the risk
management plan for 2013 to 2015 and revised the risk evaluation method, as well as the working rules
of the Risk Management Committee. The Bank also strengthened its risk management systems in various
specific aspects, and developed or revised policies and measures such as procedures for loan defaults
identification, risk assessment on County Area credit products, market risks monitoring and reporting,
risk classification in the wealth management business and country risk management. In addition, the
Bank formulated the objectives and implementation plans for the three pillars under the Capital Rules for
Commercial Banks (Provisional) and the administrative measures for Internal Capital Adequacy
Assessment Process (ICAAP), and conducted its 2013 internal capital adequacy assessment,

The Bank believes the implementation of the foregoing risk management strategy and initiatives has led
to an enhanced operating framework, improved risk management capabilities and a rigorous risk
management culture,
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Risk management structure

The chart below iHustrates the Bank’s risk management structure;
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Beard of Directors and board committees

The Bank’s Board of Directors bears the ultimate responsibility for risk management. It performs risk
management functions through the Risk Management Committee and the Audit Commiftee under the
Board of Directors.

The Risk Management Committee of the Board of Directors is primarily responsible for reviewing the
Bank’s risk management strategies, policies and procedures, assessing the Bank’s risk managenient and
internal control efforts, evaluating the organisational frantework, operating procedures and effectiveness
of the Bank's risk management and internal control departments and making recommendations to the
Bank’s Board of Directors accordingly.

The Audit Committee of the Board of Directors is primarily responsible for monitoring the Bank’s
internal control function, reviewing and overseeing the implementation of the Bank’s critical accounting
policies, overseeing and evaluating the Bank’s internal audit operations and external auditors, reviewing
annual audit reports and annual financial statements and niaking recommendations to the Bank’s Board of
Directors accordingly.

Senior management and special committees

The Bank’s senior management assumes the highest [evel of execution power in risk management.

President

The Bank’s president manages risks associated with the Bank’s business operations, formulates risk
management policies and procedures, determines economic capital allocation and makes recommmendations
and reports the Bank’s overall risk management operations to the Bank’s Board of Directors. The Bank’s
president is also responsible for the implementation of risk management strategies, plans, policies and
systems as determined by the Bank’s Board of Directors.
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Special committees under senior management

The Bank has four special committees under its senior mmanagement, namely, the Risk Management
Committee, the Credit Approval Committee, the Asset Disposal Approval Committee and the Asset and
Liabitity Management Commitiee, which are responsible for organising, coordinating and reviewing
various risk management tasks.

. Risk Management Committee. The Risk Management Committee has three specialised
sub-committees, namely, the Credit risk management committee, the Market risk management
comimittee and the Operational risk management commitiee. The Risk Management Committee is
responsible for analysing and assessing the Bank's bank-wide risk profile, reviewing and
formulating the Bank’s bank-wide risk management plans and risk exposure limits, determining and
adjusting the Bank’s risk management measures, reviewing, coordinating and supervising the
implementation of policies, procedures and methodologies relating to credit, market and operational
risk mmanagement as well as significant risk management initiatives, and leading the Bank’s
bank-wide risk management efforts.

. Credit Approval Committee. The Credit Approval Committee is responsible for reviewing the credit
applications which exceed a certain amount and with higher levels of complexity. It also reviews
special authorisations and special credit extensions as well as certain other credit risk management
operations, It also oversees customer credit rating,

. Asset Disposal Approval Committee. The Asset Disposal Approval Committee reviews the disposal
of the Bank’s non-performing loans and other impaired assets which exceed certain amounts as well
as write-offs, loan restructuring, waivers of interest and foreclosure on repossessed assets.

. Asset and Liability Management Committee. The Asset and Liability Management Committee is
responsible for formulating the Bank’s strategies for balance sheet management and capital
management. It reviews the Bank’s medium- to long-term business plans and annual business plans
and conducts periodic examinations of the Bank’s business operations. It is also a decision-making
body in the Bank’s liquidity risk management.

Chilef risk officer

The primary responsibility of the Bank's chief risk officer is to assist the Bank’s president in risk
management,

Head office rvisk management departients
Risk Management Department

The Risk Management Department coordinates the Bank’s bank-wide risk management efforts and carries
out risk management responsibilities, including the formulation and implementation of the risk
management strategies, policies and procedures, the coordination on the implementation of Basel II and
the development of risk measurement tools meeting the applicable regulatory requirements. The Risk
Management Department is also responsible for conducting customer credit ratings, supervising asset
classification, assessing the Bank’s assets for impairment, measuring the Bank’s bank-wide economic
capital, monitoring key risk indicators and issues and organising risk reporting. It also coordinates the
determination of risk exposure limits, formulates risk portfolic management plans and assesses the
Bank’s risk exposure levels. In addition, it coordinates risk management functions across all branches
and business lines.

Credit Management Departmeni

The Credit Management Department is responsible for establishing and strengthening the Bank’s credit
risk management system. It develops industry-specific credit guidelines, determines customer admission
criteria and organises and implements customer list-based management. It reviews and approves credit
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extensions in accordance with the Bank’s policies and procedures, and evaluates counterparty risks. It is
also responsible for refining the Bank’s credit management system to improve the Bank’s credit risk
identification, measurement and mitigation capabilities.

Credit Administration Department

The Credit Administration Department is primarily responsible for risk management in connection with
loan disbursements. It coordinates and oversees disburseinent of loan funds and post-disbursement
management, conducts on-site inspections of significant risks identified through online supervision, and
organises compliance review of the Bank’s credit review and approval personnel.

Asset Disposal Departinent

The Asset Disposal Departinent is responsible for formulating the policies and procedures in respect of
disposal of non-performing assets and coordinating the implementation efforts. It also conducts on-site
inspections of large-amount or cross-regional non-performing asset disposals, monitors the
implementation of specific asset disposal projects, and manages books for large-amount non-performing
assets. It also coordinates the Bank’s asset preservation efforts and manages foreclosures and write-offs
of non-performing assets.

County Area Credit Management Division

The Country Area Credit Management Division is responsible for establishing and strengthening the
Bank's credit risk management system specific to County Area. It develops County Area credit
guidelines, explore innovative post-disbursement management of the County Area banking business,
determines customer admission criteria, sets classification of loans to rural households, determines
treatment of impairment allowance and implements specific risk allowance and write-offs policies for
County Area banking business,

Front Offices
Asset and Liability Management Department

The Asset and Liability Management Department is responsible for formulating and implementing risk
management policies and procedures in respect of liquidity risk as well as interest rate risk and exchange
rate risk arising from the Bank’s banking book.

Financial Market Department

Pursuant to the risk preferences determined by the Bank’s head office, the Financial Market Department
manages market risk arising from the Bank’s investment and trading portfolios both for the Bank’s own
account and on behalf of the Bank’s customers, within the respective transaction authorisations and
market risk exposure limits.

Internal Control and Compliance Department

The Internal Control and Compliance Department oversees and monitors the implementation of risk
management policies and procedures, rectifies deficiencies and conducts internal control and compliance
inspections and assessments. It manages compliance risks, conducts compliance evaluations and tests on
the Bank’s business procedures and new product and service offerings and monitors authorisations.

Operational Management Departinent

The Operational Management Department is responsible for managing the bank-wide back office
operational risks, formulating and implementing policies and procedures relating to operational
management, establishing and refining the operational risk management system, streamlining the back
office procedures for various business lines and products and deterring operational risk through
centralised management.
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Legal Affairs Department

The Legal Affairs Department is responsible for the bank-wide legal risk management, ensuring the
legality and thoroughness of the Bank’s risk policies and managing risks associated with litigation,
coniract disputes and intellectual property.

Branch level and sub-branch level risk management structure
Branch and sub-branch management

The heads of the Bank’s branches or sub-branches are the primary responsible persons for the Bank’s risk
management operations at their respective branches or sub-branches, The deputy heads in charge of risk
management organise and coordinate risk management operations. Meanwhile, risk management at the
Bank’s tier-2 branches and sub-branches is also supervised by risk officers and risk managers,
respectively, appointed by the higher-tier branches. As a further check and balance, the regional offices
of the Bank’s Audit Office conduct periodic review of branch-level risk exposures.

Risk management committees and risk management departments at branch and sub-branch levels

The Bank has established risk management comimittees at its tier-1 and tier-2 branches under their
respective management. The branch-level risk management committees are responsible for reviewing the
risk exposure limits and risk portfolios within their respective jurisdictions, reviewing and organising the
implementation of risk management objectives and procedures, and reviewing risk management issues
within their authorisation. The branch-level risk management committees conduct periodic analysis and
review of the overall risk exposure and supervise risk management functions.

At the Bank’s tier-1 branches, the Bank has established risk management departments that are responsible
for setting forth comprehensive risk management measures and supervising the implementation of
various risk management strategies and policies. The departments also supervise asset classification and
impairment tests, formulate and supervise the implementation of risk exposure limits and portfolio
management plans. In addition, they manage and organise trainings to the risk managers within their
respective jurisdictions and evaluate their performance. These risk management departments also
examine, analyse aud evaluate the risk management functions of the relevant departments and lower tier
branches.

The credit inanagement departments at the Bank's tier-2 branches or the risk management department at
its sub-branches perform risk management functions.

Risk officers and risk managers

As part of its risk management initiatives targeting at strengthening risk management at its lower-tier
branches and sub-branches, the Bank has started a pilot programnme to appoint risk officers from tier-1
branches to tier-2 branches as well as risk managers from tier-2 branches to sub-branches, The risk
officers and risk managers supervise and assess risk management functions at the branches or sub-
branches where they are stationed. They report to the management team of the branches that appointed
them.

Credit risk management

Credit risk is the risk of loss from the default by an obligor or counterparty when payments fall due. The
Bank is exposed to credit risk primarily through its loan portfolio, investment portfolio, guarantees and
various other on- and off-balance sheet credit risk exposures.

The Bank manages credit risk through a variety of methods, including streamlining its credit approval
process, establishing bank-wide standardised authorisation and credit extension management system,
monitoring risk exposure and borrower concentrations and mitigating credit risk through the use of
collateral and other arrangements.

The Bank has increased efforts to prepare for the implementation of Basel II and its adoption of industry-
specific credit guidelines and customer list-based management to improve credit risk management
capabilities and refine its credit asset profiles.
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Credit risk management for corporate loans
Credit guidelines

The Bank is focused on the development and implementation of its credit guidelines and is seeking to
achieve a balance between loan growth and a prudent risk management culture. The Bank formulates
credit guidelines on an annual basis to streamline its credit business procedures, adjust its Joan portfolio
compositions and prioritise its lending to the key regions, industries and customers.

The Bank’s industry-specific credit guidelines consist primarily of industry-specific customer admission
policies, authorisation policies and post-disbursement management requirements, The Bank adjusts its
credit guidelines based on a number of considerations such as changes in the PRC governmnent’s industry
policies and the developments of various industries as well as the overall effectiveness of its existing
credit guidelines. The Bank has developed industry-specific credit policies for 41 industries and, in
industries for which a credit policy has not been introduced, implemented a customer list-based credit
management system that divides its loan customers into “support,” “maintenance,” “reduction” and
“termination” categories. The Bank periodically imposes credit exposure limits and releases
recommended credit limits in respect of industries with relatively large exposure and higher risk to adjust
and control the total credit exposure to specific industries and refine the mix of its loan portfolio based
on industry prospects, the overall credit quality of individual industries and regulatory changes.

LIINTY

The Bank also proactively adjusts its credit guidelines in line with the PRC government’s macroeconomic
control policies. For example, the PRC government has implemented certain restrictive measures with
respect to the real estate and steel industries in recent years. Also see “Risk Factors — Risks Relating to
The Bank’s Loan Portfolio — If the Bank is unable to effectively maintain the quality of its loan portfolio,
its financial condition and results of operations may be materially and adversely affected.” In light of
these measures, the Bank has adjusted its credit guidelines with a more prudent view to extending credit
to borrowers in the real estate industry and the steel industry and set target limits on the growth in its
loans to these industries. The Bank has further clarified its customer admission criteria and prioritised its
lending to key cities and high quality customers. With respect to borrowers in the steel industry, the Bank
has tightened credit approval authorisations and limited new credit extensions to its valued customers,

In lending to government financing vehicles, the Bank applies the same review, approval and monitoring
criteria to these loans as it does to loans to other corporate customers. The Bank has clearly defined the
admission standards for loans fto government financing vehicles, and it seeks to focus on
government-sponsored projects with sufficient cash flows and secured sources for loan repayments as
well as the projects sponsored by the governments of provincial, provincial capital-levels and above. The
Bank’s tier-1 branches implement customer list-based management of government-sponsored projects
within their respective jurisdictions and determine admission criteria for non-commercial projects
sponsored by local governments of city level or lower. For these projects, the Bank requires that equity
investments in these projects be in place prior to its loan disbursements, or simuitaneously with its loan
disbursements on a proportional basis. Loans to financing vehicles for local governments below the city
level must be fully secured by land or building.

The following flow chart illustrates the basic process for the Bank’s credit business.

Customer applications and Credit review and approval Loan disbursoment and Non-performing lean management
pre-loan review fedt by PP post-disbursement management e 2 le gemen

Customer applications and pre-loan review

The Bank conducts pre-loan review under a policy of two-person investigation and review. Pre-loan
review is carried out by a primary reviewer (generally, a customer manager) and an assistant reviewer
(for example, a business manager) at a branch or sub-branch. For large loans to a single borrower and
loans for medium- and long-term projects, reviewers from the corporate banking business departments at
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higher-tier branches conduct independent customer reviews. To avoid conflicts of interest, the Bank
requires a reviewer to refrain from participating in any credit review relating to a company controlled by
the reviewer or the reviewer’s close relatives. The Bank conducts pre-loan review and customer
informatien verification through both on-site visits and circumstantial investigations. When necessary,
the Bank uses a third-party credit agency to verify customer information,

The Bank conducts pre-loan review to: (i) collect basic information such as the compliance track record,
shareholders and managers, industry, growth prospects and business of the applicant; (ii) analyse the use
of the loan proceeds and sources for repayment; (iii} study the applicant’s financial statements, cash
flows and request additional information (such as evidence of tax payments and utilities bills) from the
applicant if the Bank believes that the financial data collected do not fully reflect the applicant’s
financial condition; (iv) assess the creditworthiness of the applicant and its management, its loan
repayment history and its ability to fulfil contractual ebligations; (v) review the collateral provided by
the applicant and guarantees provided by the guarantor; and (vi) examine the loan application pursuant to
the Bank’s credit policies. Upon the completion of the pre-loan review, the reviewers prepare a written
report, which serves as one of the main bases for the Bank’s credit decision. The primary reviewer and
the assistant reviewer are jointly accountable for the conclusion of their pre-loan review.

Customer credif rating

The Bank maintains a ten-grade rating system, namely, AAA+, AAA, AA+, AA, A+, A, B, C, D and
Rating Exempted, and assign a credit rating to a customer based on its scale of operation,
competitiveness, growth prospects, quality of management, net cash flow, debt repayment ability,
profitability, contribution to the Bank’'s business, creditworthiness and other factors.

In principle, the Bank rates all customers that have outstanding loans with it and that have provided
guarantees to secure the Bank’s loans on a periodic basis, and the credit ratings assigned are generally
valid for no more than one year. The Bank assigns a credit rating to a new customer before granting
credit to such customer. If there is a material change affecting a customer’s repayment ability or
creditworthiness, the Bank re-rates the customer. The customer credit rating results have been widely
used in the Bank’s credit approvals, loan classifications, loan loss provisioning, management of exposure
"limits, risk reporting and economic capital management.
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Collateral appraisal

For loans secured with collateral, the Bank conducts collateral appraisals prior to loan approval either
internally or through external appraisers. The Bank requires a final confirmation of the appraised vatue
from an appraiser within the Bank regardless whether the appraisal was performed by an external
appraiser or by the Bank’s own employees. Loans secured by collateral are generally subject to the
following loan-to-value ratio limits, depending on the type of collateral;

Type of Collateral Maximum Loan-to-Value Ratio

Propertices
Land use rights and buildings  70%

Manufacturing equipment Up to 40% for manufacturing equipment for general use; up to 20% for
manufacturing equipment for specialised use

Inventories Generally up to 50%, maximum limit 70%

Monctary assets

Governinent bonds and If in the same currency as the Bank’s loans, the amount of collateral
financial bonds shall be no fess than the loan amount; if in a different currency, up to
90%
Corporate bonds Up to 80% for listed corporate bonds; up to 50% for other corporate
bonds
Warehouse receipts Up to 85% for exchange standard warehouse receipts; up to 70% for

other warehouse receipts

The Bank generally requires regular reappraisal of collateral. In respect of a third-party guarantor, the
Bank assesses the guarantor’s financial condition, credit history and ability to meet its obligations to
determine the appropriate guarantee amotmnt,

Credit review and approval

The Bank’s credit approval function for corporate loans is performed primarily by authorised approval
officers, credit review and approval centres and credit approval commitiees.

. Authorised approval officers. Authorised approval officers consist of the president and the vice
president in charge of credit approval at the Bank’s head office and, at the branch level, the heads
and deputy heads (including assistants to branch heads) in charge of credit approval at their
respective branches and independent credit approval officers who are entitled to approve credit.
Independent credit approval officers are authorised to make loan approval decisions based on their
independent investigation, review and evaluation. Independent credit approval officers at branch
level typically consist of credit approval officers at the same branch or at the higher-tier branch
depending on which branch appointed them. The independent credit approval officer appointed by
the same branch reports to his own branch and receives his approval authorisation from the branch
head, while an independent credit approval officer appointed by the higher-tier branch reports to the
higher-tier branch that appointed him and receives his authorisation approval from the head of that
higher-tier branch. The independent credit approval officers approve loans according to their
specific areas of expertise and are organised into groups focusing on different business lines such as
corporate banking, retail banking and County Area Banking Business, respectively.

. Credit review and approval centres. The Bank has set up credit review and approval centres at its
head office and branches. Applications for loans exceeding the authorisation limits of the respective
independent approval officers are submitted to the credit review and approval centres for approval.
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. Credit approval committees, The Bank has set up credit approval committees at its head office and
branches. A credit approval committee consists of chairman of the committee, credit risk
department members, expert members and independent credit approval officers. The credit approval
committee at the head office reviews applications for fixed asset loans with principals above certain
specified amount, credit limit approval and other tasks. Tt currently consists of 11 members,
including four expert members, one independent credit approval officer and one vice president from
the Bank’s head office who acts as the chairman of the committee. Sub-branches located in counties
generally have no credit approval committee. Credit approval officers designated by branches of
higher-tier are primarily responsible for review and approval of credit applications made through
the sub-branches.

Customer credit limif approval

The Bank determines a customer's total credit limit based on a comprehensive analysis of the customer’s
credit rating, net assets, cash flows, collateral offered and financing needs. The Bank’s different tiers of
branches may approve credit line applications within their specific authorisation iimits in accordance
with its customer segmentation-based management system. A customer’s credit limit is generally valid
for no longer than one year and is subject to annual review. Even if a credit application is within the
customer’s credit limit, the originating branch still must carry out the required loan review and approval
procedures according to its authorisation limit, Credit line applications that exceed the authorisation
limits of the originating branches must be submitted to a higher-tier branch with requisite authorisation
or, if necessary, to the Bank’s head office.

The entire process of credit reporting, review and approval has been automated and is managed by the
CMS. The system antomatically controls the authorisation levels of the Bank’s approval officers. If a
loan application is approved, the Bank’s legal departments will review the agreements on non-standard
forms and correspondences and other documents for its credit extension business.

The Baunk seeks to mnanage credit extension to group borrowers on a consolidated basis. Its credit
administration departments are responsible for reviewing, approving and allocating credits made to group
customers.

Loan disbursement and post-disbursement management

The Bank disburses loans upon the completion of review of disbursement-related criteria by its credit
administration departments. The Bank’s business units and credit administration departments are
responsible for post-disbursement management. The Bank's post-disbursement management includes
fund account monitoring, on-site examination, monitoring of the borrower, monitoring of collateral and
guarantor, risk alert and management, credit asset risk classification, record-keeping and recovery of
loans.

Management of drawdown

Before signing a credit agreement, the business department in the originating branch is responsible for
ensuring the satisfaction of the conditions precedent specified in the agreement for loan disbursements
and drawdowns. The Bank has designated disbursement review personnel at its tier-1 and tier-2 branches
and its credit administration departments to review the application of conditions for loan disbursement
and usage and the compliance with the credit agreement, collateral arrangement and other loan
disbursement procedures.

Post-disbursement monitoring

The Bank undertakes initial and follow-on monitoring at the post-disbursement stage. The Bank generally
conducts initial monitoring within 15 days from the disbursement of project loans, the credit lines for
new customers and incremental credit lines for existing customers, The frequency of the Bank’s regular
postloan monitoring varies depending on whether a customer is new or existing, the importance of the
customer to its business, its credit rating and the loan product. The Bank employs a variety of methods
for conducting post-disbursement monitoring, including assigning a dedicated professional for each loan;
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monitoring the borrower’s cash flows; conducting regular on-site visits to examine collateral; generating
early alerts through IT platform; proactively notifying borrowers of due dates and maturity dates;
regularly visiting the borrower; and terminating loan exposure to delinquent customers.

Risk alert

The Bank has set up a risk alert mechanism at all tiers of its branches and sub-branches. The Bank aims
to promptly detect and mitigate risks by monitoring a customer’s account information, financial reports,
information of suppliers and customers, and industry and macroeconomic policies.

Customer managers and designated risk management personnel are required to report to the heads of their
respective departments on a timely basis upon the receipt of a risk alert signal. The business department
of the branch that manages the relevant customer account, the credit administration department and
others with risk management responsibilities in turn are required to formulate risk mitigation solutions.
Upon authorisation from relevant branch heads, the business department involved at the branch is
required to start implementing the risk mitigation measures. If the originating branch is of a higher tier
than the branch that manages the customer accounts, such lower tier branch is required to report the
resolution to the credit administration department of the originating branch, which will supervise the
implementation.

Loan classification

The Bank classifies a loan according to its five-category loan classification criteria, which include a
comprehensive assessment of various factors such as the borrower’s repayment ability and track record,
its wiltingness to perform repayment obligations, the profitability of the project financed by the loan and
the collateral provided.

The Bank’s designated loan classification officer may adjust the classification assigned to a loan in
accordance to prescribed procedures in the event that there is a mismatch between a classification
assigned and the criteria for such classification. The classification of a loan must be adjusted on a timely
basis if a change in its risk profile is identified. Solely for risk management purposes, the Bank adopted a
12-category classification system, which refined the five-category loan classification system, to classify
its corporate loans. Classification of such loans is conducted at least on a quarterly basis. The following
table illustrates the Bank’s 12-grade toan classification system:

Normal Special Mention Substandard Doubtful Loss
Normat Normal Normal Normal Special  Special  Special  Substandard  Substandard Doubtful Doubtful  Loss
Omne Two Three Four Mention Mention Mention One Two One Two
One Two Three

Through this loan classification system, the Bank determines the classification of a corporate loan on the
basis of both quantitative and qualitative factors through analysing default risk of a corporate borrower
and transaction risk arising from the loan and considering the estimated impairment losses. When
analysing a borrower’s default risk, the Bank considers the credit rating of the borrower and the risk
factors relating to the borrower’s industry, operations, management and willingness to repay the loan.
When analysing the transaction risk relating to a loan, the Bank considers the existence, validity,
adequacy and liquidity of collateral and the length of the period by which the principal or interest is
overdue. The system utilises a quantitative scoring model, through which the Bank’s loan classification
personnel confirms loan classification results.

The Bank’s 12-grade loan classification system is designed to enable the Bank to better monitor changes
in its asset quality, detect potential credit risks and more effectively conduct post-disbursement
management of its loan portfolio. The Bank believes that this system has helped it strengthen its loan
monitoring capabilities.

The Bank applies a five-category classification system for retail loans and certain corporate loans in
countries which satisfied the small business standards required by the CBRC.
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Termination of customers with potential risks

The Bank has established an exit management mechanism in order to optimise its portfolio of borrowers
and prevent potential risks from materialising, Customers with potential risks refer to those who are
currently experiencing or are expected to experience adverse changes in their business or financial
condition in the near future that may affect their loan repayments. For these customers, the Bank may
demand repayment of loans ahead of their contract maturities or it may reduce their respective credit
lines.

The Bank identifies customers with potential risks among those whose loans are originally classified as
“normal” or “special mention,” The Bank’s head office adjusts, on a timely basis, the parameters and
indicators for identifying customers with potential risks, in accordance with macroeconomic condition,
industry policies and the Bank's business strategies. The Bank’'s branches and sub-branches develop
annual customer exit plans and compile exiting customer lists.

Non-performing loan management

The Bank proactively manages non-performing loans to reduce risks relating to its loan portfolio and
improve its recovery on disposals. The Bank is committed to continuously improving its ability to
manage non-performing loan disposals and establishing and refining its management system for
non-performing loan disposals. The Bank has undertaken various initiatives such as customer list-based
management, information technology system upgrade and performance-based compensation.

The Bank’s asset disposal departments are responsible for managing the Bank’s non-performing loans.
The Bank seeks to recover its non-performing loans through various means, including collection,
foreclosure on collateral, legal or arbitration proceedings, third-party agent collection, waiver of interest
or principal, loan restructuring and write-offs.

Credit risk management for retail loans
Pre-loan review

Once a retail loan application is received by the originating branch, a retail loan reviewer at that branch
will conduct due diligence on the loan applicant by checking relevant databases and holding in-person
meetings with the applicant. For applications involving large amounts or posing high risk, two retail loan
reviewers generally conduct on-site visits. For retail loans secured by collateral, the reviewers are
required to conduct appraisal of the collateral, Recommendations of the reviewers are submitted to the
retail loan officers, who will review and confirm before submitting the conclusions and recommendations
to the appropriate credit review approval centres.

Credit review and approval

The Bank’s designated teams at its credit review and approwval centres review retail loan applications
based on their evaluation of the completeness of the application package and the applicant’s risk profile.
They submit their recommendations to the appropriate personnel with approval authority for final review.
Applications for large loans or loans involving higher risks are required to be reviewed and approved by
a credit approval committee and also approved by an authorised credit approval officer.

Loan disbursement and post-disbursement management

After a loan application is approved, the originating branch assigns designated personnel to ensure the
satisfaction of the conditions precedent for loan disbursement, register and record collateral, execute loan
agreements and disburse loan proceeds to the borrower. The Bank’s post-disbursement management of
retail loans is conducted by both the business departments in the originating branch and the risk
management departments at its different tiers of branches through the post-disbursement management
system, a sub-system of the CMS. The Bank monitors retail loan risks through measures, including daily
post-disbursement monitoring, post- disbursement inspections (site visits), account moniforing, online
monitoring and a centralised collection platform. Once a risk alert signal is identified, the Bank takes
immediate actions to prevent and mitigate the associated risk and control potential losses.
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The CMS automatically classifies the Bank’s retail loans into five categories based on the number of days
by which the payment of principal or any interest is overdue as well as types of collateral provided. The
Bank’s business departments and risk management departments may jointly adjust the classification in
response to risk data gathered through loan moenitoring.

Credit card risk management

The Bank manages credit risk arising from its credit card business through the following measures:

. setting credit limits according to the risk profiles of each credit card customer to mitigate risks at
preliminary stage;

. strengthening its statistical analysis capabilities, the development of credit rating data modelling
and continuing to adjust its risk management policies;

. implementing a risk alert system to detect and prevent credit card fraud;

. optimising its risk monitoring system to enhance its capabilities to monitor and mitigate risks on a
real-time basis; and

. carrying out centralised investigation into new e-commerce merchants and implementing a
merchant risk alert system including off-site monitoring and on-site inspection.

Credit risk management for County Area Banking Business

Risk management in the Bank's County Area Banking Business falls under the Bank's overall bank-wide
risk management framework and follows its bank-wide risk management system and procedures. In
addition to these standardised credit policies and procedures, the Bank has also implemented
differentiated risk management policies for its County Area Banking Business.

. The Bank has established a Credit Management Department of County Area Banking Business at
the head office level and a Risk Management Centre of County Area Banking Business under the
Risk Management Department. The Bank has started to appoint risk officers from its tier-1 branches
to tier-2 branches and risk managers from tier-2 branches to sub-branches. The Bank has established
a dual reporting risk management structure at its branches and sub-branches in the County Areas.

J In conducting performance evaluation, the Bank has focused on applying economic capital
indicators to its branches and sub-branches in the County Areas. The Bank has included the
risk-adjusted returns as one of the key indicators to assess the performance of these branches or
sub-branches.

’ To balance risk and return, the Bank is in the process of implementing a multi-channel risk
mitigation mechanism where appropriate loan pricing is adopted to cover potential risk exposure.
For example, the Bank cooperates with credit guaranty companies in the County Areas to share risk
exposure; in addition, the Bank has rolled out certain products, such as forest-ownership- pledged
loans, to tackle the inadequacy of collateral securing loans in the County Areas.

. The Bank has focused on risk disciplines and set maximum non-performing loan ratios and
minimum recovery ratios for Joans beyond their maturities. If a sub-branch exceeds the pre-set risk
control targets or there have occumred significant risk events, the Bank may impose deadlines for
remediation actions, investigate and hold the responsible parties accountable and suspend
authorisations.

. In balancing risk and efficiency, the Bank has established credit review and approval centres fo
strengthen its credit risk management in the County Areas. In addition, the Bank has introduced an
online information platform to speed up communications with remote areas and leverage local
information sources to achieve efficiency in its risk management.

. The County Area Banking Business has been a focus of the Bank’s internal review and audits. The
Bank has strengthened its internal review and audits in respect of the identity of the borrowers of its
small-amount rural household loans and the performance of the departing senior management of its
sub-branches in the County Areas through both on-site and off-site review and audits.
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Credit origination and review

Based on the Bank's bank-wide risk management strategy and risk preferences and taking into
consideration of the characteristics of the Bank’s County Area Banking Business, the Bank focuses on the
following measures. In customer identification, the Bank focuses on leading agriculture industrialisation
enterprises and other quality corporate customers as well as mid- to high-end retail customers. In product
offerings, the Bank focuses on rural infrastructure project loans, urbanisation loans, loans for County
Area merchandise distributions and County Areas SME loans. In addition, the Bank leverages its
Huinong Cards to grow its small-amount rural household loans. Geographically, the Bank focuses on
business development in the areas where the local economy is relatively more developed, such as the top
ten counties of each province.

The Bank has developed a score card system and designed rating indicators tailored for its County Area
customer base, which consists mostly of small enterprises, private businesses and rural households, The
Bank has largely completed the development of its County Area customer rating system and expects to
achieve automatic rating to further improve the accuracy of its rating system.

Credit approval

The Bank has established review and approval policies specifically designed for its County Area Banking
Business. Higher-tier branches appoint independent credit approval officers, who are familiar with the
County Area Banking Business and designated to review and approve loan applications submitted by the
Bank’s branch ouifets in the County Areas. The Bank has established credit review and approval centres
at its tier-2 branches to ensure a centralised and efficient review and approval process. The Bank has
further improved its review and approval procedures and promoted online review and approval, to
improve overall efficiency of its review and approval procedures without compromising its risk control.

The Bank has structured multiple types of security interest such as joint household guarantees,
“company + farmer” guarantees and guarantees by farmers’ cooperatives. Moreover, the Bank has further
strengthened its cooperation with insurance companies to combine loan origination with the offering of
insurance products that are designed to reduce its risk exposure. The Bank strives to streamline its
procedures for processing credit applications in its County Area Banking Business and reduce associated
cost, without compromising its risk management. For example, for small business customers in the
County Areas, the Bank consolidates credit rating, approval and drawdowns into one step.

Loan classification and monitoring

The Bank’s bank-wide policies and procedures for loan classification apply to its County Area Banking
Business. The Bank is developing an automated loan classification systern for retail loans, supplemented
by manual checks. Considering such factors as the impact of natural disaster on its County Area
customers’ repayment ability, the Bank has sought to refine its loan classification criteria for loans to
rural households and agriculture-related businesses and adopted more stringent Joan classification criteria
strictly based on the number of days by which the payment of interest or principal of a loan is overdue,

The Bank has established an online monitoring and risk alert system for its County Area loans to monitor
the risk profile of its County Area loan businesses and identify non-compliance with its policies and
procedures, issue alerts, and take precautionary and corrective measures on a timely basis,

Post-disbursement management

The Bank conducts post-disbursement reviews and management of delinquent customers in the County
Areas in substantially the same manner as it does for its Urban Area customers., The Bank conducts post
disbursement monitoring and tracking of loans of its County Area Banking Business through CMS, with a
focus on the borrower’s business fundamentals and financial condition, especially cash flows. The Bank
also tracks non-financial information such as tax receipts and utilities bills to better understand the real
business operatious and fundamentals of the borrowers, The Bank reviews rural household loans through,
for example, spot checking Huinong Card transaction records.
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Credit risk management for treasury operations

The Bank’s treasury operations involve investments in treasury bonds, government bonds, financial
institution bonds, corporate bonds, commercial paper, medium-tern: notes, and asset-backed securities.
The Bank conducts credit risk management in respect of its treasury operations primarily through
managing credit lines for counterparties. The Bank assigns the total credit limit for domestic and foreign
financial institutions and set sub-limits for various business lines. Its head office reviews the Bank’s
annual credit limits on exposure to financial institutions, determines authorisation limits for the Bank’s
various departments at its head office and domestic and overseas branches, and engages in dynamic risk
classification and adjustment in response to changes in counterparty risk.

Internal rating based system (IRBS) for credit risks

The Bank faunched an internal rating-based system in 2007 in order to improve its ability to measure
credit risks and to comply with Basel II and the regulatory requirements of the CBRC. The Bank
developed its internal rating framework in three stages, with the adoption of a non-retail Foundation
Internal Ratings-Based (FIRB) approach being the first stage, the adoption of a retail Advanced Internal
Ratings-Based (AIRB) approach being the second stage and the adoption of a non-retail AIRB approach
being the third stage. In 2013, we applied to the CBRC for the implementation of advanced capital
managenient methodology, including the non-retail IRB approach, retail exposures IRB approach and
standardised approach for operational risk.

Information technology in credit risk management

The CMS is the Bank’s primary IT platform for credit business operations as well as the primary tool for
credit risk management. For details of the Bank’s CMS, see “Description of the Bank — Information
Technology — Information System.”

The Bank’s CMS enables the Bank to integrate the management of its corporate and retail customers. It
covers loans, discounted bills, acceptances, letters of credit, letters of guarantee and other main credit
products the Bank offers. It also supports online management of the Bank’s entire credit management
process from loan application, review and approval to disbursement and post-disbursement management.
It has the capability to conduct customer credit ratings automatically based on quantitative indicators and
credit risk classification and determine market risk-related asset value markdowns. The Bank’s CMS
allows speedy data retrieval and customised reporting. The Bank is in the process of upgrading its CMS,
which is expected to improve its credit risk management capability through a more automated system.

Moreover, to support the development of a new customer rating model, the Bank has completed the
development of IRBS. The IRBS has been in operation since June 2009,

Markef risk management

Market risk arises from movements in exchange rates, interest rates and other market changes that affect
market risk-sensitive instruments.

The Bank is exposed to market risk primarily through the assets and liabilities on its balance sheet, as
well as its off-balance sheet commitments and guarantees. The major types of market risk that may
impact the Bank’s business are interest rate risk and exchange rate risk. Interest rate risk refers to the risk
of losses in a bank’s income or economic value arising from adverse movements in statutory or market
interest rates, Exchange rate risk means that a bank may experience losses because of mismatches in the
currency denomination of the Bank’s assets and liabilities, or from the exposure of the Bank’s foreign
exchange derivative fransactions.

The Bank’s market risk management covers the entire process of identifying, measuring, monitoring and
controlling market risk and aims to maximise its returns within the limit of its well-defined risk
tolerance. The Bank primarily conducts market risk management through exposure limit mmanagement,
authorisation management and counter-party credit extension management. Exposure limit management
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refers to the control over the level of market risk that the Bank’s head office, branches and overseas
operations are facing. The Risk Management Department at the Bank’s head office sets exposure limit
authorisations in respect of the Bank’s various business departments which are subject to the approval of
the Board of Directors. There are two types of limits, namely, mandatory limits and recommended limits.
A mandatory limit places a strict ceiling on the amount of market risk the Bank is willing to accept on the
relevant business or products; by contrast, a recommended limit provides a relatively flexible constraint
on the market risk and is geared more toward providing risk guidance and warning. In the case of a
breach of a recommended limit, the Bank takes measures to reduce its risk exposure. In the case of a
breach of a mandatory limit, the business unit bearing the market risk is required to take remedial
measures unless there are justifiable reasons or circumstances that warrant the exposure temporarily
exceeding the limit. The organisational unit is required to specify the reasons for such breaches and the
time needed for resolving the situation in a report to be reviewed by the Risk Management Department at
the Bank’s head office, which in turn will report the situation to the Bank’s senior management. Absent
approval by the Bank’s head office senior manageinent, the unit that breached the mandatory limit must
take appropriate measures to ensure that the limit is restored. Market risk limits include, but are not
limited to, exposure, loss, risk and stress testing limits. Exposure limits include limits on positions for
transactions in total or for net transactions, and limits related to the Bank’s business targets, Loss limits
refer to limits on loss in the mark-to-market value of asset portfolios, Risk limits refer to the limits set
for indicators for measuring market risk. Stress testing limits refer to limits for losses that occurred in a
stress scenario.

The Bank closely monitors market risk exposure limits through both the Risk Management Department
and the risk management divisions of the Asset and Liability Management Department and the Financial
Market Department. For a mandatory limit, an early warning is activated once a threshold of 80% of the
limit is reached: for a recommended limit, the threshold is 90%. The Bank’s trading management system
allows the Bank to monitor and analyse data for the entire transaction process, Market risk reports consist
of market risk analysis reports, market risk event reports and market risk management reports. The Bank
plans to continue to institutionalise and standardise its market risk monitoring and reporting policies and
procedures to further improve its ability to monitor and mitigate market risk.

The Bank separates its banking book and trading book. The Bank's trading book covers the financial
instruments and commodities positions the Bank holds for trading or hedging purposes. The Bank’s
banking book covers all of its on- and off-balance sheet assets and liabilities and off-balance sheet
positions not covered in the trading book.

Market risk management for the Bank’s banking book
Interest rate risk management

The major source of interest rate risk in the Bank’s banking book is the mismatch of the maturity or
repricing dates of the Bank’s interest rate-sensitive assets and liabilities. Due to the mismatch, the Bank’s
net interest income and economic value may be affected by changes in interest rates. The Bank currently
manages the interest rate risk in its banking book primarily through managing its assets and liabilities
mix, The general strategy of interest rate risk management is to identify interest rate risk, adjust assets
and liabilities pricing in a timely manner and control interest rate sensitivity exposure. Applying interest
rate sensitivity analysis, gap analysis, scenario analysis aund stress testing, the Bank conducts static
measurements of the repricing characteristics of its assets and Tiabilities and evaluates the potential
impact of changes in interest rates. Based on the results of such analysis, the Bank adjusts the maturity
structure of its assets and liabilities and improve the management of the interest rate risk exposure in its
banking book.

Exchange rate risk management

Exchange rate risk refers to the risk due to mismatches in the currency denominations of the Bank’s
assets and liabilities. Through exposure limit management and the management of the currency structure
of its assets and liabilities, the Bank seeks to ensure that the adverse impact of exchange rate fluctuations
falls within an acceptable range.
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Market risk management for the Bank’s trading book

Market risk arising from the Bank’s trading book primarily comes from fluctuations in the value of the
Bank’s financial instruments on the trading book resulting from changes in exchange rates and interest
rates. The Bank utilises interest risk sensitivity indicators such as duration and basis point value and
applies analytical tools to monitor the market risks of the Bank’s trading accounts and improve the
interest rate risk management of the financial instruments in the Bank’s trading book. In addition, the
Bank strictly segregates the trading from non-trading functions and responsibilities, monitors and ensures
the compliance of the Bank’s trading positions with its policies. Moreover, the Bank’s Audit Office
conducts regular audits on the implementation of the Bank’s internal procedures for the management of
the Bank’s trading book in accordance with requirements by the regulators and the Bank’s own policies.

Liguidity risk management

Liquidity risk refers to the risk of being unable to liquidate a position in a timely manner to acquire
sufficient funds or failing to acquire sufficient funds at a reasonable cost in response to asset growth or to
fulfil payment obligations. Factors affecting the Bank’s liquidity include the term structure of the Bank’s
assets and liabilities and changes to banking industry policies, such as changes in the requirements
relating to loan-to-deposit ratio and statutory deposit reserve ratio. The Bank is exposed to liquidity risk
primarily in the funding of its lending, trading and investment activities, as well as in the management of
its liquidity positions. The primary objective of the Bank’s liquidity risk management is fo ensure that the
Bank are able to meet its payment obligations and fund its lending and investment operations on a timely
basis, The Bank seeks to improve its liquidity management through various measures, including:

. focusing on maintaining stable sources of funding and increasing its core deposits;

. enhancing its marketing efforts, increasing its total deposit amount, securing the continued growth
in deposits to meet its liquidity needs and maintaining its capital raising capabilities; and

. improving the diversity of assets and maintaining an appropriate mix of short-, medium- or long-
term assets.

Operational risk management

Operational risk refers to the risk resulting from inadequate or failed internal control procedures, from
human or information system related factors, or from external events, The operational risk that the Bank
faces primarily includes, among others, internal fraud, external fraud, damages to property, disruptions to
the Bank’s operations or information technology system and problems associated with transaction
execution and closing as well as business processes. Since 2009, the Bank has implemented initiatives to
streamline its business and operational processes and centralise its back office management to enhance its
capabilities in the identification, measurement, reporting and control of operational risks, In 2013, the
Risk Management Committee of the Bank approved the internal trial application of Advanced
Measurement Approach for operational risk. The Bank believes that these measures will strengthen its
operational risk management,

The Bank has established three lines of defence against operational risk. The first line is risk management
by business units. The second line is the Bank’s risk management departments and internal control and
compliance departments, Led by the Bank’s senior management, the Bank’s risk management
departments are responsible for implementing operational risk management strategies, policies and
procedures; developing and promoting operational risk management instruments; monitoring and
reporting operational risks; and deploying economic capital measurement tools. The Bank’s internal
control and compliance departments supervise and evaluate compliance with the Bank’s operational risk
management policies and applicable laws and regulations. The third line is the Bank’s internal audit
function, which is responsible for supervising and evaluating the Bank’s operational risk management
system, evaluating the adequacy and effectiveness of the Bank’s operational risk management policies
and procedures and supervising and assessing the Bank’s internal control system and compliance.
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Since 2008, the Bank has conducted a comprehensive review of a number of areas of its business
including its credit business, retail banking, operations management, e-banking and information
technology. Through such review, the Bank has identified risk factors and risk indicators, developed
operational risk identification procedures, and established procedures for monitoring and assessing key
risk areas as well as a dynamic mechanism for continuous risk identification. The Bank identifies
operational risk through the process analysis methodology, which identifies the business areas that may
be subject to operational risk, and locates potential risk factors and the relevant risk indicators based on
its past experience. The Bank’s head office and its tier-1 branches carry out, at least once a year, a
comprehensive operational risk identification process and systematically review risk factors and risk
indicators that have emerged in the Bank’s operations.

The Bank has established a bottom-up reporting system for operational risk. Once an operational risk
occurs, the Bank’s branches at or above the county level are required to report the operational risk in a
timely manner through the Bank’s operational risk reporting !ines.

Compliance

Compliance risk refers to the risk of regulatory or legal breaches that may result in potential legal
sanctions, regulatory penalties, significant financial losses and reputational harm. Compliance
management is an important part of the Bank’s risk management activities. To strengthen its compliance
management capabilities, the Bank has established, and is committed to continuing to strengthen, its
bank-wide compliance management framework.

Organisational structure of the Bank’s compliance function

The Bank’s Internal Control and Compliance Department leads the Bank’s compliance risk management
efforts, It is responsible for the Bank’s bank-wide compliance risk management, including identifying
compliance risks, tracking and analysing control weaknesses and deficiencies, monitoring and assessing
the Bank’s risk exposures and implementing preventative and corrective measures. The Bank has internal
control and compliance management teams at its tier-1 and tier-2 branches and has launched a pilot
programnme to appoint compliance managers to selected sub-branches. The compliance managers under
the pilot programme do not report to the sub-branches where they work; instead, they are under the direct
supervision of the higher-tier branches that appointed them and report directly to the management of their
respective higher-tier branches.

The Bank seeks to improve its compliance reporting mechanism and its database for non-compliance
incidents. The Bank has established internal reporting procedures for employee misconduct. Significant
cases of employee misconduct are required to be escalated through the higher-tier branches to the Bank’s
head office within 24 hours of the discovery of these cases. In addition, the Bank is also required to
report to the CBRC significant cases of employee misconduct. To promote compliance awareness of its
employees, the Bank has adopted a points programme to deter incidents of non-compliance. In addition,
the Bank has started to compile a comprehensive compliance handbook to describe and refine its business
and operational process.

Anti-money laundering

In 2002, the Bank established a steering group responsible for anti-money laundering management. In
2003, the Bank formed an anti-money laundering division at its head office, Currently, the Internal
Control and Compliance Department Jeads the Bank’s bank-wide anti-money laundering efforts.

The Bank has developed and refined anti-money laundering policies, clearly defining the duties and
responsibilities, working procedures, and authorisations of the Bank’s various departments and branches.
The Bank invests heavily in its anti-money laundering compliance efforts and provides regular training to
its employees to strengthen their compliance awareness and skills. The Bank is committed to fulfilling its
reporting obligations under anti-money-laundering laws and has been cooperating with regulatory
authorities and the judiciaries to carry out anti-money laundering investigations, The Bank systematically
carries out customer due diligence, and collects customer information and transaction records according

119




to applicable laws and regulations, The Bank seeks to continue to improve its anti- money laundering
capabilities and its compliance with bank-wide anti-money Jaundering policies and procedures through
reinforcing the implementation of the “know-your-customer” procedures and standardised operational
processes, improving its information collection and processing capabilities relating to large and
suspicious transactions and strengthening its review and reporting of these transactions, as well as
enhancing the functionality of its anti-money laundering information system to generate risk alerts on a
timely basis.

Internal audit

The Bank has established a designated internal audit function, which follows a vertical reporting line.
The Bank’s internal audit offices perform audits and evaluations on the Bank’s operations and
management, business activities and financial performance. The Bank’s internal audit offices report to
the Bank’s Board of Directors and are subject to the examination, supervision and evaluation by the
Audit Committee of the Bank’s Board of Directors. The Bank’s internat audit offices are also under the
supervision of the Bank’s Board of Supervisors. The Bank’s internal audit offices consist of the Audit
Office at the Bank’s head office and ten regional offices. The Audit Office is responsible for the
organisation, management and reporting of the Bank’s bankwide internal audit efforts. The regional
offices, under the direct supervision of the Audit Office, perform internal audits in their respective
specified areas and report to the Audit Office.

The chart below shows the organisational structure of the Bank’s internal audit function:
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The Bank’s internal audits are organised in an effort to promote the Bank’s compliance with aud
implementation of the applicable laws and regulations, assess the Bank’s risk management, internal
control and corporate governance and maintain the Bank’s risk exposures within an acceptable range to
continue to improve the Bank’s business operations and management.

The Bank’s internal audit focuses on:

. the Bank’s compliance with the applicable PRC laws and regulations, macroeconomic policies and
regulatory guidelines as well as the Bank’s internal policies and procedures;

. the soundness and effectiveness of compliance in the Bank's operations, the performance of the
Bank’s compliance departments and the effectiveness and efficiency of the Bank’s various
departments;

. the integrity, soundness and effectiveness of the Bank’s internal control system;

. the Bank’s risk exposures and the applicability and effectiveness of the Bank’s risk identification,
measurement and monitoring procedures;

. the accuracy and reliability of the Bank’s accounting records and financial statements;

. the management, use and disposal of the Bank’s various assets;
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the results of the Bank’s operations and the implementation of the Bank’s business plans and
financial budgets;

the planning, developmnent, operation and maintenance of the Bank’s information system;
performance audits and departure audits of the executive officers of the Bank’s head office
(including various divisions of the Bank’s head office), tier-1 branches and branches directly
managed by the Bank’s head office and the nominees for such executive officers;

the remediation measures in respect of the issues identified in the Bank’s internal audits; and

other internal audits requested by the Board of Directors and the Audit Committee under the Board
of Directors,
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2013, the persons who had, or were deemed or taken to have interests or short
positions in the shares or underlying shares which would fall to be disclosed to the Bank under the
provisions of Division 2 and 3 of Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO”) or which were recorded in the Bank’s register required to be kept under
section 336 of the SFO or who were directly or indirectly interested in 5% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at general meetings of the Bank
were as follows:

Sharcholding
Nature of Type of percentage  Total number of
Name of shareholders sharcholders shaves (%) shares held
Huijin State-owned A shares 40.28 130,831,990,282
MOF State-owned A shares 39,21 127,361,764,737
Hong Kang Securities Clearing Company
Nominees Limited Cverseas legal entity H shares 9.04 29,350,700,140

122




DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Directors

The following table sets out certain information relating to the Bank’s directors.

Term of
Name Position appointment
JIANG Chaoliaug Chairman, Executive Director 2012.01-2015.01
ZHANG Yun Vice Chairman, Executive Director, President 2012.01-2015.01
GUO Haoda Executive Director, Executive Vice President 2012.12-2015.12
LOU Wenlong Executive Director, Executive Vice President 2012,12-2015.12
SHEN Bingxi Non-Executive Director 2012.01-2015.01
LIN Damao Non-Executive Director 2012.01-2015.01
CHENG Fengchao Non-Executive Director 2012.01-2015.01
LI Yelin Non-Executive Director 2011.07-2014.07
XIAOQ Shusheng Non-Executive Director 2012.02-2015.02
ZHAO Chao Non-Executive Director 2012,02-2015.02
Anthony WU Ting-yuk Independent Non-Executive Director 2012.01-2015.01
QIU Dong Independent Non-Executive Director 2012.01-2015.01
Frederick MA Si-hang Independent Non-Executive Director 2011.04-2014.04
WEN Tiejun Independent Non-Executive Director 2011.05-2014.05
Francis YUEN Tin-fan Independent Non-Executive Director 2013.03-2016.03

Mr, ZHANG Yun, vice chairman of the Board of Directors and president of the Bank, is responsible for
the Bank’s daily overall operation and management. The Bank’s president is appointed by and
responsible to the Board of Directors, and performs duties in accordance with the Bank’s Articles of
Association and authorisation of the Board of Directors. The roles of the Bank’s chairman and president
are separate, and the division of responsibilities between them is clearly established and set out in
writing.

Executive directors

Mr. JTANG Chaoliang received a Master’s degree in economics from Southwestern University of
Finance and Economics and is a senior economist. He has served as chairman of the Board of Directors
and executive director of the Bank since January 2012. Mr. Jiang previously served as director of the
General Planning Department and general manager of the International Business Department of the Bank
and vice director of the Banking Department of the PBOC. He previously served concurrenily as
president of the Shenzhen branch of the PBOC and governor of the Shenzhen branch of SAFE, and
president of the Guangzhou branch of the PBOC and governor of the Guangdong branch of SAFE. He
was appointed as executive assistant president, director of the General Office and director of Labour
Union Working Committee of the PBOC in June 2000, deputy governor of Hubei Province in September
2002, chairman of the board of directors of Bank of Communications in June 2004, and vice chairman of
the board of directors and president of China Development Bank in September 2008. He previously
served concurrently as chairman of the China Banking Association and memnber of the Monetary Policy
Committee of the PBOC, and now serves concurrently as chairman of the China Payment and Settlement
Association and a member of the board of directors of the Institute of International Finance. Mr. Jiang is
an alternate member of the 18th Central Committee of the Communist Party of China and a member of
the I1th Nationa!l Committee of the Chinese People’s Politicat Consultative Conference (“CPPCC”).

Mr. ZHANG Yun received a PhD in economics from Wuhan University and is a senior economist. He
has served as vice chairman, executive director and president of the Bank since January 2009. Mr. Zhang
previously served successively as deputy president of Shenzhen branch, deputy president of the
Guangdong branch, and president of the Guangxi Autonomous Region branch of the Bank. Mr. Zhang
was appointed as executive assistant president and general manager of the Personnel Department of the
Bank in March 2001, and executive vice president of the Bank in December 2001, Mr, Zhang serves
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concurrently as presideat of the County Area Banking Division, chairman of the County Area Banking
Division Management Committee of the Bank, chairman of the 7th Committee of China Institute of Rural
Finance, and vice chairman of National Association of Financial Market Institutional Investors.,

Mr, GUQO Haoda holds a Bachelor's degree and is a senior economist. He is an expert entitled to
Government Special Allowance by the State Council. Mr. Guo has served as the executive vice president of
the Bank and president of the Beijing Branch since January 2009. He served as executive vice president of
the Bank since March 2010 and then executive director and executive vice president of the Bank since
December 2012, Mr Guo previously served in several positions in the Bank, including vice president and
then president of the Suzhou Branch in Jiangsu Province, president of the Shenzhen Branch and president of
the Jiangsu Branch. He was appointed as executive vice president of the Bank and president of its Beijing
Branch in April 2008. Mr. Guo received the National May 1st Labour Medal in 2003. He now serves
concurrently as vice chairman of All-China Environment Federation, vice chairman of the China Payment
and Settlement Association, a member of the State Council’s Joint Conference on Combating Currency
Counterfeit, a member of The State Council Leading Group of Poverty Alleviation and Development and a
commiittee member of Western China Human Resources Development Foundation.

Mr. LOU Wenlong holds a Bachelor’s degree and is a senior economist. He has served as a member of
senjor management of the Bank since August 2012, He has served as executive vice president of the Bank
since September 2012 and became executive director and executive vice president of the Bank since
December 2012, Mr. Lou previously served as secretary of the Youth League Committee, head of
Students® Affairs Division and chief of the Teaching and Researching Office of Urban Finance of
Zhejiang Banking College. Mr. Lou later served in several positions in the PBOC, including secretary of
the Youth League Committee of the Head Office of the Zhejiang Branch, vice division chief and division
chief of the Zhejiang Branch, director and assistant commissioner of the Banking Inspection Division,
Hangzhou Financial Supervision Office of the Shanghai Branch, and deputy head of the supervisory team
for China Construction Bank of Banking Supervision Department 1. He was then appointed to several
positions successively in the CBRC, including deputy director and then director of Banking Supervision
Departiment II in September 2005, and director-general of Beijing Office in February 2009. He is now
serving as a guest professor with Capital University of Economics and Business, and the vice chairman of
the 7th session of the Committee of the China Institute of Rural Finance.

Non-executive directors

Mr. SHEN Bingxi received a PhD in economics from Renmin University of China and is a Research
Fellow. He now works with Huijin and has served as non-executive director of the Bank since January
2009. Mr. Shen previously served successively as deputy director of the Financial Market Division,
Financial System Reform Department of the PBOC; director of the System Reform Division and Currency
Policy Research Division, Policy Research Office of the PBOC; director of the Currency Policy Research
Division, Research Department of the PBOC; and chief representative of the Tokyo Representative Office
of the PBOC. Mr. Shen was appointed as deputy chief of the Financial Market Division of the PBOC and
counsel of the Financial Market Division of the PBOC. Mr, Shen was a guest research fellow at the
University of Tokyo, and is now an adjunct professor of Zhejiang University, University of International
Business and Economics and East China University of Science and Technology.

Mr. LIN Damao received a Bachelor’s degree and is an accountant. He now works with Huijin and has
served as non-executive director of the Bank since January 2009. Mr. Lin previously served successively
in several positions in the MOF, including deputy director of the Foreign Economy Division, Foreign
Currency and Foreign Affairs Department; deputy director of the Foreign Economic Cooperation
Division, Foreign Currency and Foreign Affairs Department; director of the Foreign Economic
Cooperation Division, Foreign Currency and Foreign Affairs Department; director of the Foreign
Economy Division, Foreign Affairs Department; and director of the Foreign Affairs Division, Department
of Policies and Legislation. Mr. Lin was appointed as vice counsel of the MOF Department of Policies
and Legislation in May 2001,

Mr. CHENG Fengchao received a PhD in management from Hunan University and is a senior
accountant, a China Certified Public Accountant and a China Certified Asset Appraiser. He now works
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with Huijin and has served as non-executive director of the Bank since January 2009. Mr, Cheng
previously served successively as vice director general, Financial Bureau of Pingquan County, Hebei
Province; vice director, Administrative Office of Financial Department of Hebei Province; head of Hebei
Accounting Firm; vice president and secretary general, Hebel Institute of Certified Public Accountants;
and deputy general manager, Shijiazhuang Office of China Great Wall Asset Management Corporation.
Mr. Cheng was appointed as general manager, Valuation Management Department, China Great Wall
Asset Management Corporation in January 2001; general manager, Tianjin Office of China Great Wall
Asset Management Corporation in January 2006; and general manager, Development Research
Department, China Great Wall Asset Management Corporation in August 2008. Mr. Cheng is now also
serving as a guest professor of Peking University HSBC Business School, PhD supervisor of Hunan
University, Master supervisor of Graduate School of the Chinese Academy of Social Sciences, Central
University of Finance and Economics and Capital University of Economics and Business, and is a
member of the Expert Advisory Committee for Mergers, Acquisitions and Restructurings of the CSRC,

Mr, LI Yelin graduated from the Party School of the Central Committee of the Communist Party of
China as an on-the-job graduate in economic management. He is a senior auditor and a non-practicing
Certified Accountant. He is the executive director of China Audit Society. He now works with Huijin and
has served as non-executive director of the Bank since Tuly 201!, He served as the deputy division
director and division director of the Special Commissioner's Office for Shenyang under the National
Audit Office (the “NAO™). He was appointed the vice commissioner of the Special Commissioner’s
Office for Shenyang under the NAO in April 1993 and the vice commissioner (in charge) of the Special
Commissioner’s Office for Lanzhou under the NAQ since December 1999. He was also appointed head
(commissioner level) of the organising team of the Special Commissioner’s Office for Changchun under
the NAO in April 2001 and commissioner of the Special Commissioner’s Office for Shenyang under the
NAO in January 2002. He had been the director of the Finance and Audit Department of the NAO since
September 2006.

Mr. XIAO Shusheng holds a Bachelor's degree and is a senior accountant and associate non-practice
member of Chinese Institute of Certified Public Accountants. He now works with Huijin and has served
as non-executive director of the Bank since February 2012. Mr. Xiao started working with the MOF in
1982, and served successively as vice director and director in the MOF Department of Accounting;
director of Registration Department and General Division, Chinese Institute of Certified Public
Accountants, vice secretary-general of the Chinese Institute of Certified Public Accountants and vice
director and director of the MOF Accountants Qualification Appraisal Centre.

Mr. ZHAO Chao holds a Bachelor’s degree and is a statistician. He currently works with Huijin and has
served as non-executive director of the Bank since February 2012. Mr. Zhao started working with the
Bureau of Statistics of Shanxi Province in 1982, and served successively as vice director of the Finance
and Trade Division, Bureau of Statistics of Shanxi Province; director of the Business and Trade Division
and Legislation Division, State-owned Assets Supervision and Administration Bureau of Shanxi
Province; director of the Supervision and Inspection Division, Policies and Legislation Department of
National State-owned Assets Supervision and Administration Bureau, director of the Property Rights
Legal Affairs Division the MOF State-owned Capital Basic Management Department; counsel of the
Lottery Management Division, the MOF Department of Policy Planning; secretary general of the MOF
General Department, vice director of the MOF Investment Appraisal and Censoring Centre, and vice
counsel of the MOF Department of Treaty and Law,

Tndependent non-executive directors

Mr. Anthony WU Ting-yuk is a member of the Hong Kong Institute of Certified Public Accountanis and
the Association of Chartered Certified Accountants, and member of standing committee of the 12th
CPPCC National Committee. He has served as independent non-executive director of the Bank since
Tanuary 2009, Mr. Wu previously served successively as chairman of Far East and China, Ernst & Young
PLLC, chairman of the Hong Kong General Chamber of Commerce and chairman of Bauhinia Foundation
Research Centre. Mr. Wu is currently serving as a director of the Hong Kong General Chamber of
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Commerce, a director of Bauhinia Foundation Research Centre, chief advisor of the Bank of Tokyo-
Mitsubishi UFJ, Ltd., an independent non-executive director of Fidelity Funds, an independent non-
executive director of Guangdong Investment Limited, an independent non-executive director of China
Taiping Insurance Holdings Company Limited, a member of Expert Advisory Committee on Public
Policies under National Health and Family Planning Commission of the PRC, International Collaboration
Principal Advisor to the State Administration of Traditional Chinese Medicine of the People’s Republic
of China, a trustee of Foundation of Oxford University and an Honorary Fellow of the Hong Kong
College of Community Medicine. Mr., Wu was appointed as Justice of the Peace in 2004 and awarded
Gold Bauhinia Star in 2008 by the Government of Hong Kong.

Mr. QIU Deng received a PhD in economies and is a PhD supervisor, an expert entitled to Government
Special Allowance by the State Council and a distinguished guest professor of Changjiang Scholars
Programme. He has served as independent non-executive director of the Bank since January 2009. He
served as principal of Dongbei University of Finance and Bconomics and a representative of the Tenth
National People’s Congress. He is now chairman of the academic committee of the National Accounting
Research Institute of Beijing Normal University. Mr. Qiu is currently serving as member of the Appraisal
Group of Philosophy, Social Science and Planning, member of the Disciplines Evaluation Panel of the
Academic Degrees Committee of the State Council (Applied Economics), member of the Advisory
Committee of the Nationa! Bureau of Statistics of the PRC; vice president of the National Accounting
Society of China, vice president of the Statistical Education Society of China, vice president of the China
Association of Market Information and Research; vice chairman of the National Statistical Teaching
Material Editing and Censoring Committee, member of Selection Committee for Science and Technology
Progress Award on Statistics of China; an adjunct PhD supervisor of Tianjin University of Finance and
Economics, an adjunct professor of Zhejiang Gongshang University, Jinan University, Zhongnan
University of Economics and Law, Shanxi University of Finance and Economics, Zhejiang University of
Finance and Economics, Southwest University of Finance and Economics, and member of the Editorial
Board of Statistical Research. Currently, he is also an independent non-executive director of China Cinda
Asset Management Corporation.

Mr. Frederick MA Si-hang received a Bachelor’s degree in arts from the University of Hong Kong. He
has served as independent non-executive director of the Bank since April 2011. Mr. Ma was previously
the Secretary for Financial Services and the Treasury of the Government of the Hong Kong Special
Administrative Region from 2002, and Secretary for Commerce and Economic Development of the
Government of the Hong Kong Special Administrative Region from 2007 until he resigned in July 2008.
Mr. Ma has served as managing director in the London Office of RBC Dominion Securities, managing
director and Asia chief of Global Private Bank of Chase Manhattan Bank and Asia-Pacific chief
executive of J.P, Morgan Private Bank, vice-chairman and managing director of Kumagai Gumi (HK)
Limited, chief financial officer and executive director of PCCW Limited, non-executive director of China
Strategic Holdings Limited and independent non-executive director of China Resources Land Limited.
Mr. Ma is currently a member of the international advisory council of China Investment Corporation,
director of Husky Energy Inc., external director of COFCO Limited and external director of China
Mobile Communications Corporation. He is an honorary professor of the School of Economics and
Finance at the University of Hong Kong, an honorary advisor to the School of Accountancy of Central
University of Finance and Economics, professor of the Institute of Advanced Executive Education of the
Hong Kong Polytechnic University, an honorary professor of the Faculty of Business Administration of
the Chinese University of Hong Kong and a member of the global advisory committee of the Bank of
America Group, Mr. Ma is also an independent non-executive director of Aluminum Coerporation of
China Limited, an independent non-executive director of Hutchison Port Holdings Management Pte.
Limited, an independent non-executive director of MTR Corporation Limited and a non-executive
director of FWD Group. Mr. Ma was awarded Gold Bauhinia Star in 2009 and appointed as Non-official
Justice of the Peace in 2010, respectively, by the Government of the Hong Kong Special Administrative
Region.

Mr., WEN Tiejun received a PhD in management from China Agricultural University. Mr. Wen is
currently a deputy director of the Academic Board, the executive president of the Institute of Advanced
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Study of Sustainable Development and a second-grade professor of Renmin University of China, and an
expert entitled to Government Special Allowance by the State Conncil of the PRC. He has served as
independent non-executive director of the Bank since May 2011, He previously served concurrently as
director of the Rural Construction Centre of Renmin University of China, director of China Rural
Economy and Finance Research Institute, the execntive dean of the School of China Rural Construction
of Southwest University and the executive dean of School of Cross-Strait Rural Construction of Fujian
Agriculture and Forestry University. He has also served as a member of the National Environment
Advisory Committee, ministerial adviser and advisory expert of the Ministry of Commerce, the State
Forestry Administration, Beijing Province and Fujian Province of the PRC. Mr. Wen was appointed as
vice president of the Chinese Association of Agricultural Economics in 2007 and a member of the Sixth
Session Disciplinary Assessment Team under the Academic Degree Commission of the State Councit of
the PRC in 2008. He was previously deputy secretary general of the China Society of Economic Reforin
and a researcher of the Research Centre for Rural Economy of Ministry of Agriculture of the PRC.

Mr. Francis YUEN Tin-fan received a Bachelor’s degree in economics from the University of Chicago
and is a member of the Shanghai Municipal Committee of Chinese People’s Political Consultative
Conference. He is now non-executive vice chairman of Pacific Century Regional Developments Limited,
and has served as independent non-executive director of the Bank since March 2013. Mr. Yuen
previously served as chief executive of the HKSE, vice chairman and executive director of Pacific
Century Group, chairinan and board representative of Pacific Century Group Japan Co., Ltd., vice
chairman and executive director of PCCW Limited, vice chairman of Pacific Century Premium
Developments Limited, executive chairman of Pacific Century Insurance Holdings Limited, vice
chairman and executive director of Pacific Century Regional Developments Limited and a non-executive
director of China Pacific Insurance (Group) Co., Ltd. and Kee Shing (Holdings) Limited (currently
known as Gemini Property Investments Limited). Mr. Yuen is currently serving as an independent non-
executive director of China Foods Limited and China Chengxin International Credit Rating Co., Ltd. He
is also chairman of the board of trustees of the Hong Kong Centre for Economic Research, chairman of
the advisory committee of Ortus Capital Management Limited, and a member of the board of trustees of
the University of Chicago and Fudan University in Shanghai.

Supervisors

The following table sets out certain information relating to the Bank’s supervisors.

Name Position

CHE Yingxin Chairman of the Board of Supervisors
JIA Xiangsen Supervisor Representing Employees
ZHENG Xin Supervisor Representing Employees
ZHANG Jianzhong Supervisor Representing Employees
XIA Zongyu Supervisor Representing Employees
WANG Xingchun Supervisor Representing Employees
DAI Gengyou External Supervisor

Mr, CHE Yingxin holds a Bachelor’s degree. He has served as the chairman of the Board of Supervisors
of the Bank since January 2009, Mr, Che previously served successively as president of the Lushi sub-
branch of the PBOC, vice president of the Luoyang branch of the PBOC and deputy governor of the
Luoyang branch of the SAFE; president of the Sanmenxia branch of the PBOC and governor of the
Sanmenxia branch of the SAFE; president of the Xinyang branch of the PBOC and governor of the
Xinyang branch of the SAFE; vice president of the Henan branch of the PBOC and deputy governor of
the Henan branch of the SAFE; deputy director of the Inspection Bureau of the PBOC; deputy secretary
of the Commission for Discipline Inspection and director of the Inspection Bureau of the PBOC; deputy
secretary of Communist Party of China Central Commission for Financial Discipline Inspection; director
of Financial Inspection Bureau of Ministry of Supervision; and director of Banking Supervision
Department 1 of the CBRC. Mr. Che was appointed as assistant to chairman of the CBRC in February
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2005, and chairman of the board of supervisors of Key State-owned Financial Institutions in December
2005. He currently serves in several positions, including vice chairman of the 7th session of the
Committee of the China Institute of Rural Finance and director of the Dalian Comumittee of China
Business Executives Academy. Mr. Che is also a member of the 12th CPPCC National Committee,

Mr. JIA Xiangsen graduated from a Master programme in money and banking at the Chinese Academy
of Social Sciences and is a senior economist, He has served as a supervisor representing employees of the
Bank since April 2009. Mr. Jia previously served as officer and deputy section chief of the PBOC Beijing
branch, and deputy director of the PBOC Fengtai District Office. Mr. Jia has served in several positions
in the Bank, including vice president of the Beijing Fengtai sub-branch, deputy chief of the Education
Division of the Beijing branch, deputy director of the Credit Cooperation Management Department of the
Beijing branch and deputy chief of the Science and Technology Division of the Beijing branch, Mr. Jia
aiso once served as president of the Beijing Dongcheng sub-branch and assistant to president of the
Beijing branch. Mr. Jia was appointed as vice president of the Beijing branch of the Bank in November
1994, general manager of the Corporate Banking Department of the Bank in December 2000, president of
the Guangdong branch of the Bank in November 2003, principal of the Audit Office of the Bank in April
2008, and chief auditor and principal of the Audit Office of the Bank in March 2010, He is concurrently
serving as the deputy director-general of China Association for Promoting Technology and Finance.

Mr. ZHENG Xin, graduated with a junior college diploma and is a senior accountant. Mr. Zheng has
served as a supervisor representing employees of the Bank since July 2011. He previously served as the
deputy director of the Personnel Department in the Shanghai branch of the Bank, deputy director and
director of the Finance and Accounting Department and president of the Xuhui Sub-branch. Mr. Zheng
became vice president of the Shanghai branch of the Bank in December 1996, president of the Anhui
branch of the Bank in December 2003 and president of the Shanghai branch of the Bank in January 2007,
He was appointed as general manager of the Internal Control and Compliance Department of the Bank in
July 2009. He has served as general manager of the Internal Coatrol and Legal & Compliance Department
of the Bank since July 2011.

Mr. ZHANG Jianzhong holds a Bachelor’s degree and is a senior economist. Mr, Zhang has served as a
supervisor representing employees of the Bank since May 2013. He previously served in several positions
in the Inspection and Supervision Office of the Bank, including inspector (deputy chief level) of the Case
Division, head of the Economic Case Division and head of its Division I. Mr. Zhang was appointed to
several positions in the Bank, including discipline inspection supervisor of the Inspection and
Supervision Department in April 1999, vice president of Inner Mongolia branch in April 2001, deputy
director of the Inspection and Supervision Department in November 2003 and president of the Ningxia
branch in January 2007. He was appointed as deputy secretary of the Party Discipline Committee of the
Bank in September 2012, and deputy secretary of the Party Discipline Committee and general manager of
the Inspection and Supervision Department of the Bank in February 2013.

Mr. XIA Zongyu holds a Master’s degree and is a senior economist. Mr. Xia has served as a supervisor
representing employees of the Bank since May 2013. He previously served in several positions in the
Executive Office of the Bank, including deputy chief of the General Division, deputy chief and then chief
of the Policy Research Division, and chief of the Document Management Division. Mr. Xia was
appointed to several positions in the Bank, including deputy director of the Executive Office in October
2003, principal of the Sannong Retail Banking Department in April 2008, general manager of Sannong
Retail Banking Department in July 2008 and vice president of Fujian branch in June 2009. He was
appointed as principal of the Union Affairs Department in November 2012 and director of the Union
Affairs Department in January 2013.

Mr. WANG Xingehun, received a Master's degree in economics from the Graduate School of the
People’s Bank of China and is a Senior Economist. Mr. Wang previously served successively in several
positions of the Bank, including deputy chief of the Policy Research Division of the Research Office,
chief of the Policy Research Division of the Development Planning Department, assistant general
manager of the Development Planning Department, and assistant general manager of the Market
Development Department, He was appointed as deputy general manager of the Market Development
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Department of the Bank in May 1998, deputy general manager of the Training Department of the Bank in
December 2000, vice president of Tianjin Training Institute of the Bank in February 2002, general
manager of the Legal Affairs Departinent of the Bank in November 2003, general manager of the Legal
and Compliance Departinent of the Bank in June 2006, general manager of the Legal Affairs Department
of the Bank in Tuly 2008, supervisor representing employees and general manager of the Legal Affairs
Department of the Bank in April 2009, supervisor representing employees and branch principal of the
Audit Office’s Affiliated Office of the Bank in March 2011, branch principal of the Audit Office’s
Affiliated Office of the Bank in July 2011, and director of Office of the Board of Supervisors in March
2014,

Mr. DAI Genyou holds a Bachelor’s degree and is a senior economist. He is an expert entitled to
Government Special Allowance by the State Council. Mr. Dai is currently an independent director of
Haitong Securities Co., Ltd. and Shanghai Zhangjiang Hi-Tech Park Development Co., Ltd. He
previously served in several positions in the People’s Bank of China, including vice president of the
Anging Branch, director of Division T of Statistics and Research Department, director of the Economic
Analysis Division of Statistics and Analysis Department, deputy chief of Statistics and Analysis
Department, counsel of the Statistics and Analysis Department (bureau level, during the term of which he
concurrently served as deputy head of the Finance and Trade Team, the Central Leading Group on
Finance and Economic Affairs of Central Committee of the Communist Party of China), chief of the
Monetary Policy Department and secretary-general of Monetary Policy Committee, director of the Credit
Information System Bureau and Credit Reference Centre, and director of the Credit Reference Centre. He
retired from the PBOC in March 2010.

Senior management

The following table sets out certain information relating to the Bank’s senior management.

Name Position

ZHANG Ynn Vice Chairman, Executive Director, President

GUO Haoda Executive Director, Executive Vice President

CAI Huaxiang Executive Vice President

GONG Chao Executive Vice President, Secretary of the Party Discipline Committee
LOU Wenlong Executive Director, Executive Vice President

WANG Wei Executive Vice President

LT Zhenjiang Executive Vice President

ZHU Gaoming Secretary to the Board of Directors

For the detailed bijography of Mr. ZHANG Yun, Mr GUO Haoda and Mr. LOU Wenlong, please see
“Directors” above. The biographies of other senior management personnel are as follows:

Mr. CAI Huaxiang received a Master’s degree in engineering from China University of Geosciences and
is a senior economist. He has served as executive vice president of the Bank since February 2010.
Mr. Cai previously served successively as deputy director of the Personnel Bureau of China Development
Bank; president of the Nanchang branch and Jiangxi branch of China Development Bank; general
manager of the Operation Department of China Developinent Bank and president of the Beijing branch of
China Development Bank. Mr. Cai was appointed as vice president of China Development Bank
Corporation in September 2003,

Mr. GONG Chao received a Master's degree in Economics from Xi’an Jiaotong University and is a
senior economist. He has served as secretary of the Party Discipline Committee of the Bank since
December 2011 and as executive vice president and secretary of the Party Discipline Committee of the
Bank since March 2012. Mr. Gong previously served as the deputy director of the human resources
department of Agricultural Development Bank of China, deputy director of the Administrative Affairs
Department and the Executive General Office of the SSF, and vice president of the Beijing branch of
Agricultural Development Bank of China. Mr. Gong was appointed as general manager of the human
resources department of Agricultural Development Bank of China in September 2006.
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Mr. WANG Wei received a Master’s degree in economics from Nanjing Agricultural University and is a
senior economist. He has served as a member of senior management of the Bank since December 2011
and an executive vice president of the Bank since December 2013, Mr. Wang previously served as deputy
president of the Ningxia branch, deputy president of the Gansu branch, president of the Gansu branch,
president of the Xinjiang branch and president of the Xinjiang Production and Construction Corps
branch, director of the General Office of the Bank and president of the Hebei branch, general manager of
the Internal Control and Compliance Department and the general manager of the Human Resources
Departinent, He was appointed as chief officer of the county area business and general manager of the
Human Resources Department of the Bank in April 2011. He is concurrently the vice chairman of the
fourth committee of Chinese Society of Ideological and Political Work and a member of the fourth
national standing cominittee of Chinese Financial Association.

Mr. LI Zhenjiang received a PhD in economics from Nankai University and is a senior economist and an
expert entitled to Government Special Allowance by the State Council. He has served as executive vice
president of the Bank since October 2013 and previously served as secretary to the Board of Directors of
the Bank. Mr. Li previously served successively as chief of the Policy Research Division of the PBOC
General Administration Department and vice director of the Integrated Management Department of the
PBOC Shanghai Head Office. Mr. Li was appointed as deputy director of the Restructuring Office of the
Bank in August 2007, director of Research Office of the Bank in January 2008, and general manager of
the Strategic Management Department of the Bank in October 2008, secretary to the Board of Directors
in January 2009 and managing director of the Office of Board of Directors of the Bank since January
2009.

Company secretary

Mr. ZHU Gaoming, received a Master’s degree in Economics from Fudan University and a Master’s
degree in Business Administration from University of Sheffield. He is also a senior economist. He
previously served in several positions in Agricultural Bank of China, including deputy director of
International Business Management Division, deputy general manager and general manager of
International Business Department and general manager of Foreign Exchange Business Department of
Shanghai Branch. He was appointed as vice president of Shanghai Branch in February 2004, vice
president and president of Jiangsu Branch in December 2006 and December 2008, respectively. Mr. Zhu
was appointed as general manager of Corporate Banking Department and Small Enterprise Finance
Department and concurrently as general manager of Investment Banking Department (secondary
department level) of the Bank in May 2010, and general manager of the Credit Approval Department of
the Bank since May 2011,

Special committees of the Board of Directors

The Board of Directors established the Strategic Planning Committee, the Connty Area Banking Business
Development Committee, the Nomination and the Remuneration Committee, the Audit and Compliance
Committee and the Risk Management Committee (which established the Related Party Transactions
Management Committee thereunder).

Strategic planning commiftee

The Strategic Planning Committee currently comprises ten directors, including Mr. JIANG Chaoliang, the
chairman, Mr. ZHANG Yun, the vice chairman, Mr. GUO Haoda and Mr, LOU Wenlong (both are
executive directors), Mr. SHEN Bingxi, Mr. CHENG Fengchao, Mr. LI Yelin, Mr. XIAO Shusheng and
Mr. ZHAO Chao (all are non-executive direetor) and Mr. Anthony WU Ting-yuk (Independent
non-executive director). Mr. JIANG Chaoliang, the chairman, has been appointed as Chairman of the
Strategy Planning Committee. The primary duties of the Strategic Planning Comumittee are to review the
overall development strategy and specific strategic development pians, major investment and finaneing
plans, mergers and acquisitions plans and other material matters critieal to the development of the Bank
and make suggestions to the Board of Directors.
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County area banking business development commitfee

The County Area Banking Business Development Committee currently comprises seven directors,
including Mr. ZHANG Yun, the vice chairman, Mr. GUO Haoda (executive director), Mr. CHENG
Fengchao, Mr. XIAQ Shusheng, Mr. ZHAO Chao (all are non-executive directors), Mr, QIU Dong and
Mr. WEN Tiejun (both are independent non-executive directors). Mr. ZHANG Yun is the chairman of the
County Area Banking Business Development Commnittee. The primary duties of the County Area Banking
Business Development Commitiee are to review the strategic development plan, policies, basic
management rules and the risk strategic plan of the County Area Banking Business and other major
matters critical to the development of the County Area Banking Business. It is also responsible for
monitoring the implementation of the Bank’s County Area Banking Business strategic plan, policies and
basic management rules, evaluating the services for customers of County Area Banking Business, and
making suggestions to the Board of Directors.

Nomination and remuneration connnittee

The Nomination and Remuneration Committee currently comprises seven Directors, including
Mr. ZUANG Yun, the vice chairman, Mr. SHEN Bingxi and Mr. LIN Damao (both are non-executive
directors), Mr. Anthony WU Ting-yuk, Mr. QIU Dong, Mr. Frederick MA Si-hang and Mr. WEN Tiejun
(all are Independent non-executive directors). Mr. QIU Dong is chairman of the Nomination and
Remuneration Committee. The primnary duties of the Nomination and Remuneration Committee are to
formulate standards and procedures for election of directors, chairmen and members of board committees
and senior management members and submit the proposed candidates and their qualifications to the
Board of Directors for approval, and to formulate the remuneration packages for directors, supervisors
and senior nanagement members, and submit the same to the Board of Directors for approval.

During the reporting period, the candidates of Directors were nominated by the Board of Directors by
proposal with written materials, including their respective profiles, and were elected at the Shareholders’
General Meeting.

When nominating candidates of Directors, the Nomination and Remuneration Committee mainly takes
into account their qualifications, their compliance with laws, administrative regulations, rules and the
Articles of Association, their capability of due ditigence, their understanding of our operation and
management and willingness to accept supervision of their performance by the Board of Supervisors of
the Bank and based on the requirement of the diversity of composition of the Board of Directors. The
quorum of the meeting of the Nomination and Remuneration Committee shall be more than half of all its
members. A resolution shall be passed by more than half of votes of ail its members.

During the reporting period, the Nomination and Remuneration Committee convened three meetings and
considered five proposals including the remuneration policy for our Directors, Supervisors and Senior
Management of 2012 and the appointments of vice presidents.

Audit committee

At the end of the reporting period, the Audit Committee of the Board of Directors comprised six
Directors, namely Mr. LIN Damao and Mr. CHENG Fengchao (both are Non-Executive Directors),
Mr. Frederick MA Si-hang, Mr. QIU Dong, Mr. WEN Tiejun and Mr. Francis YUEN Tin-fan (all are
Independent Non-Executive Directors). Mr. Frederick MA Si-hang is Chairman of the Audit Committee.
The primary duties of the Audit Committee are to supervise, inspect and review our internal audit,
financial information and internal control, and to make suggestions to the Board of Directors.

Risk management commifiee

The Risk Management Committee currently comprises eight directors, including Mr. LOU Wenlong
(executive director), Mr. SHEN Bingxi, Mr, LIN Damao, Mr. LI Yelin and Mr, XIAQ Shusheng (all are
non-executive directors) and Mr. Anthony WU Ting-yuk, Mr. QIU Dong and Mr. Francis YUEN Tin-fan
(all are independent non-executive directors). Mr, Anthony WU Ting-yuk is Chairman of the Risk
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Management Committee. The primary duties of the Risk Management Comumittee are to review the
Bank’s risk strategy, risk management policies, risk management reports and proposals on deployment of
risk-based capital, supervise and assess the performance of relevant senior management members and risk
management departments in respect of risk management, and to make suggestions to the Board of
Directors,

Related party transactions management committee

The Related Party Transactions Management Comntittee cnrrently comprises four directors, including
Mr. LI Yelin (non-executive director), Mr. Anthony WU Ting-yuk, Mr. QIU Dong and Mr. Francis
YUEN Tin-fan (all are independent non-executive directors). Mr. Anthony WU Ting-yuk is chairman of
the Related Party Transactions Management Commitiee. The primary duties of the Related Party
Transactions Management Committee are to identify related parties of the Bank, review the Bank’s
general management system for related party transactions, review and record the related party
transactions, and make suggestions to the Board of Directors.
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TAXATION

The following summary of certain PRC, Hong Kong and EU tax consequences of the purchase, ownership
and disposal of the Notes is based upon applicable laws, regulations, rulings and decisions in ¢ffect as at
the date of this Offering Circular, all of which are subject to change (possibly with retroactive effect).
This discussion does not purport to be a comprehensive description of all the tax considerations that may
be relevant to a decision fo purchase, own or dispose of the Notes and does not purport to deal with
consequences applicable to all categories of investors, some of which may be subject to special rules.
Neither these statements nor any other statements in this Offering Circular are to be regarded as advice
on the tax position of any holder of the Notes or any persons acquiring, selling or otherwise dealing in
the Notes or on any tax implications arising from the acquisition, sale or other dealings in respect of the
Notes. Persons considering the purchase of the Notes should consult their own tax advisers concerning
the possible tax consequences of buying, holding or selling any Notes under the laws of their couniry of
citizenship, residence or domicile.

PRC Taxation

According to the PRC Enterprise Income Tax Law and the relevant implementation rules, non-PRC
resident enterprises will not be subject to the PRC income tax in respect of the interest income
determined as income sourced outside the PRC by PRC tax authority. However, pursuant to the PRC
Individuat Income Tax Law and the relevant implementation rules, it remains uncertain as to whether
non-PRC resident individuals shall be subject to the PRC income tax in respect of the interest income
from the Notes. Any individual who has a domicile within the PRC or has no domicile but has stayed in
the PRC for one year or longer shall pay the income tax at 20% for any income sourced within and
outside the PRC, and any individual who has no domicile in the PRC and has not stayed in the PRC for
one year or longer shali pay the income tax at 20% for any income sourced in the PRC, unless otherwise
provided in preferential taxation policies under special taxation arrangements.

Hong Kong
Withholding tax

No withholding tax is payable in Hong Kong in respect of payments of principal or interest on the Notes
or in respect of any capital gains arising from the sale of the Notes.

Prafits fax

Hong Kong profits tax is chargeable on every person carrying on a trade, profession or business in
Hong Kong in respect of profits arising in or derived from Hong Kong from such trade, profession or
business (excluding profits arising from the sale of capital assets).

Under the Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong) (the “Inland Revenue
Ordinance™ as it is currently applied by the Inland Revenue Department, interest on the Notes may be
deemed to be profits arising in or derived from Hong Kong from a trade, professional or business carried
in Hong Kong in the following circumstances:

(a) interest on the Notes is received by or accrues to a financial institution (as defined in the Inland
Revenue Ordinance} and arises through or from the carrying on by the financial institution of its
business in Hong Kong; or

(b) interest on the Notes is derived from Hong Kong and is received by or accrues to a company (other
than a financial institution) carrying on a trade, profession or business in Hong Kong; or

(c) interest on the Notes is derived from Hong Kong and is received by or accrues to a person (other
than a company) carrying on a trade, profession or business in Hong Kong and is in respect of the
funds of the trade, profession or business.

Sums derived from the sale, disposal or redemption of the Notes will be subject to Hong Kong profits tax
where received by or accrued to a person who carries on a trade, profession or business in Hong Kong
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and the sum has a Hong Kong source, The source of such sums will generally be determined by having
regard to the manner in which the Notes are acquired and disposed of.

Sums received by or accrued to a financial institution by way of gains or profits arising through or from
the carrying on by the financial institution of its business in Hong Kong from the sale, disposal and
redemption of the Notes will be subject fo profits tax.

Stamp duty

No stamp duty is payable in Hong Kong upon or in connection with the issue or delivery of any Notes
provided either:

1. such Notes are denominated in a currency other than the currency of Hong Kong and are not
repayable in any circumstances in the currency of Hong Kong; or

2. such Notes constitute loan capital (as defined in the Stamp Duty Ordinance (Cap.117) of the laws of
Hong Kong).

European Union (EU) directive on the taxation of savings income

Under EC Council Directive 2003/48/EC on the taxation of savings income, each member state is
required to provide to the tax authorities of another inember state details of payments of interest or other
similar income paid by a person within its jurisdiction to, or collected by such a person for, an individual
resident or certain limited types of entity established in that other member state; however, for a
transitional period, Austria and Luxembourg may instead apply a withholding system in relation to such
payments, deducting tax at rates rising over time to 35 per cent. The transitional period is to terminate at
the end of the first full fiscal year following agreement by certain non-EU countries to the exchange of
information relating to such payments. Luxembourg has announced that it will no longer apply the
withholding tax system as from | Januvary 2015 and will provide details of payments of interest (or
similar income) as from this date,

A number of non-EU countries, and certain dependent or associated territories of certain member states,
have adopted similar measures (either provision of information or transitional withholding) in retation to
payments made by a person within its jurisdiction to, or collected by such a person for, an individual
resident or certain limited types of entity established in a member state. In addition, the member states
have entered into provision of information or transitional withholding arrangements with certain of those
dependent or associated ferritories in relation to payments made by a person in a member state to, or
collected by such a person for, an individual resident or certain limited types of entity established in one
of those territories.

The European Council formally adopted a Council Directive amending the Directive on 24 March 2014
(the “Amending Directive”). The Amending Directive broadens the scope of the requirements described
above. Member States have until 1 January 2016 to adopt the national legisiation necessary to comply
with the Amending Directive. The changes made under the Amending Directive include extending the
scope of the Directive to payments made to, or collected for, certain other entities and legal
arrangements. They also broaden the definition of “interest payment” to cover income that is equivalent
to interest,

Investors who are in any doubt as to their position should consult their professional advisers.

The proposed financial transactions tax (“I1"1*’)

On 14 February 2013, the European Commission published a proposal (the “Commission’s Proposal™)
for a Directive for a comunon FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria,
Portugal, Slovenia and Slovakia (the “participating Member States”). The Commission’s Proposal has
very broad scope and could, if introduced, apply to certain dealings in the Securities (including secondary
market transactions) in certain circumstances.
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Under the Commission’s Proposal the FI'T could apply in certain circumstances to persons both within
and outside of the participating Member States. Generally, it would apply to certain dealings in the
Securities where at least one party is a financial institution, and at least one party is established in a
participating Member State. A financial institution may be, or be deemed to be, “established” in a
participating Member State in a broad range of circumstances, including (a) by transacting with a person
established in a participating Member State or (b) where the financial instrument which is subject to the
dealings is issned in a participating Member State,

A joint statement issued in May 2014 by ten of the eleven participating Member States indicated an
intention to implement the FTT progressively, such that it would initially apply to shares and certain
derivatives, with this initial implementation occurring by I January 2016.

The FTT proposal remains subject to negotiation between the participating Member States. It may
therefore be altered prior to any implementation. Additional EU Member States may decide to
participate.

Prospective holders of the Securities are advised to seek their own professional advice in relation to the
FTT.

FATCA

With respect to Global Notes held within Euroclear or Clearstream Luxembourg, in all but the most
remote circumstances, it is not expected that FATCA will affect the amount of any payment received by
Euroclear or Clearstream Luxembourg. With respect to Notes held through a sub-custodian for the CMU
Service, the Issuer and financial institutions through which payments on the Notes are made may be
required to withhold under FATCA if the sub-custodian or other nominee or custodian receiving
payments on the Notes has not entered into an agreement with the IRS to report certain information about
its accountholders to the IRS or is not otherwise exempt from FATCA withholding (including pursuan{ to
the terms of any applicable IGA entered into between the United States and such entity’s jurisdiction of
residence).

It is possible that, in arder to comply with FATCA, the Issuer (or if the Notes are held through another
financial institution, such other financial institution) may be required, pursuant to an agreement with the
IRS to which the Issuer (or such other financial institution) are subject or under applicable law (including
pursnant to the terms of any applicable IGA) to request certain information from holders or beneficial
owners of the Notes, which information may be provided to the IRS. In addition, (a) if the Notes are
treated as debt for U.S. federal income tax purposes and are issued after the Grandfathering Date, or (b) if
the Notes are treated as debt for U.S. federal income tax purposes and are issued on or before the
Grandfathering Date, but the terms of the Notes are materially modified after the Grandfathering Date or
(¢) if the Notes are treated as equity for U.S. federal income tax purposes, then it is possible that the
Issuer or such other financial institution may be required to apply FATCA withholding to all or a portion
of payments with respect to the Notes made after 31 December 2016 (or, if later, the date on which the
final regulations that define foreign passthru payments are published in the U.S. Federal Register) if such
information is not provided or if payments are made to certain FFIs that are not subject to a similar
agreement with the IRS (and are not otherwise required to comply with the FATCA regime under
applicable law (including pursuant to the terms of any applicable IGA}).

The application of the FATCA withholding rules was phased in beginning | July 2014, with withholding
on foreign passthru payments made by participating FFIs taking effect no earlier than I January 2017.
FATCA withholding on foreign passthru payments generally does not apply to debt obligations that are
issued on or before the date that is six months after the date on which the final regulations that define
foreign passthru payments are filed with the U.S. Federal Register (such date that is six months after the
Grandfathering Date), unless such obligations are materially modified after that date or are not treated as
debt for U.S. federal income tax purposes. The date on which final regulations defining “foreign passthru
payments” will be published is currently uncertain,
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PRC CURRENCY CONTROLS

Remittance of Renminbi into and outside the PRC

The Renminbi is not a freely convertible currency. The remittance of Renminbi into and outside the PRC
is subject to controls imposed under PRC law.

Current Account Items

Under PRC foreign exchange control regulations, current account item payments include payments for
imports and exporis of goods and services, payments of income and current transfers into and outside the
PRC.

Prior to July 2009, all current account items were required to be settled in foreign currencies. On July 2009,
the PRC government promulgated Measures for the Administration of the Pilot Programme of Renminbi
Settlement of Cross-Border Trades (BHESARWSHHBEHMEL (the “Measures”™) and its
implementation rules, pursuant to which designated and eligible enterprises are allowed to settle their cross-
border trade transactions in Renminbi. Since July 2009, subject to the Measures and its implementation
rules, the PRC has commenced a scheme pursuant to which Renminbi may be used for settlement of cross-
border trade between approved pilot enterprises in five designated cities in the PRC including Shanghai,
Guangzhou, Dongguan, Shenzhen and Zhuhai and enterprises in designated offshore jurisdictions including
Hong Kong and Macau. On 17 June 2010, the PRC government promulgated the Circular on Issues
concerning the Expansion of the Scope of the Pilot Programme of Renminbi Settlemnent of Cross-Border
Trades (BIRMEK B RS ARV A BUEA BB ER), pursuant to which (i) the list of designated pilot
districts was expanded to cover 20 provinces including Beijing, Shanghai, Tianjin, Chongqing, Guangdong,
Jiangsu, Zhejiang, Liaoning, Shandong and Sichuan, and (ii) the restriction on designated offshore districts
was lifted. Accordingly, any enterprises in the designated pilot districts and offshore enterprises are entitled
to use Renminbi to settle any current account items between themn (except in the case of payments for
exports of goods from the PRC, such Renminbi remittance may only be effected by approved pilot
enterprises in 16 provinces within the designated pilot districts in the PRC). On 1 August 2011, the PRC
government promulgated the Circular on the Expansion of the Regions of Renminbi Settlement of
Cross-Border Trades G EARIER B NRFHET MEMMEH), pursuant to which the list of designated pilot
districts was expanded to the whole country. On 3 February 2012, the PRC government promulgated the
Circular on the Relevant Tssues Pertaining to Administration over Enterprises Engaging in RMB Settlement
of Export of Goods (B 0 4 5 A RFFEHEAREERA M MBEMEH), pursuant to which any enterprises
in China which are qualified to engage in import and export trade are allowed to settle their goods export
trade in Renminbi.

The Measures and the subsequent circulars will be subject to interpretation and application by the
relevant PRC authorities. Local authorities may adopt different practices in applying the Measures and
impose conditions for settlement of current account items,

Capital Account Items

Under PRC foreign exchange control regulations, capital account items include cross-border transfers of
capital, direct investments, securities investments, derivative products and loans. Capital account
payments are generally subject to approval of the relevant PRC authorities.

Capital account items are generally required to be made in foreign currencies. For instance, foreign
investors (including any Hong Kong investors) are generally required to make any capital contribution to
foreign invested enterprises in a foreign currency in accordance with the terms set out in the relevant
joint venture contracts andfor articles of association as approved by the relevant authorities. Foreign
invested enterprises or any other relevant PRC parties are also generally required to make capital account
item payments including proceeds from liquidation, transfer of shares, reduction of capital and principal
repayment under foreign debt to foreign investors in a foreign currency. That said, the relevant PRC
authorities may approve a foreign entity to make a capital contribution or shareholder’s loan to a foreign
invested enterprise with Renminbi lawfully obtained by it outside the PRC and for the foreign invested
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enterprise to service interest and principal repayment to its foreign investor outside the PRC in Renminbi
on a trial basis. The foreign invested enterprise may also be required to complete registration and
verification process with the relevant PRC authorities before such Renminbi remittances,

On 3 June 2011, the PBOC promulgated the Circular on Clarifying Tssues concerning Cross-border
Renminbi Settlement (FEEARSITHIAIRER S A R EEHBMANIEA (the “PBOC Cireular®). The
PBOC Circular provides instructions to local PBOC authorities on procedures for the approval of
settlement activities for non-financial Renminbi foreign direct investment into the PRC. The PBOC
Circular applies to all non-financial Renminbi foreign direct investment into the PRC, and includes
investment by way of establishing a new enterprise, acquiring an onshore enterprise, transferring the
shares, increasing the registered capital of an existing enterprise, or providing loan facilities in Renminbi.
The domestic settlement banks of foreign investors or foreign invested enterprises in the PRC are
required to submit written applications to the relevant local PBOC authorities which include, inter alia,
requisite approval letters issued by the relevant MOFCOM authorities, The PBOC Circular only applies
to cases where the receiving onshore enterprise is not a financial institution. On 13 October 2011, the
PBOC issued the PBOC RMB FDI Measures, to commence the PBOC’s detailed RMB FDI administration
system, which covers almost all aspects of RMB FDI, including capital injection, payment of purchase
price in the acquisition of PRC domestic enterprises, repatriation of dividends and distribution, as well as
RMB denominated cross-border loans. Under the PBOC RMB FDI Measures, special approval for RMB
EDI and shareholder loans from the PBOC which was previously required by the PBOC Circular is no
longer necessary. On 19 November 2012, the SAFE promulgated the Circular on Further Improving and
Adjusting  the  Foreign  Exchange  Administration  Policies on  Direct  TInvestment
(B RSP B A T =) B — 2 O S BN S LRI AT (the “SAFE Circular on DI?), which
became effective on 17 December 2012, According to the SAFE Circular on DI, the SAFE removes or
adjusts certain administrative licensing items with regard to foreign exchange administration over direct
investments to promote investment, including, but not limited to, the abrogation of SAFE approval for
opening of and payment into foreign exchange accounts under direct investment accounts, the abrogation
of SAFE approval for reinvestment with legal income generated within China of foreign investors, the
simplification of the administration of foreign exchange reinvestments by foreign investment companies,
and the abrogation of SAFE approval for purchase and external payment of foreign exchange under direct
investment accounts.

On 3 December 2013, MOFCOM promulgated the MOFCOM RMB EDI Circular, which became effective
on | Januvary 2014, to further facilitate FDI by simplifying and streamlining the applicable regulatory
framework. The MOFCOM Circular replaced the 2011 MOFCOM Notice. Pursuant to the MOFCOM
RMB EDI Circular, written approval from the appropriate office of MOFCOM and/or its local
counterparls specifying “Renminbi Foreign Direct Investment” and the amount of capital contribution is
required for each FDI, Compared with the 2011 MOFCOM Notice, the MOFCOM RMB FDI Circular no
longer contains the requirements for central level MOFCOM approvals for investments of RMB300
million or above, or in certain industries, such as financial pguarantee, financial leasing, micro-credit,
auction, foreign invested investment companies, venture capital and equity investment vehicles, cement,
iron and steel, electrolyse aluminium, ship building and other industries under the state macro-regulation.
Unlike the 2011 MOFCOM Notice, the MOFCOM RMB EDI Circular has also removed the approval
requirement for foreign investors who intend to change the currency of their existing capital contribution
from a foreign currency to Renminbi. In addition, the MOFCOM RMB FDI Circular also clearly prohibits
EDI funds from being used for any investments in securities and financial derivatives {(except for
investments in PRC listed companies by strategic investors) or for entrustment loans in the PRC.

On 10 January 2014, the SAFE promulgated the Circular on Further Improving and Adjusting the Foreign
Exchange Administration Policies on Capital Account (the “SAFE Circular on Capifal Account™),
which became effective on 10 February 2014. According to the SAFE Circular on Capital Account, the
SAFE removes or adjusts certain administrative licensing items with respect to foreign exchange
administration on capital account, including but not limited to, the simplification of the foreign exchange
administration on the foreign claim of finance leasing companies and the acquisition of domestic non-
performing assets by foreign investors, the further liberalization regarding the administration on
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preliminary expense for outbound direct investment and outbound remittance by domestic enterprises, the
simplification of the approval procedure regarding profit remittance by domestic enterprises and the
improvement of foreign exchange administration on the foreign exchange operation permits acquired by
securities companies.

There are currently no rules governing remittance of Renminbi proceeds of bond issuance by a foreign
entity such as the Bank into an onshore financial institution for its own use as capital injection or for
other capital account purposes and any such remittance will be subject to special government approvals
on a case-by-case basis.

As the MOFCOM RMB FDI Circular and the PBOC RMB FDI Measures are relatively new rules, they
will be subject to interpretation and application by the relevant PRC authorities.

As there is currently no specific PRC regulation on the remittance of Renminbi for settlement of
transactions categorised as capital account items, there is no assurance that approval of such remittances
will continue to be granted or will not be revoked in the future. Further, if any new PRC regulations are
promuigated in the future which have the effect of permitting or restricting (as the case may be) the
remittance of Renminbi for payment of transactions categorised as capital account items, then such
remittances will need to be made subject to the specific requirements or restrictions set out in such rules.
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CLEARANCE AND SETTLEMENT

The information set out below is subject to any change in or reinterpretation of the rules, regulations and
procedures of Euroclear, Clearstream, Luxembourg or the CMU (logether, the "Clearing Systems”)
currently in effect. The information in this section concerning the Clearing Systems has been obtained
from sources that the Issuer believes to be reliable, but neither the Issuer nor any Dealer or the
Arrangers takes any responsibility for the accuracy thereof. Invesfors wishing to use the facilities of any
of the Clearing Systems are advised to confirm the continued applicability of the rules, regulations and
procedures of the relevant Clearing System. Neither the Issuer nor any other party to the Agency
Agreement will have any responsibility or liability for any aspect of the records relating to, or payments
made on account of, beneficial ownership interests in the Notes held through the facilities of any
Clearing System or for maintaining, supervising or reviewing any records relating fo, or payments made
on account of, such beneficial ownership interests.

The relevant Pricing Supplement will specify the Clearing System(s) applicable for each Series.

The Clearing Systems
Euroclear and Clearstream, Luxembourg

Buroclear and Clearstream, Luxembourg each holds securities for participating organisations and
facilitates the clearance and settlement of securities transactions between their respective participants
through electronic book-entry changes in accounts of such participants. Euroclear and Clearstream,
Luxembourg provide to their respective participants, among other things, services for safekeeping,
administration, clearance and settlement of internationally-traded securities and securities lending and
borrowing. Euroclear and Clearstream, Luxembourg participants are financial institutions throughout the
world, including underwriters, securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organisations. Indirect access to Euroclear or Clearstream, Luxembourg is
also available to others, such as banks, brokers, dealers and trust companies which clear through or
maintain a custodial relationship with a Buroclear or Clearstream, Luxembourg participant, either directly
or indirectly.

Distributions of priucipal with respect to book-entry interests in the Notes held through Euroclear or
Clearstream, Luxembourg will be credited, to the extent received by the Paying Agent, to the cash
accounts of Euroclear or Clearstream, Luxembourg participants in accordance with the relevant system’s
rules and procedures.

CMU

The CMU is a central depositary service provided by the Central Moneymarkets Unit of the HKMA for
the safe custody and electronic trading between the members of this service (“CMU Members”) of
capital markets instruments (“CMU Instruments”) which are specified in the CMU Reference Manual as
capable of being held within the CMU.

The CMU is only available to CMU Instruments issued by a CMU Member or by a person for whom a
CMU Member acts as agent for the purposes of lodging instruments issued by such persons. Membership
of the CMU is open to all members of the Hong Kong Capital Markets Association and ‘‘authorised
institutions’* under the Banking Ordinance (Chapter 155 of the Laws of Hong Kong).

Compared to clearing services provided by Euroclear and Clearstream, Luxembourg, the standard custody
and clearing service provided by the CMU is limited. In particular {and unlike the European Clearing
Systems), the HKMA does not as part of this service provide any facilities for the dissemination to the
relevant CMU Members of payments (of interest or principal) under, or notices pursaant to the notice
provisions of, the CMU Instruments. instead, the HKMA advises the lodging CMU Member (or a
designated paying agent) of the identities of the CMU Members to whose accounts payments in respect of
the relevant CMU Instruments are credited, whereupon the lodging CMU Member (or the designated
paying agent) will make the necessary payments of interest or principal or send notices directly to the
relevant CMU Members. Similarly, the HKMA will not obtain certificates of non-US beneficial
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ownership from CMU Members or provide any such certificates on behalf of CMU Members. The CMU
Lodging and Paying Agent will collect such certificates from the relevant CMU Members identified from
an instrument position report obtained by request from the HKMA for this purpose.

An investor holding an interest through an account with either Euroclear or Clearstream, Luxembourg, in
any Notes held in the CMU will hold that interest through the respective accounts which Euroclear and
Clearstream, Luxembourg, each have with the CMU.

Book-Entry Ownership
Bearer Noles

The Issuer has made applications to Buroclear and Clearstream, Luxembourg for acceptance in their
respective book-entry systems in respect of any Series of Bearer Notes. The Issuer may also apply to
have Bearer Notes accepted for clearance through the CMU. In respect of Bearer Notes, a temporary
Global Note and/or a permanent Global Note will be deposited with a common depositary for Euroclear
and Clearstream, Luxembourg or a sub-custodian for the CMU. Transfers of interests in a temporary
Global Note or a permanent Global Note will be made in accordance with the normal market debt
securities operating procedures of the CMU, Euroclear and Clearstream, Luxembourg.

Registered Notes

The Issuer may make applications to BEuroclear and Clearstream, Luxembourg for acceptance in their
respective book-entry systems in respect of the Notes to be represented by a Global Certificate. The
Issuer may also apply to have Notes to be represented by a Global Certificate accepted for clearance
through the CMU. Each Global Certificate will have an International Securities Identification Number
(“ISIN™) and a Common Code. Tnvestors in Notes of such Series may hold their interests in a Global
Certificate through Buroclear, Clearstream, Luxembourg or the CMU (if applicable).

Each Global Certificate will be subject to restrictions on transfer contained in a legend appearing on the
front of such Global Certificate, as set out under “Subscription and Sale”.

All Registered Notes will initially be in the form of a Global Certificate. Individual Certificates will be

available, in the case of Notes initially represented by a Global Certificate, in amounts specified in the
applicable Pricing Supplement.
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SUBSCRIPTION AND SALE

Dealer Agreement

Subject to the terms and on the conditions contained in the First Amended and Dealer Agreement dated
3 July 2014 (the “Dealer Agreement”) between the Bank, Hong Kong Branch, the Arrangers and the
Permanent Dealers, the Notes will be offered on a continuous basis by the Issuer to the Permanent
Dealers. However, the Issuer has reserved the right to sell Notes directly on its own behalf to Dealers that
are not Permanent Dealers as at the date of the Dealer Agreement. The Notes may be resold at prevailing
market prices, or at prices related thereto, at the time of such resale, as determined by the relevant
Dealer. The Notes may also be sold by the Issuer through the Dealers, acting as agents of the Issuer. The
Dealer Agreement also provides for Notes to be issued in syndicated Tranches that are severally
underwritten by two or more Dealers.

The Issuer will pay each relevant Dealer a commission as agreed between them in respect of Notes
subscribed by it. The Issuer has agreed to reimburse the Arrangers for certain of its expenses incurred in
connection with the establishment of the Programme and the Dealers for certain of their activities in
connection with the Programime.

The Issuer has agreed to indemnify the Dealers against certain liabilities in connection with the offer and
sale of the Notes. The Dealer Agreement entitles the Dealers to teriminate any agreement that they make
to subscribe Notes in certain circumstances prior to payment for such Notes being made to the Issuer.

The Arrangers, the Dealers or any of their respective affiliates may have performed certain banking and
advisory services for the Issuer andfor its affiliates from time to time for which they have received
customary fees and expenses and may, from time to time, engage in transactions with and perform
services for the Issuer and/or its affiliates in the ordinary course of the Issuer’s or their business. The
Dealers or certain of their respective affiliates may purchase the Notes and be allocated the Notes for
asset management and/or proprietary purposes but not with a view to distribution.

The Arrangers, the Dealers or any of their respective affiliates may purchase the Notes for its or their
own account and enter into transactions, including credit derivatives, such as asset swaps, repackaging
and credit defaunlt swaps relating to the Notes and/or other securities of the Issuer or its associates at the
same time as the offer and sale of the Notes or in secondary market transactions. Such transactions would
be carried out as bilateral trades with selected counterparties and separately from any existing sale or
resale of the Notes to which this Offering Circular relates (notwithstanding that such selected
counterparties may also be purchasers of the Notes).

Selling Restrictions
General

The distribution of this Offering Circular or any offering material and the offering, sale or delivery of the
Notes is restricted by law in certain jurisdictions. Therefore, persons who may come inte possession of
this Offering Circular or any offering material are advised to consult with their own legal advisers as to
what restrictions may be applicable to them and to observe such restrictions. This Offering Circular may
not be used for the purpose of an offer or invilation in any circumstances in which such offer or invitation
is not authorised.

If a jurisdiction requires that an offering of Notes be made by a licensed broker or dealer and the Dealers
or any affiliate of the Dealers is a licensed broker or dealer in that jurisdiction, such offering shall be
deemed to be made by that Dealers or its affiliate on behalf of the Issuer in such jurisdiction.

United States

The Notes have not been aud will not be registered under the Securities Act and may not be offered or
sold within the United States or to, or for the account or benefit of, U.S. persons except in accordance
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with Regulation S or pursuant to an exemption from the registration requirements of the Securities Act.
Each Dealer has represented and agreed that it has offered and sold, and shall offer and sell, any Series
(1} as part of their distribution at any time and (2) otherwise until 40 days afier the completion of the
distribution of an identifiable tranche of which such Notes are a part, as determined and certified to the
Issuer and each relevant Dealer, by the Fiscal Agent or, the Lead Manager, only in accordance with Rule
903 of Regulation S. Accordingly, neither it, its affiliates nor any persons acting on its or their behalf
have engaged or will engage in any directed selling efforts with respect to the Notes, and it and they have
complied and shall comply with the offering restrictions requirement of Regulation S. Each Dealer agrees
to notify the Fiscal Agent or, in the case of a Syndicated Issue, the Lead Manager when it has completed
the distribution of its portion of the Notes of any identifiable tranche so that the Fiscal Agent or, in the
case of a Syndicated Issue, the Lead Manager may determine the completion of the distribution of all
Notes of that tranche and notify the other relevant Dealers of the end of the distribution compliance
period. Each Dealer agrees that, at or prior to confirmation of sale of Notes, it will have sent to each
distributor, dealer or person receiving a selling concession, fee or other remuneration that purchases
Notes from it during the distribution compliance period a confirmation or notice to substantially the
following effect:

“The Notes covered hereby have not been registered under the U.S. Securities Act of 1933 (the
“Securities Act”) and may not be offered or sold within the United States or to, or for the account
or benefit of, U.S, persons (i) as part of their distribution at any time or (ii) otherwise until 40 days
after the completion of the distribution of an identifiable tranche of Notes of which such Notes are
a part, except in either case in accordance with Regulation Sunder the Securities Act. Terms used
above have the meaning given to them by Regulation S under the Securities Act.”

Bearer Notes are subject to U.S. tax law requirements and may not be offered, sold or delivered within
the United States or its possessions or to a United States person, except in certain transactions perinitted
by U.S. tax regulations. Terms used in this paragraph have the meanings given to them by the Internal
Revenue Code.

In addition, until 40 days after the commencenient of the offering of any identifiable tranche of Notes, an
offer or sale of Notes within the United States by any dealer that is not participating in the offering of
such Notes may violate the registration requirements of the Securities Act.

Unless the Pricing Supplement or the Subscription Agreement relating to one or more Tranches specifies
that the applicable TEFRA exemption is either “C Rules” or “not applicable”, each Dealer has
represented and agreed in relation to each Tranche of Notes in beaver form:

(i) except to the extent permitted under U.S. Treas. Reg. §1.163-5(c)(2)(1)(D) (the “D Rules™):

(a) it has not offered or sold, and during a 40 day restricted period shall not offer or sell, Notes in
bearer form to a person who is within the United States or its possessions or to a
United States person; and

(b it has not delivered and shall not deliver within the United States or its possessions definitive
Notes in bearer form that are sold during the restricted period;

(if) it has and throughout the restricted period shall have in effect procedures reasonably designed to
ensure that its employees or agents who are directly engaged in selling Notes in bearer form are
aware that such Notes may not be offered or sold during the restricted period to a person who is
within the United States or its possessions or to a United States person, except as permitied by the
D Rules;

(iii) if it is a United States person, it is acquiring the Notes in bearer form for purposes of resale in
connection with their original issuance and if it retains Notes in bearer form for its own account, it
shall only do so in accordance with the requirements of U.S. Treas. Reg. §1.163-5(c)(2)(i)(D)(6);
and

142




(iv) with respect to each affiliate that acquires from it Notes in bearer form for the purpose of offering
or selling such Notes during the restricted period, it either (a) repeats and confirms the
representations contained in sub-paragraphs (i), (ii) and (iii) on behalf of such affiliate or (b) agrees
that it shall obtain from such affiliate for the benefit of the Tssuer the representations contained in
sub-paragraphs (i), (if) and (iif).

Terms used in this paragraph have the meanings given to them by the Internal Revenue Code, including
the D Rules.

To the extent that the Pricing Supplement or the Subscription Agreement relating to one or more
Tranches of Bearer Notes specifies that the applicable TEFRA exemption is “C Rules”, under U.S. Treas.
Reg. §1.163-5(c)(2)(i)(C) (the “C Rules”), Notes in bearer form must be issued and delivered outside the
United States and its possessions in connection with their original issuance. In relation to each such
Tranche, each Dealer has represented and agreed that it has not offered, sold or delivered, and shall not
offer, sell or deliver, directly or indirectly, Notes in bearer form within the United States or its
possessions in connection with their original issuance. Further, in connection with their original issuance
of Notes in bearer form, it has not communicated, and shall not communicate, directly or indirecily, with
a prospective purchaser if either such purchaser or it is within the United States or its possessions or
otherwise involve its U.S. office in the offer or sale of Notes in bearer form, Terms used in this paragraph
have the meanings given to them by the Internal Revenue Code, including the C Rules.

Each issuance of index-, commodity- or currency-linked Notes shall be subject to such additional U.S.
selling restrictions as the relevant Dealer(s) shall agree with the Issuer as a term of the issuance and
purchase or, as the case may be, subscription of such Notes. Each relevant Dealer has agreed that it shall
offer, sell and deliver such Notes only in compliance with such additional U.S. selling restrictions

European Econontic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive (cach, a “Relevant Member State™), each Dealer has represented and agreed and each further
Dealer appointed under the Programime wiil be required to represent and agree that with effect from and
including the date on which the Prospectus Directive is implemented in that Relevant Member State (the
“Relevant Implementation Date”) it has not made and will not make an offer of Notes which are the
subject of the offering contemplated by this Offering Circular as completed by the final terms in relation
thereto to the public in that Relevant Member State except that it nay, with effect from and including the
Relevant Tmplementation Date, make an offer of such Notes to the public in that Relevant Member State:

(i) if the final terms in relation to the Notes specify that an offer of those Notes may be made other
than pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State (a “Non-
exempt Offer”), following the date of publication of a prospectus in relation to such Notes which
has been approved by the competent authority in that Relevant Member State or, where appropriate,
approved in another Relevant Member State and notified to the competent authority in that Relevant
Member State, provided that any such prospectus has subsequently been completed by the final
terms contemplating such Non-exempt Offer, in accordance with the Prospectus Directive, in the
period beginning and ending on the dates specified in such prospectus or final terms, as applicable
and the Issuer has consented in writing to its use for the purpose of that Non- exempt Offer;

(ii) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive;
(iii) at any time to fewer than 100 or, if the Relevant Member State has implemented the relevant
provision of the 2010 PD Amending Directive, 150, natural or legal persons (other than qualified

investors as defined in the Prospectus Directive) subject to obtaining the prior consent of the
relevant Dealer or Dealers nominated by the Issuer for any such offer; or

(iv) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,
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provided that no such offer of Notes referred to in (ii) to (iv) above shall require the Issuer or any Dealer
to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus
pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any
Notes in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and the Notes to be offered so as to enable an investor to
decide to purchase or subscribe the Notes, as the same may be varied in that Member State by any
measure implementing the Prospectus Directive in that Member State, the expression “Prospectus
Directive’ means Directive 2003/71/EC (and amendments there to, including the 2010 PD Amending
Directive, to the extent implemented in the Relevant Member State) and includes any relevant
implementing measure in each Relevant Member State and the expression “2010 PD Amending
Directive” means Directive 2010/73/EU.

Unifed Kingdom

Each Dealer has represented, warranted and agreed, and each further Dealer appointed under the
Programme will be required to represent, warrant and agree, that:

(i in relation to any Notes which have a maturity of less than one year, (a) it is a person whose
ordinary activities involve it in acquiring, holding, managing or disposing of investments (as
principal or agent) for the purposes of its business aud (b) it has not offered or sold and will not
offer or sell any Notes other than to persons whose ordinary activities involve them in acquiring,
holding, managing or disposing of investments {as principal or agent) for the purposes of their
businesses or who it is reasonable to expect will acquire, hold, manage or dispose of investments
(as principal or agent} for the purposes of their businesses where the issue of the Notes would
otherwise constitute a contravention of section 19 of the Financial Services and Markets Act 2000
(the "FSMA) by the Issuer;

(ii) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the meaning of
section 21 of the FSMA) received by it in connection with the issue or sale of any Notes in
circumstances in which section 21(1) of the BSMA does not apply to the Issuer; and

(iii) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to the Notes in, from or otherwise involving the United Kingdom.

Hong Kong

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent, warrant and agree, that:

(i) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any
Notes except for Notes which are a “structured product”™ as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong (the “Securities and Futures Ordinance”) other than (a) to
“professional investors” as defined in the Securities and Futures Ordinance and any rules made
under that Ordinance; or (b) in other circumstances which do not result in the document being a
“prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance
{Cap. 32) of Hong Kong or which do not constitute an offer to the public within the meaning of that
Ordinance; and

(ii) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its
possession for the purposes of issue, in each case whether in Hong Kong or elsewhere, any
advertisement, invitation or document relating to the Notes, which is directed at, or the contents of
which are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so
under the securities laws of Hong Kong) other than with respect to Notes which are or are intended
to be disposed of only to persons outside Hong Kong or only to “professional investors” as defined
in the Securities and Fuiures Ordinance and any rules inade under that Ordinance,
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Singapore

Each Dealer has acknowledged that this Offering Circular has not been registered as a prospectus with
the Monetary Authority of Singapore. Accordingly, each Dealer has represented, warranted and agreed,
and each further Dealer appointed under the Programme will be required to represent, warrant and agree,
that it has not offered or sold any Notes or caused such Notes to be made the subject of an invitation for
subscription or purchase and will not offer or sell such Notes or cause such Notes to be made the subject
of an invitation for subscription or purchase, and has not circulated or distributed, nor will it circulate or
distribute, this Offering Circular or any other document or material in connection with the offer or sale,
or invitation for subscription or purchase, of such Notes, whether directly or indirectly, to persons in
Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore (the “SFA™), (ii) to a relevant person pursuant to Section 275(1), or any person
pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275, of the SFA,
or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of
the SFA.

Note:

Where the Notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is:

{i} a corporation (which is not an accredited investor {as defined in Section 4A of the SFA)) the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited investor;

or

(if) « trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary of the

trust is an individual who is an aceredited investor,

securities (as defined in Section 239(1} of the SFA) of that corporation or the beneficiaries’ rights and interest (howsoever described)
in that trust shall not be transferred within six months after that corporation or that trust has acquired the Notes pursuant to an offer
made under Section 275 of the SFA except:

(i) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any person arising from an offer
referved to in Section 275(1A) or Section 276(4)(i)1{B) of the SFA;

(if) where no consideration is or will be given for the transfer;
(§i1) where the transfer is by operation of law; or
(iv}) as specified in Section 276(7) of the SFA.

PRC

Each Dealer has represented, warranted and agreed that the offer of the Notes is not an offer of securities
within the meaning of the Securities Law or other pertinent laws and regulations of the PRC and the
Notes are not being offered or sold and may not be offered or sold, directly or indirectly, in the PRC,
except as permitted by the securities laws of the PRC.

Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange Act of
Japan (Act No. 25 of 1948, as amended) (the “Financial Instruments and Exchange Act). Accordingly,
each Dealer has represented, warranted and agreed and each further Dealer appointed under the
Prograinme will be required to represent, warrant and agree that it has not, directly or indirectly, offered
or sold and will not, directly or indirectly, offer or sell any Notes in Japan or to, or for the benefit of, any
resident of Japan (which term as used herein means any person resident in Japan, including any
corporation or other entity organised under the laws of Japan) or to others for re-offering or resale,
directly or indirectly, in Japan or to, or for the benefit of, a resident of Japan, except pursuant to an
exemption froin the registration requirements of, and otherwise in compliance with, the Financial
Instruments and Exchange Act and any other applicable laws and regulations of Japan.
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GENERAL INFORMATION

Clearing Systems: The Notes have been accepted for clearance through the Euroclear and
Clearstream, Luxembourg systems (which are the entities in charge of keeping the records). The
Issuer may also apply to have Notes accepted for clearance through the CMU. The relevant CMU
instrument number will be set out in the relevant Pricing Supplement. The relevant ISIN, the
Common Code and (where applicable) the identification number for any other relevant clearing
system for each series of Notes will be specified in the applicable Pricing Supplement, If the Notes
are to clear through an additional or alternative clearing system the appropriate information will be
set out in the relevant Pricing Supplement,

The address of Huroclear is 1 Boulevard du Roi Albert II, B-1210 Brussels, Belgium and the
address of Clearstream, Luxembourg is 42 Avenue JF Kennedy, L-1855 Luxembourg. The address
of any alternative clearing system will be specified in the relevant Pricing Supplement.

Listing: Application has been made to the HKSE for permission to deal in, and for listing of, any
Notes which are agreed at the time of issue to be so listed on the HKSE. There can be no assurance
that the application will be approved.

Litigation: None of the Issuer nor any of its subsidiaries is involved in any material Hitigation or
arbitration proceedings relating to claims or amounts which are material in the context of the issue
of the Notes, nor is the Issuer or any of its subsidiaries aware that any such proceedings are pending
or threatened.

Authorisations: The Issuer has obtained all necessary consents, approvals and authorisations as
may be required in connection with the establishment of the Programme and the issue of this
Offering Circular. The establishment of the Programme has been duly authorised by the Bank on
18 June 2014, The Issuer has cbtained and has agreed to obtain from time to time all necessary
internal consents, approvals and authorisations for the issue of Notes under the Programme,

No Material Adverse Change: Except as disclosed in this Offering Circular, there has been no
significant change in the financial or trading position of the Issuer or of the Group since
31 December 2013 and no material adverse change in the financial position or prospects of the
Issuer or of the Group since 31 December 2013,

Available Documents: For so long as Notes may be issued pursuant to this Offering Circular, the
following documents will be available, during usual business hours on any weekday (Saturdays and
public holidays excepted), for inspection at the offices of the Issuer and/or the Fiscal Agent:

(a) the Memorandum and Articles of Association of the Bank;
(b} the audited consolidated financial statements of the Bank as at and for the years ended
3§ December 2011, 2012 and 2013 (in each case together with the audit reports in connection

therewith);

{c) copies of the most recent annual and interim reports (including the financial statements)
published by the Bank;

(d) the Fiscal Agency Agreement {which includes the form of the Global Notes, the definitive
Bearer Notes, the Certificates, the Coupons, the Receipts and the Talons} and the Deed of
Covenant;

(e) the Dealer Agreement;

(f) a copy of this Offering Circular together with any Supplement to this Offering Circular or
further Offering Circular;
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{g) acopy of the subscription agreement for Notes issued on a syndicated basis that are listed on
any stock exchange, where the rules of such stock exchange so require;

(h) each Pricing Supplement (save that Pricing Supplement relating to a Note which is neither
admitted to trading on a regulated market within the European Economic Area nor offered in
the European Economic Area in circumstances where a prospectus is required to be published
under the Prospectus Directive will only be available for inspection by a holder of such Note
and such holder must produce evidence satisfactory to the Issuer and the Fiscal Agent as fo its
holding of Notes and identity).

Auditors: The consolidated financial statements of the Bank as at and for the years ended
31 December 2011 and 2012, which are included elsewhere in this Offering Circular have been
audited by Deloitte Touche Tohmatsu, Certified Public Accountants, the Bank’s former independent
auditor, as stated in the auditors’ report appearing herein. The consolidated financial statements of
the Bank as at and for the year ended 31 December 2013, which are included elsewhere in this
Offering Circular have been audited by PricewaterhonseCoopers, the Bank’s independent auditor,
ag stated in their report appearing herein,

Each Bearer Note having a maturity of more than one year, Receipt, Coupon and Talon will bear
the following legend: “Any United States person who holds this obligation will be subject to
limitations under the United States income tax Iaws, including the limitations provided in Sections
165(j) and 1287(a) of the Internal Revenue Code”.

The issue price and the amount of the relevant Notes will be determined, before filing of the

relevant Pricing Supplement of each Tranche, based on the prevailing market conditions. The Issuer
does not intend to provide any post-issuance information in relation to any issues of Notes.
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(1) The audited consolidated financial statements of the Bank as of and for the year ended 31 December 2012 set
out herein have been reproduced from the Audited Consolidated Financial Statements of the Bank for the year
ended 31 December 2012 and page references are reference to pages set forth in such consolidated financial

statements included in the Bank’s Annuval Report 2012,

(2)  The audited consolidated financial statements of the Bank as of and for the year ended 31 December 2013 set
out herein have been reproduced from the Audited Consolidated Financial Statements of the Bank for the year
ended 3] December 2013 and page references are reference to pages set forth in such consolidated financial

statements included in the Bank’s Annual Report 2013.
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ANNEX B

ADDITIONAL INFORMATION REQUIRED PURSUANT TO THE DFSA’S MARKETS RULES

DESCRIPTION OF THE BANK

Incorporation Details
The Bank was incorporated as a joint stock limited liability company on 15 January 2009 with company
registration number 100000000005472 and has remained incorporated since then,

The Bank’s registered office address and principal place of business is No. 69, Jianguomen Nei Avenue,
Dongcheng District, Beijing 100005, PRC and its contact phone number is +86 10 8510 9619.

The address for the Bank’s Dubai branch is Office No. 2901, Level 29, Al Fattan Currency House Tower 2,
DIFC, P.O. Box 124803, Dubai, UAE and its contact phone number is +971 4 5676 900. The Dubai branch
was founded on 25 March 2013,

In this Annex, references te “UAE” are to the United Arab Emirates and references to the “DIFC” are to the
Dubai International Financial Centre.

Business Activities

History

Agricultural Cooperative Bank (“ACB”), the Bank’s predecessor, was established in 1951. From February
1979, ACB gradually evolved from a wholly state-owned specialised bank to a wholly state-owned
commercial bank, In 2007, the PRC government resolved at the National Financial Conference that ACB
would undertake an integrated restructuring, implement commercially-driven operations and seek a public
listing at an appropriate time. On 21 October 2008, the State Council approved, in principle, ACB’s
restructuring plan. Subsequently, ACB completed a number of major financial restructuring initiatives such as
the disposal of non-performing loans and other impaired assets and received a capital contribution from the
State. On 15 January 2009, the Bank was incorporated as a joint stock limited liability company as part of that
restructuring,

SUBSTANTIAL SHAREHOLDERS

The Bank’s substantial shareholders, the MOF and Huijin (both state-owned entities), own approximately
39.2% and 40.3% respectively, of its outstanding shares. Systems and controls are in place to manage any
conflict of interest that might arise between the interests of the MOF and/or Huijin and the interests of the
Bank and to ensure that their control is not abused. MOF and Huijin do not engage in any commercial
activity. In addition, Huijin has entered into a non-competition deed with the Bank, pursuant to which Huijin
has undertaken, so long as it continues to hold any of the Bank’s shares, not to engage or participate in any
competing cominercial banking activities.

All transactions and relationships between the Bank and its substantial shareholders are conducted on an
arm’s length basis and on normal contractual terms. The Bank can operate its business independently of its
substantial shareholders.




DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Details relating to Directors and Senior Managers

The business address of each of the Directors and Senior Managers is No. 69, Jianguomen Nei Avenue,
Dongcheng District, Beijing 100005, PRC. There are no potential conflicts of interest between the personal
interests of the Directors and Senior Managers and their duties owed to the Bank or interests of the Bank.

Change in Director

In June 2014, Mr. ZHOU Ke was appointed as a non-executive director of the Bank. Mr. ZHOU Ke, aged 47,
holds a Bachelor’s degree. He started working with the Ministry of Finance of the PRC in 1988, and served
successively as deputy director of Water Resources Division of Department of Agriculture, director of the
Science and Technology Division, director of Project Management Department II1 and director of Policy
Research Department of the National Agricultural Comprehensive Development Office, deputy director of the
National Agricuitural Comprehensive Development Evaluation Center, and deputy director of the National
Agricultural Comprehensive Development Office.

Details relating to the Senior Management Team of the Agricultural Bank of China Limited Dubai
Branch

The business address of each of the Senior Managers of the Dubai branch is Office No. 2901, Level 29, Al
Fattan Currency House Tower 2, DIFC, P.O. Box 124803, Dubai, UAE. The Senior Management Team
comprises the following Senior Managers:

s  Min Fang
¢  Hui Shao
e  QiangLi

SUMMARY FINANCIAL INFORMATION

Historical Financial Information about the Bank

The audited consolidated financial statements of the Bank as at and for each of the years ended 31 December
2012 and 2013 (the “Financial Statements”) have been audited in accordance with the standards of the
International Auditing and Assurance Standards Board. The Financial Statements are presented and prepared
in a form consistent with that which will be adopted in the Bank’s next published annual financial statements
having regard to accounting standards and policies and legislation (namely the Rules Governing the Listing of
Securities on the Hong Kong Stock Exchange Limited and by the Hong Kong Companies Ordinance)
applicable to such annual financial statements.

Creditworthiness of the Bank

In 2013, the Bank’s issuer credit ratings were assigned A/A-1 by Standard & Poor’s Hong Kong Limited; the
bank deposits ratings were assigned A1/P-1 by Moody’s Investors Service Hong Kong Limited; and the long-
/short-term foreign-currency issuer default ralings were assigned A/F1 by Fitch Ratings Inc., The Bank’s
outlook ratings assigned by the above credit rating agencies were “stable”. A rating is not a recommendation
to buy, sell or hold the Notes (or beneficial interests therein) and may be subject to revision, suspension or
withdrawal at any time by the assigning rating organisation,




SUBSCRIPTION AND SALE

Dubai International Financial Centre
Each Joint Lead Manager has represented and agreed that it has not offered and will not offer the Notes to any
person in the Dubai International Financial Centre unless such offer is:

(8  an“Exempt Offer” in accordance with the Markets Rules; and

(b) made only to persons who meet the Professional Client criteria set out in Rule 2.3.2 of the DFSA
Conduct of Business Module (version 22/07-13).

GENERAL INFORMATION

Approval of the Offering Document, Admission to Trading and Listing of Notes

The total expenses relating to the approval of the Offering Document by the DFSA, together with the
admission of the Notes issued under the Programme to the official list of securities maintained by the DFSA
(first issuance), are estimated to be U.8.812,000. The total expenses relating to the admission to trading of the
Notes issued under the Programme on NASDAQ Dubai are estimated to be U.S.$6,500 (first issuance),

Legal and other Proceedings against the Bank

Neither the Bank nor any of its subsidiaries (together, the “Group”) has been involved in any governmental,
legal or arbitration proceedings (including any such proceedings which are pending or threatened of which the
Bank is aware} during the 12 months preceding the date of the Offering Circular which may have, or have in
such period, had a significant impact on the Bank’s and/or the Group’s financial position or profitability.

No Significant Change in Financial or Trading Position

There has been no significant change in the financial or trading position of the Bank or the Group since 30
June 2014 and no material adverse change in the financial position or prospects of the Bank or of the Group
since 30 June 2014,

Information about Auditors
The current auditor of the Bank is PricewaterhouseCoopers, Certified Public Accountants of the Hong Kong
Institute of Certified Public Accountants,

The Bank’s previous auditor (replaced following the completion of the audit of the Bank’s consolidated
financial statements as at and for the year ended 31 December 2012} was Deloitte Touche Tohmatsu, also
Certified Public Accountants of the Hong Kong Institute of Certified Public Accountants.

Neither the Bank nor the Issuer accepts responsibility for the factual correctness of any information produced
by the Auditors but the Bank and the Issuer confirm that all such information has been accurately reproduced
and, so far as the Bank and the Issuer are aware and have been able to ascertain from that published
information, no facts have been omitted which would render the reproduced information inaccurate or
misleading.




ANNEX C

INTERIM CONSOLIDATED FINANCIAL STATEMENTS FOR THE SIX MONTHS ENDED 30
JUNE 2014




AGRICULTURAL BANK OF CHINA LIMITED
(Incorporated in the People's Republic of China with Limited Liability)

Interim Financial Information (Unaudited)
For the six months ended 30 June 2014
(Prepared under International Financial Reporting Standards)




Report on Review of Interim Financial Information

To the Board of Directors of Agricultural Bank of China Limited
(Incorporated in the People’s Republic of China with Limited Liability)

Introduction

We have reviewed the interim financial information set out on pages 1 to 96, which
comprises the condensed consolidated interim statement of financial position of
Agricultural Bank of China Limited (the “Bank”) and its subsidiaries (together, the
“Group”) as at 30 June 2014 and the related condensed consolidated interim
statements of income, comprehensive income, changes in equity and cash flows for
the six-month period then ended, and a summary of significant accounting policies
and other explanatory notes (the “Interim Financial Information”). The Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and International Accounting
Standard 34 “Interim Financial Reporting”. The directors of the Bank are
responsible for the preparation and presentation of this Interim Financial
Information in accordance with International Accounting Standard 34 “Interim
Financial Reporting”. Our responsibility is to express a conclusion on this Interim
Financial Information based on our review and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement and for no other
purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

Scope of review

We conducted our review in accordance with International Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”. A review of interim financial information
consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.




Conclusion

Based on our review, nothing has come to our attention that causes us to believe
that the Interim Financial Information is not prepared, in all material respects, in
accordance with International Accounting Standard 34 “Interim Financial
Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 August 2014




AGRICULTURAL BANK OF CHINA LIMITED

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless ctherwise stated)

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading gain

Net gain on financial instruments designated at
fair value through profit or loss

Net gain on investment securities

Other operating income

Operating income

Operating expenses
Impairment losses on assets

Profit hefore tax
Income tax expense

Profit for the period

Attributable to:
Equity holders of the Bank
Non-controlling interests

Earnings per share atfributable to the equity
holders of the Bank (Expressed in RMB per
share)

- Basic and diluted

Notes

[+>Ke)]

~ =~

10

11

12

13

15

Six months ended 30 June

2014 2013
(Unaudited} {Unaudited)
337,832 296,463
{128,394) (116,461)
209,438 180,002
50,441 49,721
{2,593) (2,124)
47,848 47 597
2,798 2,073
533 90
25 334
7267 5,948
267,909 236,044
{103,386) (94,071)
(28,939) (22,471)
135,584 119,502
(31,517) (27,118)
104,067 92,384
104,032 92,352
35 32
104,067 92,384
0.32 0.28

The accompanying notes form an integral part of these condensed consolidated interim financial

statements.




AGRICULTURAL BANK OF CHINA LIMITED

CONDENSED CONSCLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2014
(Amounts in miilions of Renminbi, unless otherwise stated)

Six months ended 30 June

2014 2013
(Unaudited) {Unaudited)
Profit for the period 104,067 92,384
Other comprehensive income/{expenses):
ltems that may be reclassified subsequently to
profit or loss:
Fair value changes on available-for-sale
financial assets 21,899 {1,815)
Income tax impact for fair value changes on
available-for-sale financial assets (5,405) 419
Foreign currency translation differences 128 {281)
Other comprehensive income/(expenses),
net of tax 16,622 (1,677)
Total comprehensive income for the period 120,689 90,707
Total comprehensive income attributable to:
Equity holders of the Bank 120,597 90,683
Non-controlling interests 92 24
120,689 90,707

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




AGRICULTURAL BANK OF CHINA LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
AT 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)

Notes 30 June 2014 31 December 2013

{(Unaudited) (Audited)
Assets
Cash and balances with central banks 18 2,851,344 2,603,802
Deposits with banks and other financial
institutions 17 523,899 397,678
Precious metals 21,211 19,185
Placements with and loans to banks and
other financial institutions 18 547,064 308,655
Financial assets held for trading 18 59,508 53,864
Financial assets designated at fair value
through profit or loss 20 291,865 269,018
Derivative financial assets 21 6,592 8,186
Financial assets held under resale
agreements 22 750,986 737,052
Loans and advances fo customers 23 7,503,254 6,902,522
Available-for-sale financial assets 24 826,749 781,311
Held-to-maturity investments 25 1,636,625 1,523,815
Debt instruments classified as receivables 26 596,824 592,090
Investments in associates and jeint ventures - 1
Property and equipment 27 148,126 150,859
Goodwill 1,381 1,381
Deferred tax assets 28 70,334 74,075
Other assets - 28 170,850 138,608
Total assets 16,006,612 14,662,102
Liabilities
Borrowings from central bank 141 104
Deposits from banks and other financial
institutions 30 912,712 729,354
Placements from banks and other financial
institutions 31 231,128 174,363
Financial liabilities held for trading 32 28,152 20,805
Financial liabilities designated at fair value
through profit or loss 33 279,610 285,454
Derivative financiai liabilities 21 5,603 7,835
Financial assets sold under repurchase
agreements 34 123,922 26,787
Due to customers 35 12,809,504 11,811,411
Debt securities issued 36 275,358 266,261
Deferred tax liabitities 28 5 8
Dividends payable 14 57,489 -
Other liabilities 37 375,251 395,383
Total liabilities 15,088,875 13,717,565




AGRICULTURAL BANK OF CHINA LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION (Continued)

AT 30 JUNE 2014
(Amounts in millions of Renminbi, uniess otherwise stated)
Notes 30 June 2014 31 December 2013
{Unaudited) {Audited)
Equity
Share capital 38 324,794 324,794
Capital reserve 39 98,773 98,773
Investment revaluation reserve 40 (6,335) (22,772)
Surplus reserve 41 60,689 60,632
General reserve 42 156,673 139,204
Retained earnings 272,499 243,482
Foreign currency translation reserve {(877) {1,005}
Equity attributable to equity holders of the Bank 906,216 843,108
Non-controliing interests 1,521 1,429
Total equity 907,737 844 537
Total equity and liabilities 16,006,612 14,562,102

The accompanying notes form an integral part of these condensed consclidated interim financial

statements.

Approved and autherized for issue by the Board of Directors on 26 August 2014.

Jiang Chaoliang Lou Wenlong

Chairman Executive Director
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AGRICULTURAL BANK OF CHINA LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)

CASH FLOWS FROWM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Amortization of intangible assets and other assets
Depreciation of property and equipment
Impairment losses on assets
Interest income arising from investment securities
Interest income arising from impaired loans and
advances to customers
Interest expense on debt securities issued
Neat gain on investment securities
Net gain on disposal of investment in subsidiaries,
associates and joint ventures
Net gain on disposal of property, equipment and other
assets
Net foreign exchange {gain)/loss

Net change in operating assets and cperating
liabilities:

Net increase in balances with central banks, deposits
with banks and other financial institutions

Net increase in placements with and loans to banks
and other financial institutions

Net decrease/(increase) in financial assets held
under resale agreements

Net increase in loans and advances to customers

Net increase in borrowings from central bank

Net increase in placements from banks and other
financial institutions

Net increase in due to customers and deposits from
banks and other financial institutions

Increase in other operating assets

Increase in other operating liabilities

Cash from/{used in) operations
income tax paid

NET CASH FROM /(USED IN} OPERATING
ACTIVITIES

Six months ended 30 June

2014 2013
{Unaudited) {(Unaudited)
135,584 119,502
1,265 1,118
8,069 7,326
28,939 22,471
(58,074) (50,369)
(380) (358)
4,741 4,118
(25) (334)
- (304)
{208) (84)
(1,301) 3,509
118,610 106,595
(266,160) (272,945)
(45,738) (6,142)
64,541 (181,431)
(621,335) (514,808)
37 24
56,765 79,408
1,181,451 620,263
(55,684) (119,448)
98,596 177,576
531,083 (110,908)
(51,485) (46,678)
479,598 (157,588)




AGRICULTURAL BANK OF CHINA LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS (Continued)
FOR THE SIX MONTHS ENDED 30 JUNE 2014

{(Amounts in mitlions of Renminbi, unless otherwise stated)

Six months ended 30 June

2014 2013
Notes {Unaudited} {Unaudited)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash received from disposalfredemption of
investment securities 280,469 271,517
Cash received from interest income arising from
investment securities 45,670 40,392
Cash received from disposal of investment in
subsidiaries, associates and joint ventures 1 411
Cash received from other investing activities 651 206
Cash paid for purchase of investment securities (421,384) (450,725)
Cash paid for purchase of property and equipment
and other assets (9,019) {9,102}
NET CASH USED IN INVESTING ACTIVITIES (103,712) {147,301)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash received from debt securities issued 106,204 58,410
Repayments of debt securities issued (97,126) (29,181)
Cash payments for interest on debt securities
issuad {5,885) (5,036)
NET CASH FROM FINANCING ACTIVITIES 3,193 24,193
NET INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS 379,079 (280,694)
CASH AND CASH EQUIVALENTS AT 1 JANUARY 813,799 952,936
EFFECT OF EXCHANGE RATE CHANGES ON
CASH AND CASH EQUIVALENTS 656 {2,187)
CASH AND CASH EQUIVALENTS AT 30 JUNE 43 1,193,534 870,055
NET CASH FLOWS FROM OPERATING
ACTIVITIES INCLUDE:
Interest received 265,520 238,340
Interest paid (114,604) {104,197)

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




AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)

1

GENERAL INFORMATION

Agricuitural Bank of China Limited (the “Bank”) is the successor entity to the Agricuitural Bank
of China ({the “Predecessor Entity”) which was a wholly state-owned commercial bank approved
for setup by the People’s Bank of China {the "PBOC™} and founded on 23 February 1979 in the
People’s Republic of China (the “PRC”*). On 15 January 2009, the Bank was established after
the completion of the financial restructuring of the Predecessor Entity ~The Bank’s
establishment was authorized by the PBOC. The Bank was listed on the Shanghai Stock
Exchange and The Stock Exchange of Hong Kong Limited on 15 July 2010 and 16 July 2010,
respectively.

The Bank operates under financial services cerlificate No. B0002H111000001 issued by the
China Banking Regulatory Commission (the *CBRGC"), and business license
No. 100000000005472 issued by the State Administration of Industry and Commerce of the
PRC. The registered office of the Bank is located at No.B89 Jianguomen Nei Avenue,
Dongcheng District, Beijing, the PRC.

The principal activities of the Bank and its subsidiaries {collectively, the "Group”} include
Renminbi ("RMB") and foreign currency deposits, loans, clearing and setilement services,
assets custody services, fund management, finance leasing services, insurance services and
other services as approved by relevant regulators, and the provision of related services by its
overseas establishments as approved by the respective local regulators.

The head office and domestic branches of the Bank and its subsidiaries operating in the
Mainland China are referred to as "Domestic Operations”. Branches and subsidiaries
registered and operating outside of the Mainland China are referred fo as "Overseas
Operations”.

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial statements for the six months ended
30 June 2014 have been prepared in accordance with International Accounting Standard
("lAS"} 34 “interim Financial Reporting”, as well as with all applicable disclosure provisions of
the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited.

PRINCIPAL ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial statements have been prepared on the
historical cost basis, except for certain financial instruments which are measured at fair value.
Except for those described below, the accounting policies and metheds of computation used in
the condensed consolidated interim financial statements are the same as those followed in the
preparation of the Group's annual consolidated financial statements for the year ended
31 December 2013.

The condensed consolidated interim financial statements should be read in conjunction with the
Group’s annual consolidated financial statements for the year ended 31 December 2013, which
have been audited.

Standards and amendments effective in 2014 and adopted by the Group

In the current interim period, the Group has applied the following new and revised International
Financial Reporting Standards ("IFRSs”), as well as cerfain amendments, issued by the
International Accounting Standards Board (“/ASB”) that are mandatorily effective for the current
interim period. Description of these standards and amendments were disclosed in the Group’s
annual consolidated financial statements for the year ended 31 December 2013,




AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)

3

(1)

(2)

PRINCIPAL ACCOUNTING POLICIES (Continuad)

Standards and amendments effective in 2014 and adopted by the Group (Continued)

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities

Amendments to IAS 36 Impairment of Assets - Recoverable Amount Disclosures for
Non-Financial Assets

Amendments to IAS 39 Financial Instruments: Recognition and Measurement - Novation
of Derivatives and Continuation of Hedge Accounting

Amendments to IFRS 10, Investment Entities

IFRS 12 and |AS 27
IFRIC 21 Levies

The adoption of these new standards and amendments does not have a significant impact on
the operating results, comprehensive income, or financial position of the Group.

Standards and amendments that are not yet effective in the current interim period and
have not been adopted before their effective dates by the Group

The Group has not adopted the following new and revised IFRSs that have been issued but are
not yet effective.

Effective for annual
period beginning

on or after
Amendment to |AS 19 (1) Employee Benefits - To Plans that 1 July 2014
(as revised in 2011) Require Employees or Third Parties
to Contribute Towards the Cost of
Benefits
Amendments to IFRSs (1) Annual Improvements to IFRSs 2010 - 1 July 2014
2012 Cycle
Amendments to IFRSs (1) Annual Improvements to IFRSs 2011 - 1 July 2014
2013 Cycle
IFRS 14 (2) Regulatery Deferral Account 1 January 2016
Amendments to IFRS 11 (3) Acquisition of Interests in Joint 1 January 2016
Operations
Amendments to IAS 16 (4) Clarification of Acceptable Methods of 1 January 2016
and IAS 38 Depreciation and Amortization
IFRS 15 (5) Revenue from Contracts with 1 January 2017
Customers
IFRS 9 (6) Financial Instruments 1 January 2018

Descriptions of these amendments were disclosed in the Group's annual consolidated financial
statements for the year ended 31 December 2013. The Group anticipates that the adoption of
these amendments will not have a significant impact on the Group's consolidated financial
statements.

The IASB has issued IFRS 14 - Regulatory Deferral Accounts, an interim standard on the
accounting for certain balances that arise from rate-regulated activities ("regulatory deferral
accounts”). IFRS 14 is only applicable to entities that apply IFRS 1 - First-time Adoption of
International Financial Reporting Standards as first-time adopters of IFRS. [t permits such
entities, on adoption of IFRS, to continue to apply their previous GAAP accounting policies far
the recognition, measurement, impairment and de-recogniticn of regulatory deferral accounts.
The Group anticipates that the adoption of this new standard will not have a significant impact
on the Group's consolidated financial statements.

10




AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SiX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unfess otherwise stated)

3

()

(4)

(8)

PRINCIPAL ACCOUNTING PCLICIES (Continued)

Standards and amendments that are not yet effective in the current interim period and
have not been adopted before their effective dates by the Group (Continued)

The IASB has amended IFRS 11 - Joint Arrangements, to provide specific guidance on
accounting for the acquisition of an interest in a joint operation that is a business. The
amendments require an investor to apply the principles of business combination accounting
when it acquires an interest in a joint operation that constitutes a business. The Group
anticipates that the adoption of the amendments will not have a significant impact on the
Group's consolidated financial statements.

The amendments to IAS 16 - Property, plant and equipment, clarify that depreciation of an item
of property, plant and equipment based on revenue generated by using the asset is not
appropriate. The amendments to 1AS 38 - Intangible Assets, establish a rebuttable
presumption that amortization of an intangible asset based on revenue generated by using the
asset is inappropriate. The presumption may only be rebutted in certain limited circumstances.
The Group anticipates that the adoption of these amendments will not have a significant impact
on the Group's consolidated financial statements.

The IASB released IFRS 15 - Revenue from Contracts with Customers. This standard moves
away from a revenue recognition model based con an "sarnings process" to an "asset-liability"
approach based on transfer of control. Performance obligations are the building blocks in the
new revenue recognition model. The amount and timing of revenue recognition are determined
at the performance obligation level. The new standard is based on the principle that revenue is
recognized when control of a good or service transfers to the customer, The Group is in the
process of assessing the impact on the Group's consolidated financial statements from this new
standard.

The IASB has released the complete set of IFRS 9 - Financial Instruments, which will replace
the current guidance in IAS 39 - Financial Instruments: Recognition and Measurement. IFRS 9
introduces a logical model for classification and measurement, which is driven by cash flow
characteristics and the business model in which an asset is held. IFRS 9 also introduces a
single, forward-looking expected loss impairment model that will require mors timely recognition
of expected credit losses. This expected loss impairment model coniains a three-stage
approach which is based on the change in credit quality of financial assets since initial
recognition, under which an entity is required to account for expected credit losses from day
one and to recognize full lifetime expected losses on a more timely basis. In addition, as part of
IFRS 9, a substantially-reformed approach to hedge accounting is alsc introduced, with
enhanced disclosures about risk management activity. The new model represents a significant
overhaul of hedge accounting that aligns the accounting treatment with risk management
activities, enabling entities to better reflect these activities in their financial statements. The
Group is in the process of assessing the impact on the Group’s consolidated financial
statements from this new standard.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

The preparation of condensed consolidated interim financial statements requires management
to make judgments, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, and Income and expense. Actual results
may differ from these estimatas.

In preparing these condensed consolidated interim financial statements, the significant
judgments made by management in applying the Group's accounting policies and the key
sources of estimation uncertainty were the same as those that applied to the Group’s annual
consolidated financial statements for the year ended 31 December 2013.
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AGRICULTURAL BANK QF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)

6 NET INTEREST INCOME
Six months ended 30 June
2014 2013
Interest income
Loans and advances to customers
including: Corporate loans and advances 157,996 143,101
Personal loans and advances 66,456 54,049
Discounted bills 2,674 3,367
Held-to-maturity investments 31,240 24,990
Balances with central banks ' 19,524 18,409
Available-for-sale financial assets 16,320 15,224
Financial assets held under resale agreements 15,857 14,127
Debt instruments classified as receivables 10,514 10,155
Deposits with banks and other financial
institutions 9,959 8,937
Placements with and loans to banks and other
financial institutions 6,120 3,406
Financial assets held for trading 1,019 579
Financial assets designated at fair value
through profit or loss 153 119
Subtotal 337,832 296,463
Interest expense
Cue to customers (106,491) (95,322)
Deposits from banks and other financial
institutions (11,931) (12,228)
Placements from banks and other financial
institutions (4,504) {4,573)
Debt securities issued (4,741 {4,118)
Financial assets sold under repurchase
agreements (726) (219)
Borrowings from central bank {1 {1)
Subtotal (128,394) {116,461)
Net interest income 209,438 180,002
Interest income accrued on impaired financial
assets (included within interest income) 380 358
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014

(Amounts in millions of Renminbi, unless otherwise stated)

7 NET FEE AND COMMISSION INCOME

Six months ended 30 June

2014 2013
Fee and commission income
Agency services 13,237 12,502
Settlement and clearing services 12,383 12,080
Bank card 9,261 7.462
Consultancy and advisory services 7,876 10,046
Electronic banking services 3,855 3,108
Custodian and other fiduciary services 2,077 2,404
Credit commitment 1,637 1,484
Others 115 635
Subtotal 50,441 49,721
Fee and commission expense
Bank card (1,026) (801}
Settlement and clearing services (887) {643)
Electronic banking services {422) (420)
Others (258) (260)
Subtotal {2,593) (2,124)
Net fee and commission income 47 848 47,597

8 NET TRADING GAIN

Six months ended 30 June

2014 2013
Net gain on foreign exchange rate derivatives 1,473 1,358
Net {loss)/gain on interest rate derivatives {6) 165
Net gain/(loss) on held-for-trading debt
securities 839 (287)
Net gain on precious metals {1 492 837
Total 2,798 2,073
(1 Net gain on precious metals consists of net gain on precicus metals and precious metal

refated derivative products.

9 NET GAIN ON FINANCIAL INSTRUMENTS DESIGNATED AT FAIR VALUE THROUGH

PROFIT OR LOSS
Six months ended 30 June
2014 2013
Net gain on principal guaranteed wealth
management products 495 226
Net gain/{loss) on debt securities 10 (146)
Others 28 10
Total 533 90
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE 3IX MONTHS ENDED 30 JUNE 2014

{Amountis in millions of Renminbi, unless otherwise stated)

10 OTHER OPERATING INCOME

Six months ended 30 June

2014 2013
Insurance premium 4,884 4,020
Government grant 796 885
Net gain on foreign exchange 737 255
Gain on disposal of property and equipment 181 118
Rental income 160 186
Others 509 484
Total 7.267 5,948

1" OPERATING EXPENSES

Six months ended 30 June

2014 2013
Staff costs {1) 52,650 48,821
General operating and administrative
expenses 17,245 17,893
Business tax and surcharges (2) 14,457 13,657
Depreciation and amortization 9,334 8,444
insurance benefits and ¢claims 4,889 4,046
Others 4,811 1,210
Total 103,386 94,071

{1) Staif costs

Six months ended 30 June

2014 2013
Salaries, bonuses, allowances and subsidies 34,304 31,742
Social insurance 9,325 8,169
Housing funds 3,814 3,357
Labor union fee and staff education expenses 1,515 1,406
Early retirement benefits 559 1,095
Others 3,133 3,052
Total 52,650 48,821

(2) Business tax for the Group's Domestic Operations is generally calculated as 5% of taxable
income. Business tax was declared and paid with the local tax department by Domestic
Operations.

In accordance with the “Circular regarding the Business Taxes Preferential Policies on
Agriculture-related Loans Granted by the County Area Banking Division of Agricultural Bank of
China Limited” (Cai Shui [2014] No.5), jointly issued by the MOF and the State Administration
of Taxation on 10 January 2014, business tax of the Group's county-level sub-branches in the
19 provinces for the pilot program would be levied at 3% on interest income from agriculture-
related loans from 1 November 2013 to 31 December 2015.

Additionally, city conslruction and maintenance tax is calculated as 1%-7% of business tax for
the Group's Domestic Operations.

Education surcharge is calculated as 3%-5% of business tax for the Group's Domestic
Operations.

15



AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOQLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{(Amounts in millions of Renminbi, unless otherwise stated)

12 [MPAIRMENT LOSSES ON ASSETS

Six months ended 30 June

2014 2013
Loans and advances to customers 27,085 22,211
Placements with and loans to banks and other
financial institutions 988 159
Debt instruments classified as receivables 371 126
Held-to-maturity investments 171 138
Property and equipment 7 1
Deposits with banks and other financial institutions - (34)
Available-for-sale financial assets {32) {55)
Other assets 349 {75)
Total 28,939 22,471

13 INCOME TAX EXPENSE

Six months ended 30 June

2014 2013

Current income tax

- PRC Enterprise Income Tax 32,968 31,639

- Hong Kong Profits Tax 161 186

- Other jurisdictions 65 14

Subtotal 33,184 31,839
Deferred tax {Note 28) (1,667) (4,721}
Total 31,517 27,118

PRC Enterprise Income Tax is calculated at 25% of the estimated {axable profit for the current
and prior periods, and also includes supplementary PRC tax on Overseas Operations as
determined in accordance with the relevant PRC income tax rules and regulations. Taxation
arising in other jurisdictions (including Hong Kong) is calculated at the rates prevailing in the
relevant jurisdictions.

16




AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SiX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)

13

14

(1

INCOME TAX EXPENSE (Continued)

The tax charges for the six months ended 30 June 2014 and 30 June 2013 can be reconciled
to the profit per the condensed consolidated interim income statements as follows:

Six months ended 30 June

2014 2013

Profit before tax 135,584 119,502
Tax calculated at applicable PRC

statutory tax rate of 25% 33,896 29,876
Tax effect of items such as expenses

not deductible for tax purpose 1,039 465
Tax effect of income not taxable for tax

purpose (1) (3,414) (3,214)
Effect of different tax rates in other

jurisdictions 4) (9)
Income tax expense 31,517 27,118

Non-taxable income primarily includes interest income from PRC treasury bonds.

DIVIDENDS
Six months ended 30 June
2014 2013
Dividends recognized as distribution
during the period
Cash dividend related to 2013 N 57,489 -
Cash dividend related to 2012 (2) - 50,830
57,489 50,830

No dividends related to the period from 1 January to 30 June 2014 were paid, declared or
proposed during the current pericd. The directors do not recommend any interim dividend for
the six months ended 30 June 2014.

Distribution of final dividend for 2013

A cash dividend of RMB0.177 per share related to 2013, amounting to RMB57,489 millien in
total was approved, after the required appropriations for the statutory surplus reserve and the
general reserve for 2013 as determined in accordance with the relevant accounting rules and
financial regulations applicable to PRC enterprises (the “PRC GAAP"), at the annual general
meseting held on 23 June 2014,

The above dividend was recognized as dividends payable as at 30 June 2014,

17




AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2014

{Amounts in millions of Renminbi, unless otherwise stated)

14 DIVIDENDS {Continued)

{2) Distribution of final dividend for 2012
A cash dividend of RMB0.1565 per share related to 2012, amounting fo RMB50,830 million in
total was approved, after the required appropriations for the statutory surplus reserve and the
general reserve for 2012 as determined in accordance with the “PRC GAAP", at the annual
general meeting held on 18 June 2013.

The above dividend was recognized as distribution during the six-month period ended
30 June 2013.

15 EARNINGS PER SHARE
The calculation of basic and diluted earnings per share is as follows:

Six months ended 30 June

2014 2013
Earnings:
Profit for the period attributable to equity holders of
the Bank 104,032 92,352
Number of shares:
Weight average number of ordinary shares in issue
(million) 324,794 324,794
Basic and diluted earnings per share (RMB yuan) 0.32 0.28

There were no potential ordinary shares outstanding during the current and prior periods.
16 CASH AND BALANCES WITH CENTRAL BANKS

30 June 2014 31 December 2013

Cash 93,420 99,759
Mandatory reserve deposits with central

banks {1) 2,411,901 2,279,918
Surplus reserve deposits with central

banks {2) 181,550 100,519
Other deposits with central banks {3) 164,473 123,606
Total 2,851,344 2,603,802

(1 The Group piaces mandatory reserve deposits with the PBOC and overseas reguiatory
bodies. These include RMB reserve deposits and foreign currency reserve deposits. These
mandatory reserve deposits are not available for the Group's daily operations.
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
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16 CASH AND BALANCES WITH CENTRAL BANKS (Continued)

(1) As at 30 June 2014, for Domestic Operations of the Bank which meet the requirements of
“Notice on Differential Mandatory Reserve Deposits for the Sannong Banking Operations of
Agricultural Bank of China Limited for 2013 issued by the People's Bank of China” (Yinbanfa
[2013] No.57) and effective from 7 March 2013, RMB mandatory reserve deposits with the
PBOC were based on 18 % of qualified RMB deposits (31 December 2013: 18%), while for the
remaining Domaestic Operations of the Bank, RMB mandatory reserve deposits were based on
20% of qualified RMB deposits (31 December 2013; 20%). Foreign currency mandatory
reserve deposits were based on 5% (31 December 2013: 5%) of qualified foreign currency
deposits from customers. Mandatory reserve deposits placed by the Bank’s Overseas
Operations were determined based on respective overseas regulatory requirements. The
foreign currency reserve deposits placed with the PBOC are non-interest bearing.

(2) Surplus reserve deposits are deposits maintained with the PBOC in addition to the mandatory
reserve deposits and mainly for the purpose of clearing and allocation of position, etc.

{3) Other deposits with central banks primarily represent fiscal deposits placed with the PBOC
that are not available for use in the Group’s daily operations, of which fiscal deposits are non-
interest bearing.

17 DEPQSITS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

30 June 2014 31 December 2013

Deposits with:
Domestic banks ' 480,349 360,762
Other domestic financial institutions 3,359 1,713
Overseas banks 40,191 35,203
Total 523,899 397,678

As at 30 June 2014, the carrying amount of deposits with banks and other financial institutions
which have heen pledged as security was RMB523 miflion (31 December 2013; RMB1,205
miliion). These deposits were mainiy pledged deposits with stock exchanges or pledged with
overseas hanks for the purpose of executing financial derivative transactions.
18 PLACEMENTS WITH AND LOANS TO BANKS AND OTHER FINANCIAL INSTITUTIONS
30 June 2014 31 December 2013

Placements with and loans to:

Domestic banks 102,739 81,436
Other domestic financial institutions 437,627 223,566
Overseas banks 8,361 4228
Gross amount 548,627 309,230

Allowance for impairment losses - collectively
assessed {1,563) (5675)

Placements with and loans to banks and other
financial institutions, net 547,064 308,655
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19 FINANCIAL ASSETS HELD FOR TRADING
30 June 2014 31 December 2013

Debt securities issued by:

Governments 3,375 4,979
Public sector and quasi-governments 24,320 24,073
Financia! institutions - 474
Corporates 12,961 12,486
Subtotal 40,656 42,012
Equity instruments - 48
Precious metal contracts 18,852 11,804
Total 59,508 53,864
Analyzed as:
Listed outside Hong Kong (N 40,656 42,060
Unlisted 18,852 11,804
Total 59,508 53,864

(1) Debt securities traded on the China Domestic Interbank Bond Market are included in “Listed
outside Hong Kong”.

20 FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS
30 June 2014 31 December 2013

Debt securities issued by:

Governments 3,799 8,721
Public sector and quasi-government 25,214 25,983
Financial institutions 4,246 11,021
Corporates 5,608 12,282
Subtotal 38,867 58,007
Interests in trust products (1) 187,209 171,280
Other debt instruments N 65,190 38,710
Equity instruments 599 1,021
Total 291,865 269,018
Analyzed as:
Listed in Hong Kong 123 183
Listed outside Hong Kong {2} 29,992 43,255
Unlisted 261,750 225,580
Total 291,865 269,018

()] Underlying assets of the trust products and cther debt instruments held by the Group include
credit assets, deposits with domestic banks and other domestic financial institutions and debt
securities.

(2) Debt securities traded on the China Domestic Interbank Bond Market are included in “Listed
outside Hong Kong".
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21

DERIVATIVE FINANCIAL ASSETS AND LIABILITIES

The Group primarily enters into foreign exchange rate, interest rate and precicus metal
derivative contracts related to trading, asset and liability management, and customer initiated
transactions.

The contractual/notional amounts and fair values of the derivative financial instruments
entered into by the Group are set out in the following tables. The contractual/notional amounts
of derivative financial instruments provide a basis for comparison with fair values of
instruments recognized on the condensed consolidated interim statement of financial position
but do not necessarily indicate the amounts of future cash flows involved or the current fair
values of the instruments and, therefore, do not indicate the Group's exposure to credit or
market risks. The fair value of derivative instruments become favorable (assets) or
unfavorable {liabilities) as a result of fluctuations in market interest rates, foreign exchange
rates or precious metal prices relative to their terms. The aggregate fair values of derivative
financial assets and liabilities can fluctuate significantly.

Certain financial assets and financial liabilities of the Group are subject to enforceable master
netting arrangements or similar agreements. The agreement between the Group and the
counterparly generally allows for net settlement of the relevant financial assets and financial
liabilities when both elect to settle on a net basis. In the absence of such an election, financial
assets and financial liabilities will be settied on a gross basis. However, each party to the
master netting arrangements or similar agreements will have the option to settle all such
amounts on a net basis in the event of default of the other party. As at 30 June 2014, the
amount of the financial assets and financial liabilities subject to enforceable master netting
arrangements or similar agreements are not material to the Group. The Group did not elect to
settle these financial assets and financial fiabilities on a net basis. The Group does not held
any other financial instruments, other than derivatives, that are subject to master netting
arrangements or similar agreements.

30 June 2014

Contractual/ Fair value
notional amount Assets Liabilities
Exchange rate derivatives
Currency forwards 353,808 2,893 (1,671)
Currency swaps 467,304 2,389 (2,134)
Cross-currency interest rate swaps 11,440 172 {334)
Currency options 17,224 47 (95}
Subtotal 5,501 {4,234)
Interest rate derivatives
Interest rate swaps 181,147 1,018 {1,144)
Precious metal contracts 10,871 73 (225)
Total derivative financial assets and
liabilities 6,592 {5,603)
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22

DERIVATIVE FINANCIAL ASSETS AND LIABILITIES {Continued)

31 December 2013

Contractualf Fair value
notional amount Assets Liabilities

Exchange rate derivatives

Currency forwards 256,278 1,624 (2,786)

Currency swaps 365,555 3,886 (2,215)

Cross-currency interest rate swaps 17,966 372 (678)

Currency options 11,864 33 {15)

Subtotal 5915 (5,694)
Interest rate derivatives

Interest rate swaps 165,722 1637 {1,940)
Precious metal contracts 7,201 634 -
Others ' 1,494 - (1)
Total derivatives financial assets and

liabilities 8,186 (7,635)

30 June 2014

Credit risk weighted amount for counterparty 12,336

Credit risk weighted amount for derivative transaction counterparty represents the counterparty
credit risk associated with derivalive transactions and is calculated in accordance with the
“Capitat Rules for Commercial Banks (Provisional)” issued by the CBRC which was effective
1 January 2013 and is dependent on, among other factors, creditworthiness of customers and
maturity characteristics of each type of contract. As at 30 June 2014, credit risk weighted
amount for derivative fransaction counterparly was measured under the Internal Ratings-
Based approach as disclosed in Note 50 Capital Management.

As at 31 December 2013, credit risk weighted amount for derivative transaction counterparly
was RMB11,380 million, which was measured under the Weighted approach as disclosed in
Note 50 Capital Management.

FINANCIAL ASSETS HELD UNDER RESALE AGREEMENTS

30 June 2014 31 December 2013

Analyzed by collateral type:

Debt securities 357,526 402,454
Bills 388,603 332,921
Loans and others 4,857 1,677
Total 750,986 737,052

The coliateral received in connection with the purchase of financial assets under resale
agreement is disclosed in Note 47 Contingent Liabilities and Commitments - Collateral.
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23 LOANS AND ADVANCES TO CUSTOMERS
Analysis of loans and advances to customers:
30 June 2014 31 December 2013
Corporate loans and advances
Loans and advances 5,447,794 5,031,088
Discounted hills 85,603 97,993
Subtotal 5,633,397 5,129,081
Personal loans and advances 2,307,510 2,095,632
Gross loans and advances 7,840,807 7,224,713
Allowance for impairment losses
Individually assessed (52,288) (50,127)
Collectively assessed {285,365) (272,064)
Total allowance for impairment losses {337,653) (322,191)
Loans and advances to customers, net 7,503,254 6,902,522
Analysis of loans and advances to customers by collective and individual assessments:
Identifled impaired loans and advances (2}
Loans and
advances for {dentified impaired
which the Forwhich the Forwhich the gross loans and
allowance is allowanceis allowance is advances as a % of
collectively  coHectively individually total gross loans
assossod (1) assossod assossed  Subtotal Total and advancos
30 June 2014
Gross loans and
advances 7,743,434 17,082 80,391 97,473 7,840,907 1.24
Adlowance for
impairment
losses {272,844) {12,521) (52,288)  (64,809) (337,653
Loans and
advances to
customers, net 7,470,590 4,561 28,103 32,664 7,503,254
31 December 2013
Gross loans and
advances 7,136,932 15,426 72,355 87,781  7,224713 1.22
Allowance for
impairment
losses {261,624) {10,440 (50,127) (60,667)  (322,191)
Loans and
advances to
customers, net 6,875,308 4,986 22,228 27,214 6,902,522
(1 Loans and advances for which the allowance is collectively assessed consist of loans and
advances which have not been specifically identified as impaired.
(2) Identified impaired loans and advances include loans for which objective evidence of

impairment exists and which have been identified as bearing impairment losses, which are
measured either individually {corporate loans and advances) or collectively (personal loans

and advances).
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23

LOANS AND ADVANCES TO CUSTOMERS (Continued)

Movements of the allowance for impairment losses on loans and advances to customers:

1 January 2014

Impairment alfowance on

loans charged

Reversal of impairment aliowance

Net additions

Wirite-offs and transfer out
Recovery of loans and advances

written off in previous years
Unwinding of discount on allowance
Exchange difference

30 June 2014

1 January 2013

Impairment allowance on

loans charged

Reversal of impairment allowance

Net additions

Write-offs and transfer out
Recovery of loans and advances

written off in previous years
Unwinding of discount on allowance
Exchange difference

31 December 2013

Six months ended 30 June 2014

Individually Collectively
assessed assessed
allowance allowance Totat
50,127 272,064 322,191
16,030 38,794 54,824
{3,614) {24,125) {27,739)
12,416 14,669 27,085
(10,359) (1,410) (11,769)
343 116 459
{248) (132) (380)
9 58 67
52,288 285 365 337,653
Year ended 31 December 2013
Individually Collectively
assessed assessed
allowance allowance Total
52,242 227,746 279,988
16,390 73,442 89,832
{10,785) (26,921) (37,706)
5,605 46,521 52 126
(7,842} {1,942) (9,784)
600 220 820
(454} (239) {693)
(24) {242) (266)
50,127 272,064 322,191
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24 AVAILABLE-FOR-SALE FINANCIAL ASSETS
30 June 2014 31 December 2013

Debt securities issued by:

Governments 144,198 149,808

Public sector and quasi-governments 432,049 409,382

Financial institutions 72,403 52,030

Corporates 174,661 167,724

Subtotal 823,311 778,944
Equity instruments 1,347 819
Fund investments 1,134 088
Others 957 560
Total 826,749 781,311
Analyzed as:
Debt securities

Listed in Hong Kong 17,591 14,442

Listed ocutside Hong Kong (1) 791,648 749,029

Uniisted 14,072 16,033
Equity instruments, fund investments

and others

Listed outside Hong Kong 1,562 1,141

Unlisted {2) 1,876 666
Total 826,749 781,311

{1 Debt securities traded on the China Domestic Interbank Bond Market are included in “Listed
outside Hong Kong".

(2) Certain unlisted equity instruments are measured at cost because their fair value cannot be
reliably measured.
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25 HELD-TO-MATURITY INVESTMENTS
30 June 2014 31 December 2013

Debt securities issued by:

Governments 533,701 519,265

Public sector and quasi-governments 899,364 808,838

Financial institutions 48,507 29,688

Corporates 155,824 166,623
Gross amount 1,637,396 1,624,414
Allowance for impairment losses

Collectively assessed (771) {599)
Held-to-maturity investments, net 1,636,625 1,623,815
Analyzed as:

Listed in Hong Kong 1,151 715

Listed outside Hong Kong (1) 1,629,035 1,521,141

Unlisted 6,439 1,959
Total 1,636,625 1,523,815

) Debt securities traded on the China Domestic Interbank Bond Market are included in “Listed
outside Hong Kong".,

26 DEBT INSTRUMENTS CLASSIFIED AS RECEIVABLES
30 June 2014 31 December 2013

Debt instruments:

Receivable from the MOF (1) 362,054 362,054
Special government bond (2) 93,300 93,300
Public sector and quasi-governments bonds 66,102 66,485
Financial institution bonds 31,213 27,124
Corporate bonds 31,758 31,018
Certificate treasury bonds and savings
treasury bonds 4,345 6,037
Others 8,765 6,414
Gross amount, unlisted 597,537 592,432
Allowance for impairment losses
Individually assessed (45) (44)
Collectively assessed {(668) (298)
Total allowance for impairment losses {(713) (342)

Debt instruments classified as receivables, net 596,824 592,000

N Pursuant to the "Notice on Relevant Issues Concerning the Disposal of Non-performing Assets
of Agricuftural Bank of China” (Caijin [2008] No.138} issued by the Ministry of Finance (the
“MOF™), receivable from the MOF is to be settled annually over a tentative period of 15 years
starting from 1 January 2008 and bears interest at 3.3% per annum.

(2 Special government bond refers to the non-transferable bond issued by the MOF in 1998 in
the aggregate principal amount of RMB93.3 billion fo the Predecessor Entily for capital
replenishment, The bond will mature in 2028 and bears interest at a fixed rate of 2.25% per
annum, from 1 December 2008.
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27 PROPERTY AND EQUIPMENT

Electronic
equipment,
furniture and Motor Construction

Buildings fixtures vehicles in progress Total
Cost
1 January 2014 124,294 55,314 4,746 28,682 213,036
Additions 543 931 14 4,112 5,600
Transfers 4,181 209 - {4,390) -
Disposals (352) {487) (223) - {1,062)
30 June 2014 128,666 55,967 4,537 28,404 217,574
Accumulated depreciation
1 January 2014 {31,529) {27,400) (2,947) - {61,876)
Charge for the period (3,660) (4,254) (155) - {(8,069)
Eliminated on disposals 218 365 219 - 802
30 June 2014 (34,971} {31,289) (2,883) - (69,143)
Allowance for impairment

losses

1 January 2014 (288) (10) (2) (1 (301)
Impairment loss (1) - - (6) (7}
Eliminated on disposals 3 - - - 3
30 June 2014 (286) {10) (2) {7) (305)
Carrying value
30 June 2014 93,409 24,668 1,652 28,397 148,126
1 January 2014 92,477 27,904 1,797 28,681 150,859
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27 PROPERTY AND EQUIPMENT (Continued)

Electronic
equipment,
furniture and Motor Construction
Buildings fixtures vehicles in progress Total
Cost
1 January 2013 112,618 48,476 4,030 26,375 191,499
Additions 2,001 8,472 964 13,503 24,940
Transfers 10,196 1,000 - (11,196) -
Disposals {521) {2,634) (248) - (3,403)
31 December 2013 124,294 55314 4,746 28,682 213,036
Accumulated depreciation
1 January 2013 {24,688) (22,141) (2,873) - (49,702)
Charge for the year (7,011) {7.795) (313) - (15,119)
Eliminated on disposals 170 2,536 239 - 2,945
31 December 2013 (31,529) (27,400) (2,947) - (61,876)
Allowance for impairment
losses
1 January 2013 {293) (10) (3) (1) (307)
Impairment loss {14) - - - {14)
Eliminated on disposals 19 - 1 - 20
31 December 2013 (288) {10) {2) (1 {301)
Carrying values
31 December 2013 92,477 27,904 1,797 28681 150,859
1 January 2013 87,637 26,325 1,154 26,374 141,490

According to the relevant laws and regulations, subsequent to the Bank's transformation into a
joint stock company, the legal title of properties previously held by the Predecessor Entity are
to be transferred to the Bank. As at 30 June 2014, the registration transfer process of certain
properties has not been completed. Management believes that the incomplete registration
transfer process does not affect the rights of the Bank as the legal successor to those assets.

The carrying amounts of buildings located on land with the following remaining lease terms are

as follows:

30 June 2014 31 December 2013
Held in Hong Kong
on long-term lease (over 50 years) 84 83
Held outside Hong Kong
on long-term lease (over 50 years) 4,622 4,451
on medium-term lease (10 - 50 years) 79,984 79,003
on shor-term lease (less than 10 years) 8,719 8,940
Subtotal 93,325 92,394
Total 93,409 92,477
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M

DEFERRED TAXATION

For the purpose of presentation in the condensed consolidated interim statement of financial
position, certain deferred tax assets and liabilities have been offset when there is a legally
enforceable right to offset current tax assets against current tax liabilities and when the
deferred income taxes relate to the same fiscal authority. The following is the analysis of the
deferred tax balances:

30 June 2014 31 December 2013

Deferred tax assets 70,334 74,075
Deferred tax fiabilities (5) (8)
Net 70,329 74,067

The following are the movements and major deferred tax assets and liabilities recognized:

Fair value
Allowance for Accrued but Early changes of
impairment not paid retirement financial
losses staff cost benefits Provislon Instruments Others Total
1 January 2014 56,137 6,165 2,589 1,181 8,011 (16) 74,067
Credit/(charge) to the
condensed
consolidated interim
income statement 2,034 180 {200) 1,060 {1,402) 5) . 1,667
Charge to other
comprehensive
income - - - - {5,405) - (5,405}
30.June 2014 58,171 6,345 2,389 2,241 1,204 {21) 70,329
Fair value
Allowance for Accrued but Early changes of
impairment not paid retirement financtal
losses staff cost benefits Provision instruments Others Total
1 January 2013 46,289 6,388 2,044 879 437 (3) 56,934
Credit/{(charge) to the
consolidated
income statement 9,848 (223) {355) 302 347 {13} 9,906
Credit to other
comprehensive
income - - - - 7,227 - 7,227
31 December 2013 56,137 6,165 2,589 1,181 8,011 {i16) 74,067
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28 DEFERRED TAXATION (Continued)

(2) Deferred income tax assets/(liabilities) and related temporary differences, before offsetting
qualifying amounts, are attributable o the following items:

30 June 2014

31 December 2013

Deductible/ Deductiblie/

(taxable) Deferred (taxable) Deferred
temporary tax assets/ temporary tax assets/
difference (liabilities) difference (liabilities)

Deferred tax assets
Allowance for impairment

losses 232,742 58,171 224,604 56,137
Accrued but not paid staff

cost 25,380 6,345 24,661 6,165
Fair value changes of

financial instruments 16,621 4,155 42 899 10,725
Early retirement benefits 9,555 2,389 10,356 2,589
Provision 8,966 2,241 4723 1,181
Others 41 10 40 9
Subtotal 293,305 73,311 307,283 76,8086
Deferred tax liabilities
Fair value changes of

financial instruments (11,803) (2,951) (10,857) (2,714)
Others (137) (31) (187) (25)
Subtotal {11,940) (2,982) {11,014) (2,739)
Net 281,365 70,329 296,269 74,087
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29 OTHER ASSETS

30 June 2014

31 December 2013

Interest receivable 95,215 75,022
Accounts receivable and temporary payments (1) 28,655 18,656
Land use rights {(2) 23,468 23,857
Premiums receivable and reinsurance assets 10,663 9,346
Investment property 3,335 3,312
Long-term deferred expenses 3,285 3,480
Intangible assets 2,671 2,627
Foreclosed assels 571 873
Others 2,987 1,435
Total 170,850 138,608

(N Accounts receivable and temporary payments primarily include items in the process of clearing

and setilement.

(2) Land use rights

The carrying amount of land use rights (including leasehold land in Hong Kong) analysed by

the remaining terms of the leases:

Held in Hong Kong

30 June 2014

31 December 2013

30

on long-term lease (over 50 years) 1,033 1,023
Held outside Hong Kong

on long-term lease (over 50 years) 375 367

on medium-term lease (10-50 years) 22,019 22,402

on short-term lease (less than 10 years) 41 65

Subtotal 22,435 22,834
Total 23,468 23,857

According to the relevant laws and regulations, subsequent to the Bank's transformation into a
joint stock company, fand use rights previously held by the Predecessor Entity are to be
transferred to the Bank. As at 30 June 2014, the registration transfer process of certain land
use rights has not been completed. Management believes that the incomplete registration
transfer process does not affect the rights of the Bank as the legal successor to those land use
rights.

DEPOSITS FROM BANKS AND OTHER FINANCIAL INSTITUTIONS
30 June 2014 31 December 2013

Deposits from:

Domestic banks 230,672 172,322
Other domestic financial institutions 667,720 547,711
Overseas bhanks 12,633 8,153
Other overseas financial institutions 1,687 1,168
Total 912,712 729 354
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PLACEMENTS FROM BANKS AND OTHER FINANCIAL INSTITUTIONS
30 June 2014 31 December 2013

Placements from:

Domestic banks and other financial institutions 84,775 64,511
QOverseas banks and other financial institutions 146,353 109,852
Total 231,128 174,363

FINANCIAL LIABILITIES HELD FOR TRADING
The financial liabilities held for frading are liabilities related to precious metal contracts.
FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS

30 June 2014 31 December 2013

Principal guaranteed wealth management
products 279,610 285,454

The Group designates wealth management products with principal guaranteed by the Group
as financial liabilities at fair value through prefit or loss. The correspending investments are
designated financial assets at fair vaiue through profit or loss. As at 30 June 2014, the fair
vatue of these products issued by the Group were lower than the contractual amount payable
to the holders of these products upen maturity by RMB7,930 miltion (31 December 2013:
RMBS,104 million.

For the six months ended 30 June 2014 and the year of 2013, there were no significant
changes in the fair value of the Group's financial liabilities designated at fair value through
profit or loss that were attributable to the changes in the Bank's own credit risk.
FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS

30 June 2014 31 December 2013

Analyzed by type of collateral:

Debt securities 123,292 26,391
Bills 32 37
Loans 598 359
Total _ 123,922 26,787

The collateral pledged under repurchase agreement is disclosed in Note 47 Contingent
Liabilities and Commitments - Collateral.
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DUE TO CUSTOMERS

Demand deposits

Corporate customers
Individual customers

Time deposits

Corporate customers
individual customers

Pledged depoesits
Others

Total

(1)

30 June 2014 31 December 2013
3,072,911 3,014,858
3,557,457 3,437,661
1,671,898 1,345,988
3,828,852 3,490,197

357,527 247,656
420,859 275,051
12,809,504 11,811,411

Analyzed by the activity to which the pledged deposits are related:

Bank acceptances
Trade finance

Guarantee and letters of gquarantea

Letters of cradit
Others

Total

DEBT SECURITIES ISSUED

Bonds issued

Certificates of deposit issued
Interbank certificates of deposit issued

Totat

(1)
(2)
)

30 June 2014 31 December 2013
132,821 89,842
70,558 30,3056
50,898 45,625
29,104 29,918
74,146 51,966
357,527 247,656

30 June 2014 31 December 2013
151,952 156,300
112,062 106,991
11,344 2,970
275,358 266,261

As at 30 June 2014 and 31 December 2013, there was no default for these debt securities

issued.
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(1)

DEBT SECURITIES ISSUED (Continued)

The carrying value of the Group’s bonds issued are as follows:

30 June 2014 31 December 2013

4.0% subordinated fixed rate bonds

maturing in May 2024 (i 25,000 25,000
5.3% subordinated fixed rate bonds

maturing in June 2026 (i} 50,000 50,000
3.2% fixed rate RMB bonds maturing in

November 2015 {iii) 1,000 1,000
4.99% subordinated fixed rate bonds

maturing in December 2027 (iv) 50,000 50,000
Medium term notes issued (V) 26,061 5,404
3.3% subordinated fixed rate bonds

maturing in May 2019 (vi) - 20,000
Subordinated floating rate bonds maturing

in May 2019 (vii) - 5,000
Total nominal value 152,061 156,404
Less: UUnamortized issuance cost and

discounts {109) (104)
Carrying value 151,952 156,300

Pursuant to the approval by relevant regulatory authorities, the bonds issued by the Bank are
set out as below:

(i)

(if)

(i)

(iv)

The subordinated fixed rate bonds issued in May 2009 have a tenor of 15 years, with a
fixed coupon rate of 4.0%, payable annually. The Bank has an option to redeem all of
the bonds at face value on 20 May 2019. if the Bank does not exercise this option, the
coupon rate of the bonds will increase to 7.0% per annum from 20 May 2019 onwards.

The subordinated fixed rate bonds issued in June 2011 have a tenor of 15 years, with a
fixed coupon rate of 5.3%, payable annually. The Bank has an oplion to redeem all of
the bonds at face value on 7 June 2021. If the Bank does not exercise this option, the
coupon rate of the bonds will remain at 5.3% per annum from 7 June 2021 onwards.

The RMB bonds issued in Hong Kong in November 2012 have a tenor of 3 years, with a
fixed coupon rate 3.2%, payable semi-annually.

The subordinated fixed rate bonds issued in December 2012 have a tenor of 15 years,
with a fixed coupon rate of 4.99%, payable annually. The Bank has an option to redeem
all of the bonds at face value on 20 December 2022. If the Bank does not exercise this
option, the coupon rate of the bonds will remain at 4.99% per annum from
20 December 2022 onwards.
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36 DEBT SECURITIES ISSUED (Continued)
(1) The carrying value of the Group's bonds issued are as follows (Continued):
(v} On 4 Juiy 2013, the Bank's Hong Kong Branch was approved by the Stock Exchange of
Hong Kong Limited for the listing of a Medium Term Note (MTN) Programme fotaling

USD5,000 million. As at 30 June 2014, the details of MTNs issued under this
programme were as follows:

Maturity dates Coupoen Outstanding
ranging from rates (%) balance
July 2014
Fixed rate RMB MTNs to December 2018 2.00-3.60 17,439
November 2014
Fixed rate USD MTNs to December 2018 1.15-2.88 7,332
3-month USD LIBOR
April 2015 plus 1.20 to 1.33
Fioating rate USD MTNs to March 2017 per annum 791
Fixed rate HKD MTN May 2015 1.45 79
Zero coupon EUR MTN December 2014 - 420
Total 26,061

{vi) The subordinated fixed rate bonds issued in May 2009 had a tenor of 10 years, with a
fixed coupon rate of 3.3%, payable annually. The Bank had an option and had exercised
the option to redeem all of the bonds at face value on 20 May 2014.

{vii) The subordinated floating rate bonds issued in May 2009 had a tenor of 10 years. The
coupon rate was based on the PBOC one-year fixed deposit rate on the issue date and
reset annually plus 60 basis points. Interest was payable annually. The Bank had an
option and had exercised the option to redeem all of the bonds at face value on
20 May 2014.

(2) As at 30 June 2014, certificates of deposit were primarily issued by the Hong Kong Branch,
the Singapore Branch, the New York Branch and the Tokyo Branch of the Bank and were
measured at amortized cost.

(3) The Bank's head office issued three-month interbank certificates of deposit of
RMB4,500 milion and six-month interbank certificates of deposit of RMB7,000 million,
respectively. These interbank certificates of deposit wili mature in the second half year of
2014,

35




AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)

37

(1)

OTHER LIABILITIES

30 June 2014

31 December 2013

Interest payable 171,223 163,328
Clearing and seltlement 53,452 51,365
Staff costs payable (1) 42,385 45,573
Insurance liabilities 36,901 30,864
Income taxes payable 25,963 44,263
Business and other taxes payable 6,901 7,492
Provision 8,966 4,723
Amount payable to the MOF (2) 4,273 1,538
Dormant accounts 1,855 1,871
Others 23,332 44,365
Total 375,251 395,383
Staff costs payable
Six months ended 30 June 2014
1 January Accrued Paid 30 June
Salaries, bonuses,
allowances and subsidies (i} 24,973 34,304 (35,077) 24,200
Social insurance (i) 884 9,325 (8,745) 1,464
Housing funds 245 3,814 (3,604) 455
Labor union fees and staff
education expenses 2,726 1,515 {675) 3,566
Early retirement benefits (ii) 10,356 559 {1,360) 9,555
Others 6,389 3,133 6,377) 3,145
Total 45573 52,650 (55,838) 42,385
2013
1 January Accrued Paid 31 December
Salaries, bonuses,
allowances and subsidies (i) 25,704 63,758 {64,489) 24,973
Social insurance (i) 1,866 16,939 {17,921) 884
Housing funds 301 7,213 (7,269) 245
Labor union fees and staff
education expenses 2,304 2,827 (2,405) 2,726
Early retirement benefits (i) 11,777 1,854 (3,275) 10,356
Others 5,745 12,138 {11,494) 6,389
Total 47,697 104,729 {106,853) 45,573

() Salaries, bonuses, allowances and subsidies, retirement benefits and other social
insurance are timely distributed and paid in accordance with the related laws and

regulations and the Group's policy.
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37 OTHER LIABILITIES (Continued)
{1) Staff costs payable (Continued)
(i) Early retirement benefits

The amounls recognized in the condensed consolidated interim income statement in
respect of the early retirement benefits are as follows:

Six months ended 30 June

2014 2013

Interest cost 212 176

Actuarial loss recognized in the period 33 682

Past service cost 16 237

Total 559 1,095

The principal assumptions used for the purpose of the actuarial valuations were as

follows:

30 June 2014 31 December 2013

Discount rate 3.72% 4.38%

Annual average medical expense growth rate 8.00% 8.00%

Annual subsidies growth rate 8.00% 8.00%
Normal retirement age

- Male 60 60

- Female 55 55

Assumptions regarding future mortality experience are based on the China Life
Insurance Mortality Table (year 2000 - 2003) (published historical statistics in China).

During the six months ended 30 June 2014 and the year ended 31 December 2013, the
Group had no default on the above staff costs payable.

2) Amount payable to the MOF

Pursuant to the “Notice on Relevant Issues Concerning the Disposal of Non-performing
Assets of Agricultural Bank of China” {Caijin [2008] No. 138) issued by the MOF, the MOF
commissioned the Bank to manage and dispose of the non-performing assets transferred.
The amount payable to the MOF represents proceeds collected by the Group from the
disposal of these non-performing assets on behalf of the MOF.
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40

SHARE CAPITAL

During the six months ended 30 June 2014 and the year ended 31 December 2013, there
was no change in the Bank’s share capital.

As at 30 June 2014 and 31 December 2013
Number of shares

(millions) Nominal value

Registered, issued and fully paid:
A shares of RMB1 each 294,055 294,055
H shares of RMB1 each 30,738 30,739
Total 324,794 324,794

A shares refer to the ordinary shares fisted in Mainland China. They are offered and traded in
RMB. H shares refer to the ordinary shares listed in Hong Kong. Their par value is
denominated in RMB. They were initially offered and are currently traded in HKD.

As at 30 June 2014, 9,892 million A shares and none of the H shares of the Bank with par
value of RMB1 per share were subject to lock-up restriction respectively (31 December 2013
9,892 millicn A shares and none of the H shares, respectively).

CAPITAL RESERVE

The capital reserve represents the share premium related to ordinary shares issued by the
Bank in 2010. Share premium was recorded in the capital reserve after deducting direct issue
costs, which consisted primarily of underwriting fees and professional fees.

INVESTMENT REVALUATION RESERVE

Six months ended 30 June 2014

Gross
amount Tax effect Net effect
1 January 2014 {30,313) 7,541 (22,772)
Fair value changes on available-for-sale
financial assets 21,876 (5,420) 16,456
Transferred to the condensed consolidated
interim income statement upon disposal
of available-for-sale financial assets (25) 8 {(19)
30 June 2014 {8,462) 2,127 (8,335)
2013
Gross
amount Tax effect Net effect
1 January 2013 (1,224) 323 {901)
Fair value changes on available-for-sale
financial assets (29,440) 7,306 (22,134)
Transferred fo the consolidated income
statement upon disposal of available-for-
sale financial assets 351 (88} 263
31 December 2013 (30,313) 7,541 (22 772)
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41 SURPLUS RESERVE

Under PRC Law, the Bank is required to transfer 10% of its net profit determined under the
PRC GAAP to a non-distributable statutory surpius reserve. Appropriation to the statutory
surplus reserve may cease when the balance of this reserve has reached 50% of share
capital.

Subject to the approval of the equity holders, the statutory surplus reserves can be used for
replenishing the accumulated losses or increasing the Bank's share capital. The statutory
surplus reserves amount used to increase the share capital is limited to a level where the
balance of the statutory surplus reserves after such capitalization is not less than 25% of the
share capital.

42 GENERAL RESERVE

Pursuant to Caijjin [2012] No. 20 “Requirements on Impairment Allowance for Financial
Institutions” (the “Requirement”) issued by the MOF, effective 1 July 2012, in addition to the
impairment allowance, the Bank establishes a General Reserve within equity holders’ equity
through the appropriation of profit to address unidentified potential impairment losses. The
General Reserve should not be less than 1.5% of the aggregate amount of risk assets as
defined by the Requirement. The General Reserve includes reguiatory reserve appropriated
by the Bank's overseas branches (“Overseas Institutions™) pursuant to local reguiatory
regquirements.

Pursuant to relevant PRC regulatory requirements, some domestic subsidiaries of the Bank
are required to appropriate certain amounts of their net profit as General Reserves.

During the six months ended 30 June 2014, the Group transferred RMB17,469 million (six
months ended 30 June 2013: RMB63,829 million} to the General Reserve pursuant to the
regulatory requirements in the PRC and overseas jurisdictions. Of this amount,
RMB17,330 million (six months ended 30 June 2013: RMB63,482 million) related to the
appropriation proposed for the year ended 31 December 2013 which was approved in the
annual general meeting held on 23 June 2014,

43 CASH AND CASH EQUIVALENTS

For the purpose of the condensed consolidated interim statement of cash flows, cash and
cash equivalents include the following balances with an original maturity of less than three

months:
30 June 2014 30 June 2013
Cash 93,420 79,283
Balance with central banks 192,437 107,943
Deposits with banks and other financial institutions 99,426 57,965
Placements with and loans to banks and other
financial institutions 340,040 126,965
Financial assets held under resale agreements 468,211 297,899
Total 1,193,534 670,055
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OPERATING SEGMENTS

Operating segments are identified on the basis of internal reports about the components of the
Group that are regularly reviewed by the Board and relevant management committees, which
constitute the chief operating decision makers, for the purposes of allocating resources to
segments and assessing their performance. The Group's chief operating decision makers
review three different sets of financial information, They are financial information based on
(i) geographical locations, (i) business activities and (jii) County Area and Urban Area banking
business.

The measurement of segment assets and liabilities, as well as segment revenue, expense and
results is based on the Group's accounting policies. There is no difference between the
accounting policies used in the preparation of the condensed consolidated interim financial
statements and those used in preparing the operating segment information.

Transactions between segments are conducted under normal commercial terms and
conditions. Internal charges and transfer pricing are determined with reference to market
rates and have been reflected in the perfermance of each segment.

Segment revenues, results, assets and fabilities include items directly aftributable to a
segment as well as those that can be allocated on a reasonable basis.

Geographical operating segments

The details of the geographical operating segments are as follows:

Head Office

Yangtze River Delta:  Shanghai, Jiangsu, Zhejiang, Ningbo

Pearl River Delta: Guangdong, Shenzhen, Fujian, Xiamen

Bohai Rim: Beijing, Tianjin, Hebei, Shandong, Qingdao

Central China: Shanxi, Hubei, Henan, Hunan, Jiangxi, Hainan, Anhui

Western China: Chongging, Sichuan, Guizhou, Yunnan, Shaanxi, Gansu, Qinghai,
Ningxia, Xinjiang (including Xinjiang Bingtuan), Tibet, inner Mongolia,
Guangxi

Northeastern China:  Liaoning, Heilongjiang, Jilin, Dalian
Overseas and Others: Overseas branches and subsidiaries
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44

OPERATING SEGMENTS {Continued)

Business operating segments

The details of the business operating segments are as follows:

Corporate banking

The corporate banking segment provides financial products and services to corporations,
government agencies and financial institutions. The range of products and services includes
corporate loans and advances, trade finance, deposit products, corporate wealth management
services and other types of corporate intermediary services.

Personal banking

The personal banking segment provides financial products and services to individual
customers. The range of products and services includes personal loans, deposit products,
card business, personal wealth management services and other types of personal intermediary
services.

Treasury operations

The Group's treasury operations conduct money market and repurchase transactions, debt
instruments investments, precious metal transactions, and derivative transactions for its own
accounts or on behalf of customers.

Others

Others comprise components of the Group that are not attributable to any of the above

segments, along with certain assets, liabilities, income or expenses of the Head Office that
could not be allocated on a reasonable basis.
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44 OPERATING SEGMENTS {(Continued)

Business operating segments (Continued)

Corporate Perscnal  Treasury Consolidated
banking banking operations Others total

For the six months ended 30 June 2014
External interest income 171,392 66,243 98,405 1,792 337,832
External interest expense (43,830)  {73,904) (9,882) {778} (128,394)
Inter-segment interest (expense)/income (9,663} 83,057 (73,394} - -
Net interest income 117,899 75,396 15,129 1,014 209,438
Fee and commission income 28,093 21,744 - 604 50,441
Fee and commission expense {901} (1,692) - - {2,593)
Net fee and commission income 27,192 20,052 - 604 47,848
Net trading gain - - 2,771 27 2,798
Net gain on financial instruments

designated at fair value through profit or

loss - - 506 27 5633
Net (loss)/gain on investment securities - - (14) 39 25
Other operating income 661 561 735 5310 7,267
Operating income 145,752 96,009 19,127 7,021 267,909
Operating expenses (45,865) (42,864) (8,526) (6,131) {103,386)
Impairment losses on assets (18,292) {9,002) (1,506} (139) {28,939)
Profit before tax 81,695 44,143 9,095 751 135,584
Income tax expense {31,617)
Profit for the period 104,067
Depreciation and amortization included in

operating expenses (2,098} (5,395) {1,805) {38) (9,334)
Capital expenditure 1,301 3,731 1,504 14 6,550
As at 30 June 2014
Segment assets 5,613,626 2,673,861 7,656,427 92365 15,936,278
Including: investments in associates and

joint ventures - - - - -

Unallocated assets 70,334
Total assets 16,006,612

Segment liabilities

{5,809,251) {8,011,493) (1,113,128) (139,035) (15,072,907)

Unallocated liabilities
Total liabilities

Credit commifments 1,365,627

(25,968)

{15,098,875)

309,482 - - 1,675,009
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OPERATING SEGMENTS (Continued)

Business operating segments (Continued)

Corporate Personal

Treasury

Consolidated

banking banking operations  Others total
For the six months ended 30 June 2013
External interest income 145,512 54,051 95,592 1,308 296,463
External interest expense (37,868) (66,563) (11,339) (691} (116,461)
Inter-segment interest (expense)fincome {7,070) 78,993 (71,923) - -
Net interest income 100,574 66,481 12,330 817 180,002
Fee and commission Income 29,336 19,848 - 540 49,721
Fee and commission expense (707} (1,417) - - (2,124)
Net fee and commission income 28,628 18,429 - 540 47,597
Net trading gain/{loss) - - 2,135 (62) 2,073
Net gain on financial instruments
designated at fair value through profit or
loss - - 39 51 90
Net gain ¢on investment securities - - 5 329 334
Other operating income 574 433 556 4,385 5,948
Operating income 129,776 85,343 15,065 5,860 236,044
Operating expenses (40,703)  (40,815) (7,632) (4,921) {94,071)
Impairment losses on assets (9,893) (12085 {337) (156) (22,471)
Profit before tax 79,180 32,443 7,096 783 119,502
Income: tax expense {27,118)
Profit for the period 92,384
Depreciation and amortization included in
operating expenses (1,839} (4,998) {1,569) {40} (8,444)
Capital expenditure 1,205 3,274 1,028 6 5,513
As at 31 December 2013
Segment assets 5,061,143 2,404,907 6,937,843 84,134 14,488,027
Including: Investments in associates and
joint ventures - - - 1 1
Unallocated assets 74,075
Total assets 14,662,102

Segment liabilities
Unaflocated liabilities

Total liabilities

Credit commitments

(6,206,616) (7,444,267)

(948,508) (73,905) (13,673,294)

1,181,880 300,085

(44,271}
13,717,565

- 1,481,945
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OPERATING SEGMENTS {Continued)

County Area and Urban Area segments

The Group's cperating segments organized by County Area and Urban Area banking business

are set out as follows:

County Area banking business

The Group's County Area banking business provides a broad range of financial products and
services to customers in designated County Area, through its operating branches in the
counties or county-level cities throughout the PRC. The products and services mainly
comprise loans, deposits, bank cards, and other types of intermediary services.

Urban Area banking business

The Group’s Urban Area banking business comprises all banking activities outside of the

County Area banking business, overseas branches and subsidiaries.

For the six months ended 30 June 2014
External inferest income

External interest expense

Inter-segment interest incomef{expense})
Net interest income

Fee and commission income
Fee and commission expense
Net fee and commission income

Net trading gain

Net {loss)/gain on financial instruments
designated at fair value through profit
or loss

Net gain on investment securities

Other operating income

Operating income
Operating expenses
Impairment losses on assets

Profit before tax
Income tax expense
Profit for the period

Depreciation and amortization included in
operating expenses
Capital expenditure

As at 30 June 2014

Segment assets

Including: Investments in associates and
joint ventures

Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Credit commitments

County Area Urban Area

banking banking Consolidated
husiness  husiness Eliminations total
80,286 257,546 - 337,832
{45,278) (83,116) - {128,394)
46,250 (46,250) - -
81,258 128,180 - 209,438
17,072 33,389 - 50,441
{958) {1,635) - {2,593)
16,114 31,734 - 47 848
138 2,660 - 2,798

(8) 541 - 533

- 25 - 25

1,145 6,122 - 7,267
98,647 169,262 - 267,909
{41,230) (62,1586) - (103,388)
{13,499) (15,440} - {28,939)
43,918 91,666 - 135,584
(31,517)

104,067

{4,281} {5,053) - {9,334)
1,599 4,951 - 8,550
5,883,344 10,142,138 (89,204) 15,938,278
70,334

16,008,612

(5,578,144 (9,583,967} 89,204 (15,072,907)
{25,968)

(15,098,875)

338,919 1,338,090 - 1,675,009
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44 OPERATING SEGMENTS (Continued)
County Area and Urban Area segments (Continued)

County Area Urban Area
banking banking

Consolidated

business business Eliminations total
For the six months ended 30 June 2013
External interest income 69,580 226,883 - 296,463
External interest expense (40,253} (76,208} - (116,461)
Inter-segment interest income/{expense) 47,196 {47,196) - -
Net interest income 76,623 103,479 - 180,002
Fee and commission income 17,870 31,851 - 49,721
Fee and commission expense (725) {1,399} - (2,124)
Net fee and commissicn income 17,145 30,452 - 47 597
Net frading gain 247 1,826 - 2,073
Net gain on financial instruments designated
at fair value through profit or loss 26 64 - 90
Net gain on investment securities - 334 - 334
Other operating income 944 5,004 - 5,048
Operating income 94,885 141,159 - 236,044
Operating expenses (39,064} (55,007} - (94,071)
impairment losses on assets (9,207} (13,264) - (22,471}
Profit before tax 46,614 72,888 - 119,602
Income tax expense (27,118)
Profit for the period 92,384
Depreciation and amortization included in
operating expenses (3,846) (4,598) - (8,444)
Capital expenditure 1,711 3,802 - 5513
As at 31 December 2013
Segment assets 5477335 9,076,193 (65,501} 14,488,027
including: Investments in associates and joint
ventures - i . 1
Unallocated assets 74,075
Total assets 14,562,102
Segment liabilities (5,191,798) (8,546,897} 65,501 (13,673,294)
Unallocated liabilities {44,271)
Total ligbilities (13,717,565)
Credit commitments 286,409 1,195,536 - 1,481,945
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45 RELATED PARTY TRANSACTIONS
(1) The Group and the MOF

As at 30 June 2014, the MOF directly owned 39.21% (31 December 2013: 39.21%) of the
share capital of the Bank.

The MOF is a Chinese government ministry, primarily responsible for managing state fiscal
revenue and expenditures, and establishing and enforcing taxation policies. It reports to the
Chinese State Council.

The Group had the following balances and transactions with the MOF in its ordinary course of
business under normal commercial terms:

30 June 2014 31 December 2013

Treasury bonds and special government bonds 737,756 729,892
Receivable from the MOF(Note 26) 362,054 362,054
Interest receivable
- treasury bonds and special government bonds 11,274 9,017
- receivable from the MOF 4,451 33
Amount payable to the MOF(Note 37) 4,273 1,639
Customer deposits 15,386 11,292
Interest payable 12 10
Other liability
- redemption of certificate treasury bonds on
behalf of the MOF 110 112
Six months ended 30 June
2014 2013
Interest income 18,891 17,595
Interest expense (25) (30)
Fee and commission income 4,135 4,818

Interest rate ranges far transactions with the MOF during the periods are as follows:

Six months ended 30 June

2014 2013

% %

Treasury bonds and receivable from the MOF 1.85-9.00 1.77-6.34
Customer deposits 0.01-3.25 0.05-3.25

The Group’s redemption commitment for government bonds underwriting is disclosed in
Note 47 Contingent Liabilities and Commitments.
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@)

RELATED PARTY TRANSACTIONS (Continued)

The Group and Huijin

Central Huijin Investment Ltd. ("Huijin”) is a wholly-owned subsidiary of China Investment
Corporation Limited, which is incorporated in Bejjing, PRC. Huijin was established to hold
certain equity interests in state-owned financial institutions as authorized by the State Council
and does not engage in other commercial activities, Huijin exercises its legal rights and
assumes obligations relative to the Bank on behalf of the PRC Government.

As at 30 June 2014, Huijin directly owned 40.28% (31 December 2013: 40.28%) of the share
capital of the Bank.

Transactions with Huijin

The Group had the following balances and transactions with Huijin in its ordinary course of
business under normal commercial terms:

30 June 2014 31 December 2013

Investment in debt securities 11,180 11,130
Interest receivable 347 134
Customer deposits 10,635 10,960
Interest payahle 2 158
Six months ended 30 June
2014 2013
Interest income 213 213
interest expense (58} {98)

Interest rate ranges for transactions with Huijin during the periods are as follows:

Six months ended 30 June

2014 2013

% %

Debt securities 3.14 -4.20 3.14 -4.20
Customer deposits 0.72 - 3.30 0.72-3.30
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45 RELATED PARTY TRANSACTIONS (Continued)
(2) The Group and Huijin {Continued)
Transactions with companies under Huijin

Huijin has equity interesls in certain other banks and financial institutions under the direction of
the Chinese Government. The Group enters into transactions with these banks and financial
institutions in the ordinary course of business under normal commercial terms. Corresponding
balances with these banks and financial institutions were as follows:

30 June 2014 31 December 2013

Investment in debt securities 752,280 686,833
Deposits with banks and other financial

institutions 60,332 21,059
Placements with and loans to banks and other

financial institutions 65,460 31,928
Derivative financial assets 284 623
Financial assets held under resale agreements 48,520 88,706
Loans and advances to customers 1,265 385
Deposits from banks and other financial

institutions 85,459 45,561
Placements from banks and other financial

institutions 44,010 26,362
Derivative financial liabilities 400 457
Financial assets sold under repurchase

agreements 105,765 11,859
Customer deposits - 200

(3) The Group and other government related entities

Other than as disclosed above, a significant portion of the Group's banking transactions are
entered into with government authorities, agencies, affilfates and other State controlled entities.
These transactions are entered into under normal commercial terms and conditions and mainly
include provision of credit and guarantee, deposits, foreign exchange transactions, derivative
transactions, agency services, underwriting and distribution of bonds issued by government
agencies, purchase, sales and redemption of investment securities issued by government
agencies.

Management considers that transactions with these entities are activities conducted in the
ordinary course of business, and that the dealings of the Group have not been significantly or
unduly affected by the fact that the Group and those entities are government related. The
Group has also established pricing policies for products and services and such pricing policies
do not depend on whether or not the customers are government authorities, agencies, affiliates
and other State controlled entities.
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(5)

(6)

RELATED PARTY TRANSACTIONS (Continued)
The Bank and its subsidiaries

The Bank entered into banking transactions with its subsidiaries at arm’s length in the ordinary
course of business.

Management considers that transactions befween the Bank and its subsidiaries are not
significant.

Key management personnel

Key management personnel are those persons who have the authority and responsibility to
plan, direct and control the activities of the Group. The Group enters into banking transactions
with key management personnel in the normal course of business. During the six months
ended 30 June 2014 and 2013, the Group had no material transactions with key management
personnel.

The Group and the Annuity Scheme

The Group had the following balances and transactions with the Annuity Scheme set up by the
Bank apart from the obligation for defined contribution to the Annuity Scheme:

30 June 2014 31 December 2013

Deposits from Annuity Scheme 8,050 8,050
Interest payable 21 15
Non-principal guaranteed wealth

management products issued by the Bank - 500

Six months ended 30 June

2014 2013

Interest expense 244 456

Interest rate range for transaction with the Annuity Scheme during the periods is as follows:

Six months ended 30 June

2014 2013
% %
Deposits from Annuity Scheme 5.76-6.20 5.30 -6.20
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(1)

(@)

STRUCTURED ENTITIES
Unconsolidated structured entities managed by the Group

The unconsolidated structured entities managed by the Group consist primarily of collective
investment vehicles ("WMP Vehicles”) formed to issue and distribute weaith management
products ("WMPs"), which are not subject fo any guarantee by the Group of the principal
invested or interest to be paid. The WMP Vehicles invest in a range of primarily fixed-rate
assets, most typically money market instruments, debt securities and loan assets. As the
manager of WMPs, the Group invests, on behalf of its customers, the funds raised in the
assets as described in the investment plan related to each WMP and receives fee and
commission income. The variable return that the Group has in relation to the WMPs is not
significant; therefore, the WMP Vehicles are not consolidated by the Group.

As at 30 June 2014, the outstanding WMPs issued by WMP vehicles (excluding those with the
principal guaranteed issued by the Group) amounted to RMB416,587 miliion (31 December
2013: RMB412,190 million), which represent the total size of the WMP vehicles. During the six
months ended 30 June 2014, the Group's interest in the WMP Vehicles included Net Fee and
Commission Income of RMB2,707 milfion (six months ended 30 June 2013: RMB2,714 million)
and Net Interest Income of RMB180 million (six months ended 30 June 2013: RMB224 miillion),
which related to placements and reverse repurchase agreement transactions by the Group with
WMP Vehicles.

The Group has entered intc placements and reverse repurchase agreement transactions at
market interest rates with the WMP Vehicles. The outstanding amount of these transactions
represents the Group’s maximum exposure to the WMP Vehicles. The average balance during
the six months ended 30 June 2014 and the outstanding balance as at 30 June 2014 of these
transactions were RMB10,818 million (weighted average outstanding period of 2.07 days) and
RMB253,017 million, respectively. The average balance during 2013 and the outstanding
balance as at 31 December 2013 of these transactions were RMB30,453 million (weighted
average outstanding pericd of 2.9 days) and RMB80,282 million, respectively. The Group was
under no cbligaticn to enter into these transactions. As at 30 June 2014 and 31 December
2013, the outstanding balance of these transactions was presented in Placements with and
Loans to Banks and Other Financial Institutions.

There were no contractual liquidity arrangements, guarantees or other commitments among or
between the Group, WMP vehicles or any third parties that could increase the level of the
Group’s risk from or reduce its interest in WMP vehicles disclosed above during the six months
ended 30 June 2014 and the year ended 31 December 2013. The Group is not required to
absorb any losses incurred by WMPs before other parties. During the period ended 30 June
2014 and the year ended 31 December 2013, no loss was incurred by the WMP Vehicles
relating to the Group’s interests in the WMP Vehicles, and the WMP Vehicles did not
experience difficulty in financing their activities.

Unconsoclidated structured entities held by the Group

The Group invests in a number of other unconsolidated structured entities which are sponsored
and managed by other entities for investment return, and records trading gains or losses and
interest income therefrom. These assets include underlying investments made by WMPs
managed by the Group, and for which the Group has provided investors of the WMPs with a
principal and/or return guarantee. As at 30 June 2014, the Group's maximum exposure to
these other unconsclidated structured entities is summarized in the table below.
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(2)

STRUCTURED ENTITIES {continued)

Unconsolidated structured entities held by the Group (continued)

As at 30 June 2014
Financial assets Debt
designated at fair Available- Held-to- instruments
value through for-sale maturity classified as
profits or losses investments  investment receivables Total
Interest in trust
products 187,209 - - - 187,209
Other debt
instruments 65,190 - - - 65,190
Asset
management
products issued
by other entities (i) - 957 - 8,765 9,722
Asset- backed
securities - 4773 - - 4,773
Fund investments - 1,134 - - 1,134
Mortgage-backed
securities - 54 43 - 97
Total 252,398 6,918 43 8,765 288,125
As at 31 December 2013
Financial assets Debt
designated at fair Available-for- Held-to- instrument
value through sale maturity  classified as
profits or losses  investments investment receivables Total
interest in trust
products 171,280 - - - 171,280
Other debt
instruments 38,710 - - - 38,710
Asset
management
products issued
by other entities (i) - 560 - 5,908 6,468
Asset-backed
securities - 1,918 - - 1,918
Fund investments - 988 - - 988
Mortgage-backed
securities - 87 45 - 132
Total 209,980 3,553 45 5,908 219,496

(i The asset management products issued by other entities primarily consist of WMPs, asset
management plans and debt investment plans.

The information of total size of the Unconsolidated Structured Entities listed above is not readily

available from the public.
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STRUCTURED ENTITIES (Continued)
Consolidated structured entities

The Group’s consolidated structured entities consist principally of WMP Vehicles that issue and
distribute WMPs with respect to which the Group has guaranteed the investor's principal
investment and/or return upon maturity of the WMP, regardless of its actual performance; and a
special purpose trust founded by a third party trust company for issuing asset backed securities
by the Group. During the six months ended 30 June 2014 and the year ended 31 December
2013, the Group did not enter into financing transactions with any of these WMP Vehicles and
the special purpose trust.

CONTINGENT LIABILITIES AND COMMITMENTS
Legal proceedings

The Bank and its subsidiaries are involved as defendants in certain lawsuits arising from their
normal business operations. As at 30 June 2014, provisions of RMB877 million (31 December
2013: RMB962 million) were made by the Group based on court judgments or advice of legal
counsel, and included in Note 37 Other Liabilities. Management of the Group believes that the
final result of these lawsuits will not have a material impact on the financial position or
operations of the Group.

Capital commitments

30 June 2014 31 December 2013

Contracted but not provided for 5,934 6,404
Authorized but not contracted for 1,246 1,261
Total 7,180 7,665

Credit commitments

30 June 2014 31 December 2013

Loan commitments
- With an original maturity of less than

1 year 53,746 36,858

- With an original maturity of 1 year or
above 405,940 434,411
Subtotal 459,686 470,269
Bank acceptances 462,576 404,852
Credit card commitments 236,111 219,682
Guarantee and letters of guarantee 247,693 191,073
Letters of credit 268,943 196,069
Total 1,675,009 1,481,945

Credit commitments represent credit cards and general credit facility limits granted to
customers under non-canceliable agreements. These general credit facilities may be drawn in
the form of loans or through the issuance of letters of credit, guarantee and letters of guarantee
or bank acceptances.
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47 CONTINGENT LIABILITIES AND COMMITMENTS (Continued)
Credit risk weighted amount for credit commitments

30 June 2014

Credit commitments 826,085

Credit risk weighted amount for credit commitments represents the counterparty credit risk
associated with credit commitments and is calculated in accordance with the “Capital Rules for
Commercial Banks (Provisional)” issued by the CBRC which was effective 1 January 2013 and
is dependent on, among other factors, creditworthiness of counterparties and maturity
characteristics of each type of contract. As at 30 June 2014, credit risk weighted amount for
credit commitments was measured under the Internal Ratings-Based approach as disclosed in
Note 50 Capital Management.

As at 31 December 2013, credit risk weighted amount for credit commitments was
RMB728,028 million, which was measured under the Weighted approach as disclosed in
Note 50 Capital Management.

Operating lease commitments

At the end of each reporting period, the Group, as a lessee, had commitments for future
minimum lease payments under non-canceflable operating leases which fall due as follows:

30 June 2014 31 December 2013

Within 1 year 3,477 3,575
1to 2 years 3,034 3,039
210 3 years 2,472 2,550
3to 5 years 3,080 2,627
Above 5 years 2,308 3,204
Total 14,371 14,895

in the current interim period, operating lease expense recognized as operating expense by the
Group was RMB2,156 million, and is included in Note 11 Operating Expenses (six months
ended 30 June 2013;: RMB1,851 million). ‘

Finance lease commitments

At the end of each reporting period, the Group, as a lessor, had the following non-cancellable
finance lease commitments:

30 June 2014 31 December 2013

Contractual amount 31 81

As at 30 June 2014, included in the Group's loans and advances are finance lease receivables
of RMB33,265 million (31 December 2013: RMB32,211 million), among which, majority of the
remaining maturity was within 1 to 5 years.
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CONTINGENT LIABILITIES AND COMMITMENTS (Continued)
Collateral
Asseis pledged

At the end of each reporting period, the carrying amounts of assets pledged as collateral under
repurchase agreements were as follows:

30 June 2014 31 December 2013

Debt securities 125,846 27,01
Bills 32 as
Loans 733 600
Total 126,611 27,649

The carrying value of financial assets sold under repurchase agreements by the Group as at
30 June 2014 was RMB123,922 million (31 December 2013; RMB26,787 million) as set out in
Note 34 Financial Assets Sold Under Repurchase Agreements. Repurchase agreements are
primarily due within 12 months from the effective dates of these agreements.

In addition, debt securities ¢lassified as available-for-sale and deposils with banks and cther
financial institutions pledged in accordance with regulatory requirements or as collateral of
derivative transactions by the Group as at 30 June 2014 amounted to RMB5,060 million in total
(31 December 2013: RMB5,637 million).

Collateral accepted

The Group received debt securities, bills, loans and other assets as collateral in connection -
with the purchase of assets under resale agreements as set out in Note 22 Financial Assets

Held under Resale Agreements. Certain of these collaterals can be resold or re-pledged. The

Group has accepted collateral that can be resold or re-pledged with a carrying amount of

RMBS8,175 million as at 30 June 2014 (31 December 2013; RMB1,744 million). The Group has

not resold or re-pledged any collateral accepted as at 30 June 2014 (as at 31 December 2013:

None).

Redemption commitment for government bonds

The Group is entrusted by the MOF to underwrite certain treasury bonds. The investors of
treasury bonds have a right to redeem the bonds at par at any time prior to maturity and the
Group is committed to honor such redemption requests. The redemption price is calculated as
the par value of the treasury bond plus unpaid interest in accordance with the terms of the
related early redemption arrangement.

As at 30 June 2014, the nominal value of treasury bonds the Group was obligated to redeem
prior to maturity was RMB39,598 million (31 December 2013: RMB37,913 million}. The original
maturities of these bonds vary from 1 to 5 years. Management of the Group expects the
amount of redemption before the maturity dates of these bonds will not be material.

The MOF will not provide funding for the early redemption of these bonds on a back-to-back
basis, but will settie the principal and interest upon maturity.
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TRANSFERRED FINANCIAL ASSETS

The Group enters into transactions in the normal course of business by which it transfers
recognized financial assets to third parties or to structured entities. In some cases these
transfers may give rise to full or partial derecognition of the financial assets concerned. In
other cases where the transferred assets do not qualify for derecognition as the Group has
retained substantialty all the risks and rewards of these assets, the Group continued to
recognize the transferred assets.

Securitization transactions

The Group enters into securitization transactions in the normal course of business by which it
transfers credit assets to structured entities which issue asset-backed securities to investors.

The Group may retain inferests in the form of subordinated franches which may give rise to the
Group’s continuing involvement in the transferred assets. Those financial assets are
recognized on the condensed consolidated interim statement of financial position to the extent
of the Group's continuing involvement. The extent of the Group’s continuing involvement is the
extent to which the Group is exposed to changes in the value of the transferred assets.

As at 30 June 2014, loans with an original carrying amount of RMB2,122 million (31 December
2013: None) have been securitized by the Group under arrangements in which the Group
retains a continuing involvement in such assets in the form of subordinated tranches. As at
30 June 2014, the carrying amount of assets that the Group continues to recognize was
RMB107 million (31 December 2013: None) and the assets were classified as loans and
advances to customers. Arising from this continuing involvement, the Group has recognized
continuing involvement assets and continuing involvement liabilities of RMB107 million,
respectively.

FINANCIAL RISK MANAGEMENT
Overview

The Group's primary risk management objective is to maintain risk within acceptable
parameters to meet the requirements of regulaters, depositors and other stakeholders, as well
as to maximize return for investors within an acceptable level of risk.

The Group has designed risk management policies, which address, among other things, the
establishment of risk limits and controls to identify, analyze, monitor and report risks. Relevant
and timely information used to conduct these risk management activities is provided through
information systems maintained by the Group and intended to address the Group’s information
needs in this area. The Group regularly reviews its risk management policies and systems to
address changes in markets, products and emerging best practices.

The most significant types of risk to which the Group is exposed are credit risk, market risk and
liquidity risk. Market risk includes foreign exchange rate risk, interest rate risk and other price
risk.

Risk management framework

The Board of Directors is responsible for establishing the overall risk appetite of the Group and
reviewing and approving its risk management objectives and strategies.

Within this framework, the Group's senior management has overall responsibility for managing
all aspects of risk, including implementing risk management strategies, initiatives and credit
policies and approving internal rules, measures and procedures related to risk management.
The Risk Management Department of the Group implements procedures for managing the
significant risks to which the Group is exposed.
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FINANCIAL RISK MANAGEMENT {(Continued)
Credit risk
Credit risk management

Credit risk represents the potential loss that may arise from a customer or counterparty's failure
to meet its obligation when due. Credit risk can also arise from operational failures that result
in an unauthorized or inappropriate advance, commitment or investment. The Group's major
credit risks arise from loans and receivables, treasury operations and off-balance sheet related
credit risk exposures,

The Group performs standardized credit management procedures, including credit due
diligence and proposal submission, credit underwriting review, loan disbursement, post-lending
monitoring and non-performing loans management. The Group enhances its credit risk
management by strictly complying with its credit management procedures; strengthening
customer investigation, credit rating, lending approval and post-lending monitoring measures,
enhancing risk mitigation effect of loans through collateral; accelerating disposal process of
non-performing loans and continuously upgrading the credit management system.

Apart from the credit risk exposures on credit-related assets, the credit risk arising from
treasury business is managed by selecting counterparties with acceptable credit quality,
balancing credit risk and return, referencing to both internal and external credit rating
information where available, applying appropriate fimits subject to different level of
management authorily, and by reviewing and adjusting credit fimit through system. in addition,
the Group also provides loan commitments and financial guarantee services to customers
which may require the Group to make payments on behalf of customers upon their failure to
perform under the terms of the related contract. Risks arising from loan commitments and
financial guarantees are similar to those associated with loans and advances. These
transactions are, therefore, subject to the same risk management policies and procedures.

Impairment assessment
Key factors related to the Group’s impairment assessment

In accordance with the “Guideline for Loan Credit Risk Classification” issued by the CBRC, the
Group has established a loan credit risk classification system and performs credit risk
management based on loan classification in one of five categories. The Group classifies loans
into the following five categories: normal, special-mention, substandard, doubtful and loss.
Loans classified as substandard, doubtful and loss are regarded as non-performing loans. The
primary factors considered in loan impairment assessment include probability of loan
repayment and recoverability of principal and interest, which reflect borrowers' repayment
ability, repayment record and intention, projected profitabiiity, guarantees or coltateral and legal
responsibility of repayment. The allowance for impairment losses is assessed collectively or
individually, as appropriate.
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49
49.1

FINANCIAL RISK MANAGEMENT (Continued)
Credit risk (Continued)

Impairment assessment (Continued)

The five categories of loan classification into which the Group classifies its loans and advances
to customers are set out below:

Normal Borrowers can honor the terms of their loans. There is no reason to doubt
their ability to repay principal and interest in full on a timely basis.

Special-mention Borrowers are able to service their loans currently, aithough repayment may
be adversely affected by specific factors.

Substandard Borrowers' ability to service their loans is in question and they cannot rely
entirely on normal operating revenues to repay principal and interest.
Losses may ensue even when collateral or guarantees are invoked.

Doubtful Borrowers cannot repay principal and interest in full and significant losses
will need to be recognized even when collateral or guarantees are invoked.

Loss Only a small portion or none of the principal and interest can be recovered
after taking all possible measures and exhausting all legal remedies.

With respect to investments in debt securities other than held for trading or designated at fair
value through profit or loss, the Group assesses for indicators of impairment at the end of each
reporting period based on objective evidence and performs impairment assessment individually
or collectively, as appropriate. For impaired available-for-sale investments, the amount of the
impairment allowance is equal to the existing unrealized loss, which is recorded as a charge in
the condensed consolidated interim income statement.

Maximum exposure to credit risk before taking into account any collateral held or other
credit enhancements

The maximum exposure to credit risk represents the credit risk exposure to the Group at the
end of each reporting period, without taking into account any collateral held or other credit
enhancements. The exposure to credit risk at the end of each reporting period primarily arises
from credit and treasury operations; as weli as off-balance sheet items such as loan
commitments, credit card commitments, bank acceptances, guarantee and letters of guarantee
and letters of credit, as credit risks arising from these items are similar to those associated with
loans and receivables.
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49 FINANCIAL RISK MANAGEMENT (Continued)

491 Credit risk (Continued)

Maximum exposure to credit risk before taking into account any collateral held or other
credit enhancements (Continued)

A summary of the maximum exposure to credit risk is as follows:

30 June 2014 31 December 2013

Balances with central banks 2,757,924 2,504,043
Deposits with banks and other financial

institutions 523,899 397,678
Placements with and loans {o banks and

other financial institutions 547,064 308,655
Financial assets held for trading 59,487 53,814
Financial assets designated at fair value

through profit or loss 291,266 267,997
Derivative financial assets 8,592 8,188
Financial assets held under resale

agreements 750,986 737,052
Loans and advances to customers 7,503,254 6,902,522
Available-for-sale financial assets 823,311 778,944
Held-to-maturity investments 1,636,625 1,623,815
Dabt instruments classified as receivables 596,824 592,090
Other financial assets 134,533 103,024
Subtotal 15,831,785 14,177,820
Credit commilments 1,675,009 1,481,945
Total 17,308,774 15,658,765

The Group has implemented specific policies and credit enhancement practices fo mitigate
credit risk exposure to an acceptable level. The most typical practice is obtaining guarantee
deposits, collateral and guarantees. The amount and type of acceptable collateral are
determined by credit risk evaluations of borrowers. The Group implements guidelines on the
acceptability of specific classes of collateral and evaluation parameters.

The main types of collateral obtained are as follows:

- Mortgage loans to retail customers are generally coliateralized by morigages over
residential properties;

. Other personal lending and corporate loans and advances are primarily collateralized by
charges over land and properties or other assets of the borrowers; and

- Financial assets held under resale agreements transactions are primarily collateralized by
debts securities, bills and loans.

The Group monitors the market value of collateral periodically and requests for additional
collateral in accordance with the underlying agreement when necessary.
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49

49.1

(1)

FINANCIAL RISK MANAGEMENT {(Continued)
Credit risk {(Continued)
Loans and advances to customers

The following tables set out the concentration of risk for loans and advances to customers by
geographical area and industry.

The composition of loans and advances to customers by geographical area is analyzed as
follows:

30 June 2014 31 December 2013
Amount % of total Amount % of total
Corporate loans and advances
Head Office 135,213 2.4 115,027 2.2
Yangtze River Delta 1,297,693 235 1,225,018 239
Pear! River Delta 658,305 11.9 622,736 12.1
Bohai Rim 1,005,619 18.2 958,418 18.7
Central China 642,893 1.6 605,634 11.8
Western China 1,170,142 21.1 1,101,790 215
Northeastern China 203,958 3.7 193,057 3.8
Overseas and Others 419,574 7.6 307,401 6.0
Subtotal 5,633,387 100.0 5,129,081 100.0
Persenal loans and advances
Head Office 105 - 110 -
Yangtze River Della 589,694 25.6 555,257 26.5
Peari River Delta 417,771 18.1 390,258 18.6
Bohai Rim 332,569 14.4 292,778 14.0
Central China 323,482 14,0 288,221 13.8
Western China 544,358 236 482,475 23.0
Northeastern China 96,388 4.2 84,206 4.0
QOverseas and Others 3,143 0.1 2,327 0.1
Subtotal 2,307,510 100.0 2,005,632 100.0
Gross loans and advances fo
customers 7,840,907 7,224,713
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49 FINANCIAL RISK MANAGEMENT (Continued)
491 Credit risk (Continued)

Loans and advances to customers {(Continued)

(2) The composition of loans and advances to customers by industry is analyzed as follows:

30 June 2014

31 December 2013

Amount % of total Amount % of total
Corporate loans and advances
Manufacturing 1,482,740 26.8 1,429,765 27.9
Transportation, logistics and
postal services 693,450 12.5 618,900 121
Retail and wholesale 622,872 11.3 593,434 11.8
Real estate 605,745 10.9 549,592 10.7
Production and supply of
power, heat, gas and water 518,579 9.3 492,082 9.6
Leasing and commercial
services 357,616 6.5 330,123 6.4
Mining 233,294 4.2 223,518 4.4
Water, environment and
pubtic utilities management 202,341 3.7 205,931 4.0
Construction 222 666 4.0 204,281 4.0
Telecommunications, IT
services and software 22,226 0.4 28,156 0.5
Others 573,868 10.4 453,299 8.8
Subtotal 5,533,397 100.0 5,129,081 100.0
Personal loans and advances
Residential mortigage 1,449,913 62.9 1,292,038 61.68
Personal business 277,563 12.0 256,245 12.2
Personal consumer 205,879 8.9 204,448 9.8
Credit cards 210,446 9.1 194,330 9.3
Others 163,709 7.1 148,571 7.1
Subtotal 2,307,510 100.0 2,095,632 100.0
Gross loans and advances {o
customers 7,840,907 7,224,713
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48

49.1

(3)

(4)

FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

Loans and advances to customers (Continued)

The composition of loans and advances to customers by contractual maturity and security type

is analyzed as follows:

30 June 2014
Less than Over
1year 1to5years 5 years Total
Unsecured loans 802,252 305,363 602,855 1,710,470
Guaranteed loans 807,665 287,136 307,192 1,401,993
Loans secured hy coflateral 1,162,154 690,328 1,936,716 3,789,198
Pledged loans 471,214 55,104 412,928 939,246
Total 3,243,285 1,337,931 3,259,691 7,840,907
31 December 2013
Less than Over
1year 1tob5years 5 years Total
Unsecured loans 763,479 301,703 556,910 1,622,092
Guaranteed loans 769,611 231,430 295572 1,296,613
Loans secured by collateral 1,131,698 661,376 1,719,816 3,512,888
Pledged loans 366,943 41,668 384,509 793,120
Total 3,031,729 1,236,177 2,956,807 7,224 713
Past due loans
30 June 2014
Up to 80 361 days to Over
days 91-360 days 3 years 3 years Total
Unsecured loans 6,516 3,386 1,365 381 11,648
Guaranteed loans 10,058 11,624 6,331 5271 33,284
Loans secured by
collateral 31,105 18,487 13,165 8,451 71,208
Pledged loans 2,097 2,482 943 1,659 7,181
Total 49,776 35,979 21,804 15,762 123,321
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49 FINANCIAL RISK MANAGEMENT (Continued)
491 Credit risk (Continued)
Loans and advances to customers (Continued)

(4) Past due loans (Continued)

31 December 2013

Up to 361 days to Over

90 days  91-360 days 3 years 3 years Total

Unsecured loans 5,211 4,379 1,282 442 11,314

Guaranteed loans 8,075 6,078 7,005 6,913 28,071
Loans secured by

collateral 20,087 10,324 14,201 10,174 54,766

Pledged loans 1,540 1,129 1,326 2,278 8,273

Total 34,893 21,910 23,814 19,807 100,424

When either foan principal or interest is past due by one day in any period, the whole loan is
classified as past due loan,

{5) Credit quality of loans and advances to customers

30 June 2014 31 December 2013

Neither past due nor impaired (i) 7,708,884 7,112,117
Past due but not impaired i) 34,550 24,815
Impaired (i) 97,473 87,781
Subtotal 7,840,907 7,224,713
Allowance for impairment losses of loans

and advances to customers {337,653) (322,191)
Loans and advances to customers 7,503,254 6,902,522

(i} Loans and advances neither past due nor impaired

30 June 2014
Special-
Normal mention Total
Corporate loans and advances 5,188,333 253,820 5,442,153
Personal loans and advances 2,264,526 2,205 2,266,731
Total 7,452,859 258,025 7,708,884

64



AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, unless otherwise stated)
49 FINANCIAL RISK MANAGEMENT (Continued)
49.1 Credit risk (Continued)
Loans and advances to customers (Continued}
(5) Credit quality of loans and advances to customers (Continued)

{i) Loans and advances neither past due nor impaired (Continued)

31 December 2013

Special-

Normal mention Total
Corporate loans and advances 4,800,374 252,101 5,052,475
Personal loans and advances 2,067,357 2,285 2,059,642
Total 6,857,731 254,386 7,112,117

(i Loans and advances past due but not impaired

30 June 2014
Fair
Up to 30 31-60 61-90 value of
days days days Total  collateral
Corporate loans and
advances 9,129 859 861 10,849 12,966
Personal loans and
advances 16,187 4,575 2,939 23,701 24,186
Total 25,316 5,434 3,800 34,5650 37,152
31 December 2013
Fair
Up to 30 31-60 61-90 value of
days days days Total  collateral
Corporate loans and
advances 4,017 187 30 4,234 4,303
Personal loans and
advances 14,070 4,033 2,478 20,581 24 986
Total 18,087 4,220 2,508 24,815 29,289
(iii) impaired loans and advances
30 June 2014

Allowance for Net book
Book value  impairment losses value
Individually assessed 80,391 {52,288) 28,103
Collectively assessed 17,082 {12,521) 4 561
Total 97,473 {64,809) 32,664
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49

49.1

(8)

FINANCIAL RISK MANAGEMENT (Continued)
Credit risk (Continued)

Loans and advances to customers (Continued)

Credit quatity of foans and advances to customers (Continued)

{iii) Impaired loans and advances (Continued)

31 December 2013

Allowance for Net book

Book value  impairment losses value

Individually assessed 72,355 {50,127} 22228

Collectively assessed 15,426 {10,440} 4,086

Total 87,781 {60,567) 27,214
Including:

Individually assessed and impaired
Individually assessed and impaired as a
percentage of gross loans and advances
of the Group

Fair value of collateral

30 June 2014

80,3™M

1.03%
16,727

31 December 2013

72,355

1.00%
9,237

The composition of impaired loans and advances fo customers by geographical area is

analyzed as follows:

30 June 2014

31 December 2013

Amount % of total Amount % of total
Head Office 3 - 3 -
Yangtze River Delta 23,904 245 19,373 22.1
Pearl River Delta 15,808 16.2 12,407 14.1
Bohai Rim 16,254 16.7 16,603 19.0
Central China 15,358 15.8 14,075 16.0
Western China 20,794 21.3 19,623 222
Northeastern China 4482 46 4,927 56
Overseas and Others 870 0.9 870 1.0
Total 97,473 100.0 87.781 100.0
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49
49.1

(6)

{7)

FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

Loans and advances to customers {Continued)

Rescheduled loans and advances

Rescheduled loans and advances arise from renegotiating terms of contract, and such loans
and advances require continuous monitoring. Rescheduled loans and advances as at 30 June
2014 amounted to RMB11,140 million (31 December 2013; RMB10,376 mitlion).

Assets foreclosed under credit enhancement arrangement

Such assets are disclosed as foreclosed assets in Note 29 Other Assets.

Debt instruments

Credit quality of debt instruments

The table below represents the carrying value and accumulated impairment charges of held-to-
maturity investments and debt instruments classified as receivables:

30 June 2014 31 December 2013

Neither past due nor impaired 2,234,887 2,116,801

Impaired 46 45
Subtotal 2,234,933 2,116,846
Individually assessed {45) (44)
Collectively assessed {1,439) (897)
Allowance for impairment losses {1,484) (941)

Total held-to-maturity investments and
debt instruments classified as
receivables, net 2,233,449 2,115,905
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49

49.1

(1)

FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

Debt instruments (Continued)

Credit quality of debt instruments (Continued)

Debt instruments neither past due nor impaired

Government bonds
Public sector and quasi-
government bonds

Financial institution bonds
Corporate honds
Special government bond

Receivable from the MOF
Cerlificate treasury bonds
and savings freasury

bonds

Interests in trust producls
Other debt instruments

Total

Government bonds
Public seclor and quasi-
government bonds

Financial institution bonds
Corporate bonds
Special government bond

Receivable from the MOF

Certificale treasury bonds
and savings {reasury
bonds

Interests in trust producls
Other debt instruments

Total

30 June 2014

Debt
Financial assets at  Available-for- Held-to- instruments
fair value through  sale financial maturity classified as
profit or [oss assets  investments recelvables Total
7,174 144,198 533,701 - 685,073
49,534 431,995 899,364 66,102 1,446,995
4,246 69,289 48,507 31,213 153,255
18,569 174,661 155,824 31,712 380,766
- - - 93,300 93,300
- - - 362,054 362,054
) - - 4,345 4,345
187,209 - - - 187,209
65,190 - - 8,765 73,955
331,922 820,143 1,637,396 597,491 3,386,952
31 December 2013
Dobt
Financial assots at  Available-for- Held-to- Instruments
fair value through  sale financial maturity  classified as
profit or loss assets investments recoivables Total
13,700 149,808 519,265 - 682,773
50,056 409,322 808,838 66,485 1,334,701
11,495 48,702 29,688 27,124 117,009
24,768 167,724 166,623 30,973 390,088
- - - 93,300 93,300
- - - 362,054 362,054
- - - 6,037 6,037
171,280 - - - 171,280
38,710 - - 6,414 45,124
310,009 775,556 1,524,414 592,387 3,202,366
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49

491

2

FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

Debt instruments (Continued)

Credit quality of debt instruments (Continued)

Impaired debt instruments

Corporate bonds
Allowance for impairment losses

Impaired held-to-maturity
investments and debt instruments
classified as receivables, net

Corporate bonds
Allowance for impairment losses

Impaired held-to-maturity
" investments and debt instruments
classified as receivables, net

30 June 2014
Debt
instruments
Held-to-maturity classified as
investments receivables Total
- 46 46
- {45) {45)
- 1 1
31 December 2013
Debt
instruments
Held-to-maturity classified as
investments receivables Total
- 45 45
- {44) (44}
- 1 1

The Group's available-for-sale debt instruments were individually assessed for impairment. As
at 30 June 2014, the carrying amount of the impaired available-for-sale debt instruments of the
Group was RMB3,168 million {31 December 2013: RMB3,388 million), among which the total
impairment losses recognized for these impaired available-for-sale debt instruments as at
30 Junse 2014 was RMB300 million (31 December 2013: RMB331 miilion).
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49
49.1

3)

FINANCIAL RISK MANAGEMENT {Continued)

Credit risk (Continued)

Debt instruments (Continued)

Credit quality of debt instruments {Continued)

Debt instruments analyzed by credit rating

The Group adopts a credit rating approach to manage the credit risk of the debt securities
portfolio held. The ratings are obtained from major rating agencies where the issuers of the
securities are located. The carrying amounts of debt securities investments analyzed by rating
as at the end of the reporting period are as follows:

Government bonds

Public sector and quasi-
government bonds

Financial institution bonds

Corporate bondsji)

Special government bond

Receivable from the MOF

Certificate treasury bonds and
savings treasury bonds

Interests in trust products(jii)

Other debt instruments(iii)

Total

Government bonds

Public sector and quasi-
government bonds

Financial institution bonds

Corporate bonds(ii)

Special government bond

Receivable from the MOF

Certificate treasury bonds and
savings treasury bonds

Interests in trust productsiii)
Other debt instruments(iii)

Total

30 June 2014

Unrated(i) AAA AA A BelowA Total
677,241 5,613 992 1,227 - 685,073
1,334,845 98,657 10,898 4,486 - 1,446,886
75,948 47,457 11,700 14,652 5,970 155,727
49,881 260,724 13,054 42,196 5,278 380,133
93,300 - - - - 93,300
362,054 - - - - 362,054
4,345 - - - - 4,345
187,209 - - - - 187,209
73,955 - - - - 73,955
2,858,778 419,451 36,644 62,561 11,248 3,388,682
31 December 2013
Unrated(i} AAA AA A BelowA Total
680,349 837 1,707 80 - 682,773
1,251,211 79,857 3,057 443 - 1,334,568
24,284 49,902 31,531 9,340 5,074 120,131
23,452 230804 118,313 11,935 5,287 389,591
93,300 - - - - 93,300
362,054 - - - - 362,054
6,037 - - - - 6,037
171,280 - - - - 171,280
45,124 - - - - 45,124
2,657,091 361,000 154,608 21,798 10,361 3,204,858
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49 FINANCIAL RISK MANAGEMENT (Continued)
49.1  Credit risk (Continued)
Debt instruments {(Continued)
Credit quality of debt instruments (Continued)

{3) Debt instruments analyzed by credit rating {Continued)

(i)  Unrated debt investments held by the Group are bonds issued primarily by policy banks
and the Chinese government.

(i) The ratings of super short-term commercial papers amounted to RMB38,404 million
(31 December 2013: RMB66,938 million}, as included in corporate bonds above are based
on issuer rating for this credit risk analysis.

(i)  The trust products and other debt instruments are classified within Level 3 and the related
credit risk is described in Note 51 Fair Value of Financial Instruments.

49.2  Liguidity risk

Liquidity risk is the risk that funds will not be available to meet liabilities as they fall due. This
may arise from cash flows or maturity mismatches of assets and liabilities.

The Group's Assets and Liabilities Management Department manages its liquidity risk through:
- Optimizing asset and liability structure;
- Maintaining stability of deposit base;

- Making projections of future cash flows, and evaluating the appropriate current asset
position;

- Maintaining an efficient intemal funds transfer mechanism within the Group; and

- Performing stress testing on a regular basis.
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in miliions of Renminbi, unless otherwise stated)

49 FINANCIAL RISK MANAGEMENT {(Continued)
49.2 Liquidity risk (Continued)
Analysis of the undiscounted contractual cash flows

Assets available to meet obligations related to the Group’s liabilities and outstanding credit
commitments primarily include Cash and Balances with Central Banks, Deposits with Banks
and Other Financial Institutions, Placements with and Loans to Banks and Other Financial
institutions, Financial Assets at Fair Value through Profit or Loss, and Financial Assets Held
under Resale Agreements. [n the normal course of business, the majority of customer deposits
repayable on demand or on maturity are expected to be retained. In addition, the Group is able
to sell the Available-for-Sale Financial Assets 1o repay matured liahilities, if necessary.
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SEX MONTHS ENDED 30 JUNE 2014
(Amounts in millions of Renminbi, unless otherwise stated)

49 FINANCIAL RISK MANAGEMENT (Continued)
49.2  Liquidity risk (Continued)
Derivative cash flows
Derivatives sefiled on a nel basis
The fair values of the Group's derivatives that will be settled on a net basis are primarily related
to interest rate products. The tables below present the undiscounted contractual cash flows of

the Group's net derivative positions based on their remaining contractual maturities:

30 June 2014
Less than 1 1-3 3-12 1-5 Over
month months months years b5years Total

Interest rate derivatives 47 2 {10) (171} {14) {146)

31 December 2013
Less than 1 1-3 312 1-5 Over
month months months years 5years Total

Interest rate derivatives 1 (13) (251) {(118) 66 (315)

Derivatives setlfled on a gross basis

The fair values of the Group's derivatives that will be settled on a gross basis are primarily
related to foreign exchange rates and precious metal products. The tables below present the
undiscounted contractual cash flows of the Group's gross derivative posilions based on their
remaining contractuai maturities:

30 June 2014

Less than 1 1-3 312 1-5 Over
month months months years 5years Total

Derivatives settled on a

gross basis

- Cash inflow 231,229 182,757 398,306 49,024 3,133 864,449

- Cash outflow (229,843) (182,489) (398,350) (48,786) (3,184) (862,652)
Total 1,386 268 (44) 238 {(51) 1,797

31 December 2013
Less than 1 1-3 3-12 1-6 Over
month months months years byears Total

Derivatives setfled on a

gross basis

- Cash inflow 194,523 138,784 262,107 55,253 1,998 652,665

- Cash outflow (194,832) (139,651) (259,969) (55,220} (1,998) (651,670)
Total {309) (867) 2,138 33 - 995
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2014

{(Amounts in millions of Renminbi, unless otherwise stated)

49
49.2

FINANCIAL RISK MANAGEMENT (Continued)

Liguidity risk {Continued)

Credit commitments

The tables below summarize the amounts of credit commitments by remaining maturity.

Loan commitments

Bank acceptances

Credit card commitments
Guarantee and letters of guarantee
Letters of credit

Total

Loan commitments

Bank acceptances

Credit card commitments
Guarantee and letters of guarantee
Letters of credit

Total

30 June 2014

Less than 1-5 Over
1 year years 6 years Total
100,639 144,933 214,114 459,686
462,576 - - 462 578
236,111 - - 236,11
127,848 77,906 41,939 247 693
266,739 2,204 - 268,943
1,193,913 225,043 256,053 1,675,009

31 December 2013

Less than 1-5 Over
1 year years 6 years Total
65,822 143,778 260,669 470,269
404,852 - - 404,852
219,682 - - 219,682
77,638 72,772 40,663 191,073
192,953 2,680 436 196,069
960,947 219,230 301,768 1,481,945
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
(Amounts in millions of Renminbi, unless otherwise stated)

49

49.3

FINANCIAL RISK MANAGEMENT {Continued)

Market risk

Market risk represents the potential loss arising from changes in market rates of interest and
foreign exchange, as well as commodity and equity prices. Market risk arises from both the
Group's proprietary positions and customer driven transactions, in both cases related to on-
and off-balance sheet activities. :

The Group is primarily exposed to interest rate risk through its lending, fixed-income and
funding activities. Interest rate risk is inherent in many of the Group’s businesses and this
situation is common among large banks. It fundamentally arises through mismatches between
the maturity and repricing dates of interest-earning assets and interest-bearing liabilities. As
discussed further below, interest rate risk is actively managed.

Foreign exchange rate risk is the potenfial loss related to changes in foreign exchange rates
affecting the translation of foreign currency denominated monetary assets and liabilities. The
risk of loss results from movements in fareign currency exchange rates.

The Group is also exposed to commaodity risk, primarily related to gold and other precious
metals. The risk of loss results from movements in commodity price. The Group manages the
risk related to gold price together with foreign exchange rate risk.

The Group has determined that the levels of market risk related to changes in equity prices and
commodity prices other than gold, with respect to the related exposures in its trading and
investment portfolios, are immaterial.

Segregation of Trading Book and Banking Book

To enhance the effectiveness of market risk management, as well as the accuracy of
determining the levels of regulatory capital required related to market risk, the Group
segregates all financial instruments and commodities, both on- and off-balance sheet, into
either the trading book or banking book. The trading book is comprised of financial instruments
and commodity positions held for trading, including all derivatives instruments. Any other
financial instruments are included in the banking book.

Market Risk Management for Trading Bock

The Group manages market risk in the trading book through methodologies that include Value
at Risk (VaR), monitoring and management of established limits, sensitivity analysis, duration
analysis, exposure analysis and stress testing.

The Group has formulated policies, which are subject to review annually or as circumstances
otherwise dictate, to manage market risk. Further, in this regard, the Group's market risk
management is focused on movements in domestic and global financial markets, as well as the
composition of the trading book and management's trading strategies, within approved limits.
Moreover, the Group has implemented more specific policies for financial instruments, closely
monitoring the exposure to specific issuers and counterparties, as well as the tenor of
individual positions and trading strategies. The foundation of the Group’s limit and risk
monitoring system is based on VaR, which is used consistently to monitor all classes of
financial instruments in the trading book.
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AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE StX MONTHS ENDED 30 JUNE 2014
(Amounts in millions of Renminbi, unless otherwise stated)

49 FINANCIAL RISK MANAGEMENT (Continued)
49.3 Market risk {(Continued)
Market Risk Management for Trading Beok {Continued)

The Group has adopted an historical simulation method, with a confidence level of 99% based
on holding period of 1 day and historical data for 250 days to calculate the VaR of the trading
books, which includes the Head Office, domestic branches and overseas branches. Based on
the differences between domestic and overseas markets, the Group selected applicable
parameters for model and risk factors in order to reflect the actual market risk levels. The
Group verified the accuracy and reliability of market risk measurements through data analysis,
paraliel modeling and back-testing of the market risk measurements.

VaR Analysis for the Trading Book

The Bank

Six months ended 30 June 2014

At the end of

the period Average Maximum Minimum

Interest rate risk 56 75 87 55

Exchange rate risk (1) 58 126 247 54

Commodity risk 8 17 34 2

Overall VaR 90 178 289 86
The Bank

Six months ended 30 June 2013

At the end of

the period Average Maximum Minimum
Interest rate risk 43 29 43 17
Exchange rate risk {1) 14 59 122 8
Commodity risk 3 20 54 2
Overall VaR 55 81 151 36

The Group calculates VaR for the Bank's trading book (excluding RMB foreign currency
seltlement contracts with customers under relevant regulations).

The Bank conducts stress testing for its trading book quarterly. The specific areas subject to
this testing include the major areas of exposure, such as bonds, interest rate derivatives,
foreign exchange derivatives and gold. The stress testing uses a range of scenarios, to assess
the potential impact on profit and loss.

(1) vaR related to gold is recognized as a compenent of foreign exchange rate risk.
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49.3

FINANCIAL RISK MANAGEMENT (Continued)
Market risk (Continued)
Market Risk Management for Banking Book

The Group manages market risk related to the banking book by consistently applying
techniques across the Group that include exposure limit management, stress testing, scenario
analysis and gap analysis.

Interest Rate Risk Management

The interest rate risk existing in the banking book broadly relates to the mismatch of the
maturity or re-pricing dates of interest rate-sensitive financial assets and financial liabilities, as
well as inconsistencies in the change of the benchmark interest rates on which most domestic
interest rate-sensitive financial assets and financial liabilities are based.

The Group closely monitors changes in the macro-economic environment and the monetary
policies of the PBOC, enabling it fo timely and flexibly adjust its pricing strategy. The Group
establishes comprehensive interest rate risk management policies and protocols and has
improved the consistency of interest rate risk measurement, monitoring, analysis and
management of interest rate risk across the Group.

The Group regularly measures and analyzes the Group’s interest rate risk by conducting gap
analysis, sensitivity analysis, scenario analysis and stress testing to manage interest rate risk
within established limits.

Foreign Exchange Rate Risk Management

Foreign exchange rate risk relates to the mismatch of foreign currency denominated monetary
assets and liabilities, and the potential loss related to changes in foreign exchange rates, which
largely arises through operaticnal activities.

The Group performs monitoring and sensitivity analysis of foreign exchange rate risk exposure,
manages the mismatch of foreign currency denominated assets and liabilities to effectively
manage foreign exchange rate risk exposure within acceptable limits.

Market Risk Exposure Limit Management

Market risk exposure limits are classified as either directive limits or indicative limits, based on
the character of the underlying instruments or transactions. This distinction improves, among
other things, exposure limit monitoring, enforcement of stop-loss limit, VaR limits, and stress
testing limits.

The Group is committed to continuous improvement of its market risk exposure limit
management. The Group establishes exposure limits more closely to its risk appetite and
continuously refines the categorization of market risk exposure limits. Further, it regularly
monitors, reports, refines, and implements improvements to the market risk exposure limit
process.
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49.3

FINANCIAL RISK MANAGEMENT (Continued)
Market risk (Continued)
Foreign exchange rate risk (Continued)

The table below indicates the potential effect on profit before tax arising from a 1%
appreciation or depreciation of RMB spot and forward foreign exchange rates against a basket
of all other currencies on the net positions of foreign currency monetary assets and liabilities of
the Group's Domestic Operations in the condensed consolidated interim statement of financial
position. Foreign currency position of the Group’s Overseas Operations is not included in this
assessment.

Profit before tax
30 June 2014 31 December 2013

1% appreciation 41 202
1% depreciation (41} (202)

The effect on profit before tax is calculated based on the assumption that the Group's foreign
currency sensitive exposures and foreign currency derivative instruments net position at the
end of each reporting period remain unchanged. The Group mitigates its foreign exchange

_rate risk through active management of its foreign currency exposures and the appropriate use

of derivative instruments, based on management expectation of future foreign currency
exchange rate movements. Such analysis does not take into account the correlation effect of
changes in different foreign currencies, nor any further actions that could be taken by
management to mitigate the effect of foreign exchange differences. Therefore, the sensitivity
analysis above may differ from actual results occurring through changes in foreign exchange
rates.

Interest rate risk

The Group's interest rate risk arises from the mismatches between contractual maturities or
repricing dates of interest-generating assets and interest-bearing liabilites. The Group's
interest-generating assets and interest-bearing liabilities are primarily denominated in RMB.
The PBOC established RMB benchmark interest rates for loans with a floor and such policy
was eliminated with effect 20 July 2013 whereby financial institutions are in a position to price
their loans based on commercial and market factors. The PBOC continues to estabiish RMB
benchmark interest rates for deposits with a cap.

The Group manages its interest rate risk by:

- Regularly monitoring the macro-economic factors that potentiaily impact the PBOC
benchmark interest rates,

- Optimizing the management over the differences in timing between contraciual maturities
or repricing dates of interest-generating assets and interest-bearing liabilities; and

- Enhancing the interest rate margin on interest-generating assets and interest-bearing

liabilities, with reference to the prevailing PBOC benchmark interest rates where
appropriate.
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49.3

49.4

FINANCIAL RISK MANAGEMENT (Continued)
Market risk {Continued)
Interest rate risk {Continued)

The following table illustrates the potential pre-tax impact, of a parallel upward or downward
shift of 100 basis points in relevant RMB, USD and HKD interest rate curves on the Group's
net interest income and equity for the next twelve months from the reporting date, based on
the Group's positions of interest-earning assets and interest-bearing liabilities at the end of
each reporting period. This analysis assumes that interest rates of all maturities move by the
same amount, and does not reflect the potential impact of unparalle! yield curve movements.

The sensitivity analysis on net interest income is based on reasonably possible changes in
interest rates with the assumption that the structure of financiai assets and financial liabilities
held at the period end remains unchanged, and does not take changes in customer behavior,
basis risk or any prepayment options on debt securities into consideration.

The sensifivity analysis on equity reflects only the effect of changes in fair value of those
financial instruments classified as available-for-sale financial assets held, whose fair value
changes are recorded as an element of equity.

30 June 2014 31 December 2013
Net interest Net interest
income Equity income Equity
+100 basis points (19,595) (20,009) (11,922} {19,330)
- 100 basis points 19,595 20,009 11,922 19,330

The assumptions do not reflect actions that might be taken under the Group's capital and
interest rate risk management policy to mitigate changes to the Group’s interest rate risk.
Therefore the above analysis may differ from the actual situation,

in addition, the presentation of interest rate sensitivity above is for iflustration purposes only,
showing the potential impact on net interest income and equity of the Group under different
parallel yield curve movements, relative to their position at period-end.

insurance risk

The Group engages in its insurance business primarily in Mainland China. Insurance risk
refers to the financial impact resulting from the unexpected occurrence of insured events.
These risks are actively managed by the Group through effective sales management,
underwriting control, reinsurance management and claim management. Through effective
sales management, the risk of mis-selling could be reduced and the accuracy of information
used for underwriting is improved. Through underwriting control, risk of adverse selection
could be reduced and moreover differential pricing policy based on the level of each kind of
risk could be utilized. Through reinsurance, the Group's insurance capacity could be
enhanced and targeted risks could be mitigated. Effective claims management is designed to
ensure that insurance payments are controlled according to established criteria.

Uncertainty in the estimation of future benefit payments and premium receipts for long-term life
insurance contracts arises from the unpredictabifity of long-term changes in overall levels of
mortality. The Group conducts experience analysis of mortality rate and surrender rate, in
order to improve its risk assessment and as a basis for reasonable estimates.
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50 CAPITAL MANAGEMENT

The Group’s capital management objectives are as follows:

1

maintain an adequate capital base to support the development of its business;
- support the Group’s financial stability and profitable growth;

- allocate capital through an efficient and risk based approach to optimize risk-adjusted
return to shareholders; and

- safeguard the long-term sustainabifity of the Group’s franchise so that it can continue to
provide sufficient shareholder returns and benefits for other stakeholders.

In 2012, the CBRC issued the “Capital Rules for Commercial Banks {Provisional)” which took
effect from 1 January 2013. Upon the effectiveness of this new regulation, the existing
“Measures for the Management of Capital Adequacy Ratio of Commercial Banks”, issued by
the CBRC, was superseded in full.

The “Capital Rules for Commercial Banks (Provisional)”, includes, among other things,
requirements for minimum capital, additional capital for systemically important banks, capital
reserves, countercyclical capital and Pillar Il capital. Of these, the minimum regulatory
requirements for Core Tier-one Capital Adequacy Ratio, Tier-one Capital Adequacy Ratio and
Capital Adequacy Ratio are 5%, 6% and 8%, respectively; and systemically important banks in
Mainland China are required to maintain an additional 1% of Core Tier-one Capital. At the
same time, according to the CBRC's “Notice of Transitional Arrangements for the
Implementation of the ‘Capital Rules for Commercial Banks (Provisional)”, Core Tier-one
capital reserve requirements, will be introduced gradually during the transitional period.
Additionally, if the regulators require countercyclical capital under particular circumstances or
regulators impose additional Pillar Il capital requirements for specific banks, these
requirements should be met within the specified time limits.

The Group has been using the Weighted approach and the Basic Indicator approach to
measure its Credit Risk-weighted Assets and Operational Risk-weighted Assets, respectively,
for the purpose of calculating its Capital Adequacy Ratios. In April 2014, the CBRC has
officially approved the Group to adopt the internal Ratings-Based approach to measure its
Credit Risk-weighted Assets for both retail and non-retail risk exposures and the Standardized
approach to measure its Operational Risk-weighted Assets, respectively. The CBRC will
determine the parallel run period for the Group, which should last for at least three years.
During the parallel run period, the Group should calculate its Capital Adequacy Ratios under
the above two approaches, and should conform to the capital floor requirements as stipulated
in the “Capital Rules for Commercial Banks (Provisional)”.

As at 30 June 2014 and 31 December 2013, the Group adopted the Standardized approach for
Market Risk-weighted Assets measurement.

Capital adequacy and the utilization of regulatory capital are closely monitored by the Group's
management in accordance with the guidelines developed by the Basel Committee and
relevant regulations promulgated by the CBRC. Required information related to capital levels
and utilization is filed quarterly with the CBRC.
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50

(1)

(2)

(3

(4)

CAPITAL MANAGEMENT (Continued)

The table below summarizes the Capital Adequacy Ratios and capital composition as at
30 June 2014 calculated pursuant to the *Capital Rutes for Commercial Banks (Provisional)”
and under the Internal Ratings-Based approach for Credit Risk-weighted Assets and the
Standardized approach for Market Risk-weighted Assets and Operational Risk-weighted
Assels, respectively, as approved by the CBRC in April 2014.

30 June 2014
Core Tier-one Capital Adequacy Ratio )] 8.65%
Tier-one Capital Adequacy Ratio ) 8.65%
Capital Adequacy Ratio N 11.89%
Core Tier-one Capital 2 906,524
Deductible ltems from Core Tier-one Capital (3) (5,361)
Net Core Tier-one Capital 901,163
Additional Tier-one Capital 4 2
Net Tier-one Capita! 901,165
Tier-two Capital (5) 337,810
Net Capital 1,238,975
Risk-weighted Assets (6) 10,422,045

As at 31 December 2013, the Group’s Capital Adequacy Ratio, Tier-one Capital Adequacy
Ratio and Core Tier-one Capital Adequacy Ratio with Credit Risk-weighted Assets, Market
Risk-weighted Assets and Operational Risk-weighted Assets measured under the Weighted
approach, the Standardized approach, and the Basic Indicator approach, respectively, were
11.86%, 9.25% and 9.25%, respectively.

Pursuant to the “Capital Rules for Commercial Banks (Provisional)"”:

The scope of consolidation related to the calculation of the Group’s Capital Adequacy Ratios
includes domestic institutions, overseas institutions and affifiated financial subsidiaries
specified in the Regulation.

The Core Tier-one Capital Adequacy Ratio is calculated as Net Core Tier-one Capital divided
by Risk-weighted Assets. The Tier-one Capital Adequacy Ratio is calculated as Net Tier-one
Capital divided by Risk-weighted Assets. The Capital Adequacy Ratio is caiculated as Net
Capital divided by Risk-weighted Assets.

The Group's Core Tier-one Capital includes: ordinary share capital, the capital reserve (subject
to regulatory fimitations), the surplus reserve, the general reserve, retained earnings, minority
interests (to the extent permitted in the Core Tier-one Capital under the Regulation), and the
foreign currency translation reserve.

The Group’s Deductible Items from Core Tier-one Capital include: other intangible assets
(excluding land-use rights), and Core Tier-One capital investments made in financial
institutions over which the Group has control but are outside the regulatory consolidation
scope for the Capital Adequacy Ratios calculation.

The Group's Additional Tier-one Capital includes: minority interests (to the extent permitted in
the Additional Tier-one Capital definition under the Regulation}.
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50
()

(6)

51

51.1

CAPITAL MANAGEMENT {Continued)

The Group’s Tier-two Capital includes: Tier-two capital instruments and related premium (to the
extent allowed under the Regulation), excessive allowance for loan losses, and minority
interests {to the extent permitted in the Tier-two Capital definition under the Reguiation).

Risk-weighted Assets include Credit Risk-weighied Assets, Market Risk-weighted Assets and
Operational Risk-weighted Assets.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The majority of the Group's assets and liabilities in the condensed consoclidated interim
statement of financial position are financial assets and financial liabiiities. Fair value
measurement of non-financial assets and non-financial liabilities do not have a material impact
on the Group’s financial position and operations, taken as a whole.

The Group did not have any financial assets or financial liabilities subject to non-recurring fair
value measurements in the current interim period or for the year ended 31 December 2013,

Valuation technique, input and process
The fair value of the Group's financial assets and financial liabilities are determined as follows:

- the fair value of financial assets and financial liabilities with standard terms and conditions,
traded in active, liquid markets are determined with reference to quoted market bid prices
and ask prices, respectively;

- discounted cash flow analysis using the applicable yield curve for the duration of the
instruments is used for non-option-type derivatives, and option pricing models are used for
option-type derivatives;

- the fair value of other financial assets and financial liabilities is determined in accordance
with generally accepted pricing models or discounted cash flow analysis using prices from
cbhservable current market transactions for similar instruments. If there are no available
observable current market transactions prices for similar instruments, the quoted price from
the transaction counterparty is used for the valuation, and management performs analysis
on this price.

The Group has established an independent valuation process for financial assets and financial
liabilittes. The Finance Market Department is responsible for the valuation of financial assets
and financial liabilities, and the Risk Management Department performs an independent review
of the valuation methodologies, inputs, assumptions and valuation results. The Operations
Department records the accounting for these items and prepares the disclosure of the financial
assets and financial liabilities, based on the independently reviewed valuation.

The Group's valuation policies and procedures for different types of financial instruments are
approved by the Risk Management Committee. Any change to the valuation policies, or the
related procedures, must be reported to the Risk Management Committee for approval before
they are implemented.

During the current interim pericd, there was no significant change in the valuation techniques

or inputs used to determine fair value measurements as compared to those used in the annual
consolidated financial statements for the year ended 31 December 2013.
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51

51.2

51.3

FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)
Fair value hierarchy

The Group classifies financial assets and financial liabilities into the following three levels
based on the extent to which inputs to valuation techniques used to measure fair value of the
financial assets and financial liabilities are cbservable.

Level 1: fair value measurements are those derived from quoted prices (unadjusted) in an
active market for identical assets or liabilities;

Level 2: fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (that is, as
prices) or indirectly (i.e. derived from prices); and

Level 3. fair value measurements are not based on observable market data (that is,
unobservable inputs).

Financial assets and financial liabilities not measured at fair value on the condensed
consclidated interim statement of financial position

The tables below summarize the carrying amounts and fair values of those financial assets
and financial liabilities not measured in the condensed consolidated interim statement of
financial position at their fair value. Financial assets and financial liabilities for which the
carrying amounts approximate fair value, such as Balances with Central Banks, Deposits with
Banks and Other Financial Institutions, Placements with and Loans to Banks and Other
Financial Institutions, Financial Assets Held under Resale Agreements, Loans and Advances to
Customers, Receivable from the MOF, Special Government Bond, Borrowings from Central
Bank, Deposits and Placements from Banks and Other Financial Instifutions, Due to
Customers, Financial Assets Sold under Repurchase Agreements, Certificates of Deposit
Issued and Interbank Certificate of Deposits Issued are not included in the tables below. Fair
value of the following financial assets and financial liabifities are classified within Level 2.

30 June 2014 31 December 2013
Carrying Carrying
amount Fair value amount Fair value
Financial assets
Held-to-maturity investments 1,636,625 1,611,676 1,523,815 1,444,898
Debt instruments classified
as receivables 141,470 140,274 136,736 131,214
Total 1,778,095 1,751,950 1,660,551 1,576,112
Financial liabilities
Bonds issued 151,952 144,218 156,300 146,741
Total 151,952 144,218 156,300 148,741

91



AGRICULTURAL BANK OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2014
{Amounts in millions of Renminbi, uniess otherwise stated)

51 FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

51.4 Financial assets and financial liabilities measured at fair value on the condensed
consolidated interim statement of financial position

The tables below summarize the fair values of the financial assets and financial liabilities
measured in the condensed consolidated interim statement of financial position at their fair

value,
30 Jun 2014
Leve! 1 Level 2 Level 3 Total
Financial assets held for trading
- Debt securities - 40,656 - 40,656
- Precious metal contracts - 18,852 - 18,852
Subtotal - 59,508 - 59,508

Financial assets designated at fair
value through profit or loss

- Debt securities - 38,867 - 38,867
- Interest in trust products - - 187,209 187,209
-~ Other debt instruments ‘ - - 65,190 65,190
- Equity instruments - - 599 599
Subtotal - 38,867 252,998 291,865
Derivative financial assets
- Exchange rate derivatives - 5,355 146 5,501
- Interest rate derivatives - 981 37 1,018
- Precious metal contracis - 73 - 73
Subtotal - 6,409 183 6,592
Available-for-sale financial assets
- Debt securities 8,018 815,147 146 823,311
- Equity instruments 465 - 621 1,086
- Fund investments 1,134 - - 1,134
- Others - - 957 957
Subtotal 9,617 815,147 1,724 826,488
Total 9,617 919,931 254,905 1,184,453
Financial fiabilities held for trading
- Financial iiabilities related to
precious metals - (28,152) - {28,152)

Financial liabilities designated at
fair value through profit or loss
- Principal guaranteed wealth

management products - (279,610} (279,610)

Derivative financial liabilities

- Exchange rate derivatives - (3,964) (270) (4,234)
- Interest rate derivatives - (1,080) (64) (1,144)
- Precious metal contracts - (225) - {225)
Subtotal - (5,269) {(334) (5,803)
Total - {33,421) (279,944) (313,365)
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51 FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

51.4 Financial assets and financial liabilities measured at fair value on the condensed

consolidated interim statement of financial position (Continued)

31 December 2013

Level 1 Level 2 Level 3 Total
Financial assets held for trading
- Debt securities - 42,012 - 42,012
- Equity instruments 48 - - 48
- Precious metal contracts - 11,804 - 11,804
Subtotal 48 53,816 - 53,864
Financiat agssets designated at fair
vaiue through profit or loss
- Debt securities - 58,007 - 58,007
- Interest in frust products - - 171,280 171,280
- Other debt instruments - - 38,710 38,710
- Equity instruments - - 1,021 1,021
Subtotal - 58,007 211,011 269,018
Derivative financial assets
- Exchange rate derivatives - 5623 292 5,915
- Interest rate derivatives - 1,582 55 1,637
- Precious metal contracts - 634 - 634
Subtotal - 7.839 347 8,186
Available-for-sale financial assets
- Debt securities 6,802 771,946 196 778,944
- Equity instruments 549 - 29 578
- Fund investments 988 - - 088
- Others - 560 - 560
Subtotal 8,339 772,508 225 781,070
Total 8,387 892,168 211,583 1,112,138
Financial liabilities held for trading
- Financial liabilities related to
precious metals - {20,805) - {20,805)
Financial liabilities designated at
fair value through profit or loss
- Principal guaranteed wealth
management products - - {285,454) {285,454}
Derivative financial liabilities
- Exchange rate derivatives - (5,123) (571) (5,694)
- Interest rate derivatives - {(1,820) (120) {1,940}
- Others - - ()] (1)
Subtotal - (6,943) (692) {(7,635)
Total - (27,748) {286,146) (313,894)
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51

51.4

FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

Financial assets and financial liabilities measured at fair value on the condensed
consolidated interim statement of financial position {Continued)

Substantially ail financial assets and financial liabilities classified within Level 3 of the fair value
hierarchy are credit assets and other financial assets and financial liabilities designated at fair
value through profit or loss. Generally, these assets are the investments into which wealth
management products have invested, and for which the Group has provided investors with a
principal, and/or return guarantee. The related fiability, the wealth management product itself,
is also designated at fair value through profit or loss. These designations offset the accounting
mismatch.

The nature of the assets classified within Level 3 is primarily investment products issued by
domestic trust companies or other financial institutions, underlying assets of which include
credit assets, deposits with financial institutions and debt securitles. The counterparties of the
underlying deposits are primarily commercial banks in Mainland China. The credit assets and
debt securities are loans and advances to corporate customers and, plain vanilla bonds or
notes issued by corporates or financial institutions in Mainland China. As not all of the inputs
needed to estimate the fair value of deposits, credit assets and debt securities in the
investment products are observable, the Group classified the investment product as a whole
within Level 3. The significant unobservable inputs related to the credit assets are those
around credit risk and liquidity risk. This largely relates to the lack of historical default and
liquidity information through one or more economic c¢ycles, which Mainland China has not
experienced. Management has made assumptions, based on observed indicators of
impairment or significant changes in yield, but the actual value realized from these assets in a
current arm's length sale could differ from those disclosed.

There were no significant transfers between levels of the fair value hierarchy during the period
ended 30 June 2014 and the year ended 2013,
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51

51.4

FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

Financial assets and financial liabilities measured at fair value on the condensed
consolidated interim statement of financial position (Continued)

The reconciliation of Level 3 fair value measurements of financial assets and financial liabilities
presented at fair value on the condensed consolidated interim statement of financial position is

as follows:

Six months ended 30 June 2014

Financilal Financial
assets liabilities
designated at Available - designated at
falr value Derivative for-sale fair value Derivative
through profit  financial  flnancial through profit  financial
or loss assets assets orloss  liabilities
1 January 2014 211,011 347 225 (285,454) (692}
Purchases 200,272 - 1,543 - -
Issues - - - (2,.418,627) -
Settlements/disposals (162,727} (3) {53} 2,431,000 28
Total gains/{losses)
recognized in
- Profit or loss 4442 {161) 10 6,529) 330
- Other comprehensive
income - - (1) - -
30 June 2014 252,998 183 1,724 (279,610} (334}
Change in unrealized
gains/{losses) for the period
included in profit or 1gss for
assets/liabilities held at the
end of the period 540 {161} - {136) 330
2013
Financial Financial
assets iiabilities
designated at Available - designated at
fair value Derlvative for-sale fair value Derivative
through profit  financial  financial through profit  financial
orloss assets assets orloss liabllities
1 January 2013 127,094 796 5,741 (155,071} {1,856)
Purchases 433,011 - - - -
Issues - - - (1,201,295) -
Settlements/disposals (357,601} (48) {5,536) 1,080,965 232
Total gains/{losses)
recognized in
- Profit or loss 8,507 (401} 22 (10,053} 932
- Other comprehensive
income - - (2} - -
31 December 2013 211,01 347 225 (285,454) (692}
Change in unrealized
gains/{losses) for the year
included in profit or loss for
assets/liabilities held at the
end of the year 647 (401} - {693} 932

In Level 3 of the fair value hierarchy, total gains or losses included in profit or loss for the
period are presented in Net Trading Gain and Net Gain on Investment Securities of the

condensed consolidated interim income statement.
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52 EVENTS AFTER THE REPORTING PERIOD
Pursuant to the approvat by the CBRC and the PBOC, the Bank issued Tier-two Capitai Bonds
in the amount of RMB30 billion with a tenor of 10 years bearing interest at 5.8% per annum on
18 August 2014, to replenish its Tier-two Capital.

53 COMPARATIVES

Certain comparative amounts have been reclassified to conform with the current period’s
presentation.
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According to Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
and Banking (Disclosure) Rules, the Group discloses the following supplementary information:

1 LIQUIDITY RATIOS
30 June 2014 31 December 2013

RMB current assets to RMB current

liabilities 47.94% 43.57%
Foreign currency current assets to foreign
currency current liabilities 109.12% 114.95%

The liquidity ratios are calculated in accordance with the relevant provisions of the PBOC and
the CBRC, and based on the data determined under the PRC GAAP.

2 CURRENCY CONCENTRATIONS

Equivalent in millions of RMB

uUsD HKD Other Total
30 June 2014
Spot assets 662,064 49,484 29,835 741,383
Spot liabilities {617,482) {77,381) {31,594) (726,457)
Forward purchases 396,778 40,445 65,294 502,517
Forward sales (389,011) (6,179) {56,774) (451,964)
Net options position 3,238 - (631) 2,607
Net fong position 55,587 6,369 6,130 68,086
Net structural position 3,384 4,323 874 8,381

Equivalent in millions of RMB

uUsD HKD Other Total
31 December 2013
Spot assets 467,323 54,544 27,100 548,967
Spot liabilities (428,295) (75,469) {23,903) (527,667)
Forward purchases 300,777 45,524 51,068 397,369
Forward sales (301,283) (19,278) {47,915) (368,476)
Net options position 702 - (82) 620
Net long position 39,224 5,321 6,268 50,813

Net structural position 3,081 4,082 875 7.838
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3

CROSS-BORDER CLAIMS

The Group is principally engaged in business operations within Mainland China, and regards
all the claims on third parties cutside Mainland China as cross-border claims.

Cross-border claims include Balances with Central Banks, Deposits with Banks and other
Financial Institutions, Placements with and Loans to Banks and Other Financial Institutions,
Financial Assets Held for Trading, Financial Assets Designated at Fair Vaiue through Profit or
Loss, Loans and Advances to Customers, Financial Assets Held under Resale Agreements,
Available-for-Sale Financtal Assets, Held-to-Maturity Investments and Debt Instruments
Classified as Receivables.

Cross-border claims are disclosed based on different countries or regions. A country or region
is reported where it constitutes 10% or more of the aggregate amount of cross-border claims,
after taking into account any risk transfers. Risk transfer is only made if the claims are
guaranteed by a party in a country which is different from that of the counterparty or if the
claims are on an overseas branch of a bank whose head office is located in another country.

Banks and Public
other financial sector
institutions entities QOthers Total
30 June 2014
Asia Pacific excluding Mainland China 13,051 3,739 63,120 79,910
- of which attributable to Hong Kong 5414 3,169 51,915 60,498
Europe 21,212 - 1,949 23,161
Nerth and South America 28,691 3,017 6,412 38,120
Africa 61 - - 61
Total 63,015 6,756 71,481 141,252
Banks and Public
other financial sector
institutions entities Others Total
31 December 2013
Asia Pacific excluding Mainland China 13,501 2,205 48,013 63,719
- of which attributable to Hong Kong 5715 1,572 41,759 49,046
Europe 12,471 309 2,466 15,246
North and South America 23,890 3,356 5,057 32,303
Africa 61 73 - 134

Total 49,923 5,943 55,636 111,402
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4 OVERDUE AND RESCHEDULED ASSETS

{1 Gross amount of overdue loans and advances to customers

30 June 2014

31 December 2013

Overdue
within 3 months 49776 34,893
between 3 and 6 months 18,433 6,832
between 6 and 12 months 17,546 15,078
over 12 months 37,566 43,621
Totat 123,321 100,424
Percentage of overdue loans and advances to
customers in total loans
within 3 months 0.63% 0.48%
hetween 3 and 6 months 0.24% 0.09%
between 6 and 12 months 0.22% 0.22%
over 12 months 0.48% 0.60%
Total 1.57% 1.39%
{2) Overdue and rescheduled loans and advances to customers
30 June 2014 31 December 2013
Total rescheduled loans and advances to
customers 11,140 10,376
Including: rescheduled loans and advances to
customers overdue for not more than
3 months 8,416 7,960
Percentage of rescheduled loans and advances to
customers overdue for not more than 3 months
in total loans 0.11% 0.11%
{3) Gross amount of overdue Placements with and Loans to Banks and Other Financial Institutions

The gross amount of the Group's overdue Placemenis with and Loans to Banks and Other
Financial Institutions as at 30 June 2014 and 31 December 201 3 were not material.



