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Directors’ Signatures



1  Messages from Chairman and President

In 2006, Shanghai Rural Commercial Bank (SRCB) achieved solid 

business development and satisfactory operating results. The 

inaugural year has witnessed an abundant  harvest  for  the Bank.  When 

celebrating our success, we realize that we could not have achieved 

this without the continued strong growth of Shanghai and China's 

economy, without the given advantage of being located in Shanghai, 

China's f inancial centre, without the careful guidance of the 

government and the regulatory authorities, without the enthusiastic 

support of the society and customers in general or without the diligent 

work of our 4000 staff.  The results are encouraging and we are grateful.

During the year under review, to achieve our strategic objective of 

building a community-based retail bank, we formulated a strategic 

development plan, established an evaluation system to measure the 

strategic development and mapped out five paths leading to the 

objective, namely capital-driven, retail-focused, process-based, cost-

effective competition and talent and technology as fundamental 

capabilities.  We successfully introduced Australia and New Zealand 

Banking Group Limited (ANZ) as our foreign strategic investor, 

The corporate governance comprises the General Meeting of 

Shareholders, Board of Directors, Board of Supervisors and Senior 

achieving a major breakthrough in our strategic development.

1.1 Chairman's Statement

Management, was established and improved. The  scope and boundaries of the specialized committees' respective duties and 

responsibilities were reviewed and further clarified.  Information disclosure was intensified.  The first annual report was 

produced.  A governance system providing mutual check and effective supervision has been preliminarily established.

Under the theme of “retail, benefit and harmony”, we took persistent attitude of boosting the management of  various lines of 

business with powerful measures, and therefore achieved satisfactory results.  In retail banking, we maintained our leading 

position in terms of deposit and mortgage growth amongst  the peers in Shanghai. The balance of savings deposits exceeded 

RMB50 billion, reaching RMB57.1 billion. The proportion of outstanding personal loans to the total loans of the Bank 

increased by 3 percentage points.  SME products and services were updated. The outstanding balance of small business 

lending reached RMB37.3 billion, accounting for 59.15% of total corporate loans. Fee-based business increased rapidly in 

In terms of financial results, the Bank's profit before provision was RMB1.726 billion, an increase of 22.57% over that of  the 

previous year.  Profit before tax was RMB0.475 billion, an increase of 30.13% during the year.  Return (before tax) on average 

assets was 0.35%, return on net assets was 6.14%, return on capital was 13.28%.  Profit was at historical high level.  In the 

meantime, optimization of the revenue structure was started with the percentage of interest income decreasing, although 

In terms of the culture of harmony, we maintained the stability and harmony across the bank in the course of pushing the 

system reform. We promoted the corporate culture of harmony based on people, by calling for understanding, respect,caring 

and diversity. To play the role of a good corporate citizen, we seriously implemented the macro-economic adjustment and 

industrial policies, and focused on providing high quality financial services. We actively provided donation and care to the 

Good environment is not substitute for one's own efforts. 2007 is the first complete calendar year following China's WTO 

commitment of overall opening of the financial market, as well as a crucial year for Shanghai to achieve the transformation of 

terms of the range of products, payment capability and the volume of  transactions.

remaining the dominant source of revenue, and inter-bank income, fee income and investment income increasing.

its economic growth model.

disadvantaged group in the society and tried to pursue the alignment of economic and social benefits.
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It is inevitable that competition will intensify after the market open-up and the banks' market positions will be entrenched at different 

levels as a result of the competition. The government encourages the development of capital markets. Booming capital markets, 

deregulated interest rates and dis-intermediated financing model pose greater challenges to the Bank, demanding higher level of 

management capability and more resilient business structure. The development of Shanghai into an international financial centre and 

the adjustment and improvement of industry portfolio of the city will also present both challenges and opportunities to the Bank.

Looking forward to the year ahead, we will diligently implement the policies made by the National Financial Work Conference, execute 

the macro economic policy and actively participate in the construction of “new socialist countryside”, so as to acclimatize ourselves to 

the ongoing changes and trends emerging in the course of the economic and social development. We will continue efforts to improve our 

operation and management around the theme of “retail, benefit and harmony”, aiming to the medium-term objective of meeting listing 

    

We shall strengthen our strategic research by improving our research and analytical capability to achieve accurate understanding of the 

macro-economic and finance situation and to respond to the rapid changes taking place in the financial markets.  We will subdivide our 

strategy so as to strengthen our strategy's guiding and restricting functions to the operation and management of the Bank. Studies on 

business strategies and segments will be carried out. Through the established partnership with ANZ, the foreign commercial bank's 

advanced management concepts, products and technology shall be introduced to rapidly improve the quality and core competence of the 

  

The corporate governance will be further improved according to modern commercial bank's practice. We will intensify the Board's role in 

decision-making, perfect the Board's running mechanism, and bring into play the Board of Supervisors' role as a supervising and 

balancing body.  Information disclosure and transparency shall be improved to further protect the interests of our shareholders and other 

Adjustment of the business structure shall be accelerated. Performance assessment based on capital restraint shall be used to further 

optimize the business structure, asset portfolio and revenue structure and to improve asset quality.  The growth momentum of retail 

business shall be further capitalized by focusing the development on such retail business as personal mortgage, small business lending

 

Campaigns of cracking down on cases and anti-commercial bribery, as well as preventing the operational risk will be stepped up. A 

three-year plan on internal control shall be developed.  Internal control rating shall be implemented according to the assessment criteria 

 

Human resource system reform shall be implemented step-by-step. A structure of positions providing opportunities for promotion and a 

result-oriented performance assessment system shall be established. A market-based and result-oriented remuneration system that is

 

The priorities of reform, development and stability shall be balanced. Involvement of staff in bank management shall be broadened.  

Lawful interests of the staff shall be protected and good corporate culture shall be cultivated to create a stable and harmonious internal 

The New Year brings new prospects. All the staff of SRCB shall pursue another year's harvest with determination and work diligently 

towards the company's medium-term objective of meeting the listing requirement as a public company within three years or beyond.

requirement as a public company within three years or beyond.

and external environment for the business development.

and credit card issuance.

to enhance the promoting of internal control system and compliance culture.

interest related people.

 

Bank's operation.

Chairman:Li Xiulun

based on value of the skills required for the job and the individual's contribution to results shall be established.
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1.2 President's Statement
The year of 2006 saw the inauguration of Shanghai Rural Commercial 

Bank. Under the leadership of Shanghai Municipal Government and 

the guidance of regulatory authorities, with the care and support of 

various shareholders in the society, the Bank has maintained healthy 

business growth.  Following the concept of scientific development, we 

adhered to the operating guideline of “complying with the laws and 

regulations, operating steadily, aiming for a long-term development, 

striving to be innovative and cultivating own characteristics”, 

implemented our retail banking strategy by deepening the reform of our 

management systems and models and by enhancing risk management.  

As at the end of 2006, total assets of the Bank reached RMB136.149 

billion, total deposits reached RMB115. 921 billion, the outstanding 

balance of loans was RMB73.726 billion. Balance of non-performing 

loans was RMB2.145 billion, or 2.91% of total loans. After RMB1.251 

billion provisions for non-performing assets, the Bank's net profit

 

During the year, having consistently complied with the government's 

macro-control policies, insisted on the principles of client-oriented and 

market-driven, we achieved preliminary results in establishing 

differentiated positions in various aspects of retail banking, including 

product innovation and portfolio adjustment.  We have also actively 

participated in the development of the “new socialist countryside” 

before tax stood at RMB0.475 billion. 

campaign by supporting the development of modern agricultural business and infrastructure projects in the rural areas.  

Substantial progress has been made in developing small medium-sized enterprises banking products and marketing to this 

segment. Growth of savings deposits maintained a robust momentum,  meanwhile, driven by innovation and standardization, 

SRCB's personal lending growth both in terms of the percentage and amount of increase was among the best of the industry in 

Shanghai.  Treasury business progressed in an orderly manner with the acquisition of licenses to underwrite treasury bonds 

  

Concurrent to business development, we further improved the organizational structure to meet the requirement of a 

commercial bank operation.  The specialized committees at head office have functioned effectively on sound decision-making.  

Restructure initiatives at tier-one branch/sub-branches level have also been tested.  We have established policies on capital 

management and systems on liquidity risk monitoring to improve our asset liability management capability. Credit approval 

processes at head office and tier-one branch/sub-branches have been improved and the post-lending management practice 

standardized.  The establishment of accounting management system has started in all aspects. The data processing centre 

has completed the construction and is now operational, providing strong support to the Bank's operation and management.  

The early warning system for compliance risk has also been improved.  Business process redesigning initiative has 

commenced on trial basis.  The comprehensive strategic partnership with ANZ has been established with the signing of 

“ S u b s c r i p t i o n  A g r e e me n t ” ,  “ T e c h n i ca l  S u p p o r t A g r e e m e n t ”  a n d  “ B u s i n e s s  C o o p e r a t i on  A g r e em e n t ” .  

The year 2007 will be a crucial year for China to fully implement the concept of scientific development, and to push the overall 

socioeconomic development in a harmonious way.  It is also the first year after China's WTO commitment of fully opening up 

the banking sector has come into effect.  We will further promote the concept of scientific development, intensify the research 

on macro-economic issues and improve the capabilities to grasp the guidance of government policies, seize the opportunities 

and prevent risks.  We shall continue to progress along the road of reform and innovation with a balanced approach. We shall 

drive development through reform, cope with the challenges through innovation, and achieve harmonization through 

and to trade credit assets.

Development.

1  Messages from Chairman and President
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Taking the opportunities associated with the acceleration of the transformation of Shanghai's economic growth model, we 

shall consistently implement our retail banking strategy by inaugurating new business growth approach to realize the 

sustainable development. We shall play the role of the dominant financial institution in the rural market by leveraging the 

opportunities to support the development of rural infrastructure and modern agriculture. We shall advance the innovation of 

SME and personal banking products and marketing channels, by focusing on the improvement of technology and providing 

value-add services to our clients. We shall establish our unique service proposition of “convenience, accessibility and 

customer friendliness” by integrating front, middle and back office processes, by planning for brand management and 

establishing product series with core competences. A new bills processing model shall be developed, to drive the healthy 

development of bills transaction by introducing new products. The active treasury trading strategy shall be maintained. The 

range of treasury products shall be extended and investment portfolio shall be optimized. We shall also develop fee-based 

business, improve the added value of conventional products and endeavor to achieve breakthrough in the areas relating to 

We shall continue with the rationalization of the management systems and structures to build applicable classified 

management models by wholesale and retail segments. Business development planning shall be improved with the 

implementation of capital-oriented strategy, by adopting the concept and technology of economic capital. Starting from the 

review of existing processes, we will endeavor to establish a process-based operation system.  We shall further the 

construction of accounting system and payment network, lay a strategic plan for the IT development and initiate the

 

We shall continue to strengthen the risk management by establishing a comprehensive risk management framework covering 

credit risk, market risk, operational risk, liquidity risk and compliance risk.  New concepts and tools for internal audit shall be 

introduced.  The comprehensive assessment on internal control practice shall be carried out and an ongoing internal control 

We shall actively progress the strategic partnership with ANZ by fully leveraging the advanced expertise and matured 

technology in such areas as risk control, planning and finance management, product design, distribution and IT system, and 

improve the Bank's business and management capabilities, so as to achieve our objective of introducing external “brain 

As Shanghai accelerates its journey to establish the “Four Leading Positions” and becoming the International Financial 

Centre, against the competition from domestic and foreign banks alike, SRCB faces significant challenges and time pressure 

in progressing its reform and development agenda. We shall draw the blueprint for development with high sense of 

responsibility. We shall face the challenges with great confidence and a positive attitude.  We shall bring full enthusiasm and 

strong sense of urgency to work and deliver solid results.  We are running against time. We are running against our 

business innovation.

development of a new generation core banking system. 

system shall be established.

power”

competitors. We are creating a new chapter of modern commercial banking.

Hou Funing, President
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2. Important Notice

2.1  The Company and the directors hereby warrant  that there are no false records, misleading statements 

or material omissions in this report, and are jointly and severally responsible for its authenticity, 

2.2 The text of  “Annual Report 2006 of Shanghai Rural Commercial Bank Co., Ltd” was approved by the 

first Board of Directors at the Seventh Board Meeting and by the first  Board of Supervisors at the 

2.3 The financial statements have been audited and issued opinion by the Wan Long Certified Public 

Seventh Board Meeting.

Accountants Co., Ltd.

 Board of Directors

Shanghai Rural Commercial Bank Co.,Ltd.

                                                                                                               30th March 2007 

accuracy and completeness of the information contained in this annual report.
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Top Management
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Front row: Li Xiulun, Chairman of Board of Directors  (the second from the left)

                 Shen Huiqi, Chairman of Board of Supervisors  (the third from the left)

                 Hou Funing,  Vice Chairman, President  (the first from the left)

Back row: Shen Xunfang, Director, Deputy Party Secretary  (the third from the left)

                 Shen Xingbao, Director, Vice President  (the third from the right)

                 Ye Guorong, Vice President  (the second from the left)

                 Qiao Zhongxing, Assistant President   (the second from the right)

                 Wu Guohua,  Assistant President  (the first from the left)

                 Zhao Deyuan, Secretary of Board of Directors  (the first from the right)



3. Company Profile

3.1 Legal Name in Chinese Chinese Abbreviation:

Legal name in English Shanghai Rural Commercial Bank Co., Ltd. (English Abbreviation: Shanghai Rural Commercial 

Bank, hereinafter referred to as “the Company” or “the Bank”)

3.2 Legal Representative Li Xiulun

3.3 Secretary to the Board of Directors Zhao Deyuan

Mailing Address Secretariat, Fl. 26, No.728, Yan'an Road (W), Shanghai, China 

Tel 0086-21-52381111-8031 0086-21-52381799

Fax 0086-21-52381839

E-mail zhaody@shrcb.com

3.4 Registered Address No.981 Pudong Avenue, Pudong New Area, Shanghai, China

Office Address Fl. 25-26, Huamin Empire Plaza, 728 Yan'an Road (W), Shanghai, China, 

Post Code 200050

Website http://www.shrcb.com

Email webmaster@shrcb.com

3.5 Website for publishing the Annual Report http://www.shrcb.com

Copies of  Annual Report available at the Office of the  Board

3.6 Other Information

First registration date of  incorporation 23 August 2005

Registration Number of Business License 3100001007291

Tax Registration Number Shanghai 310043779347314

Name of the CPA firm appointed Wan Long Certified Public Accountants Co., Ltd.

3.7 The Report is prepared  in both Chinese and English, and the Chinese version  shall prevail.
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4.1 Major financial data for the reported period

4. Summary of Key Financial and Performance Indicators

Items

Total profit

Net profit

Net profit excl. extraordinary items

Profit from principle operations

Investment income

Subsidy income

Net non-operating income

Profit or loss adjustment of past years

Net cash flow from operating activities

Net Increase in cash and cash equivalents

Unit: RMB'000

475,261

398,441

311,295

388,115

782,034

-

70,268

16,878

7,832,154

(-1,211,925)

Note: According to the Q&A for Information Disclosure Regulation for Companies Issuing Securit ies to the Public No.1: Extraordinary 

       Profit  and Loss (Revised Version 2004) by China Security Regulatory Committee (CSRC), the extraordinary profi t and loss 

        deducted includes the net income from non-operating activit ies and profi t  and loss adjustment of past years, which amount to 

  RMB8.7146 million.
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4.3 Provision for loan losses

4.2 Key financial data and performance indicators for the last three years

Items

Income from principle operations

Net profit

Total assets

Outstanding balance of deposits

Outstanding balance of loans 

Shareholder's equity

Fully diluted EPS (yuan)

Weighted average EPS (yuan)

EPS excl. extraordinary items (yuan)

Net assets per share (yuan)

Adjusted net assets per share (yuan)

Net cash flow per share from operating activities (yuan)

Cost-to-income ratio (%)

Return on equity (%)

Weighted average return on equity after extraordinary items

2006

5,347,629

398,441

136,149,322

115,908,805

73,726,494

6,486,962

0.13

0.13

0.10

2.16

2.16

2.61

50.72

6.14

4.80

2005

3,989,610

327, 567

127,416,876

100,897,779

63,300,494

6,153,530

0.11

0.11

0.10

2.05

2.05

1.90

55.77

5.32

5.25

Unit: RMB'000

Noted: the Company was incorporated in 2005. Only 2005 and 2006 data are available. The note applies in the following parts when proper

Items

Opening balance

Withdrawal from profit and loss in 2006

Amounts carried backward

Amounts recovered

Amounts write-off

Closing balance

2006

1,169,715

1,250,544

2,000

32,051

(1,247,961)

1,206,313  

Unit: RMB'000

2005

694,517

488.853

721,460

16,334

(751,449)

1,169,715

4. Summary of Key Financial and Performance Indicators
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4.4 Supplementary financial data for the last three years

Items

Total liabilities

Total deposits

Incl.: Long term deposits

Money market takings

Total loans

Incl.: Short term loans

          Import & export  negotiations

          Bill discounting

          Mid and long-term loans

          Overdue loans

          Dull loans

          Bad loans

2006

129,662,360

115,908,805

18,393,554

--

73,726,494

27,482,934

17,600

5,558,646

39,442,552

117,985

1,103,042

3,735

 Unit: RMB'000

2005

121,263,347

100,897,779

14,414,146

--

63,300,494

26,915,561

--

8,462,253

26,727,836

763,819

429,685

1,340
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Note: 1. According to the statistical guidelines regulated by CBRC, total deposits include short-term deposits, short-term savings 

              deposits, remittance payable, long-term debt with one year maturity, long-term deposits and long-term savings deposits, 

              guarantee deposits (in disagreement with that of the auditors' report, in which deposits exclude remittance payable and 

              guarantee deposits);

          2. Long-term deposits include long-term deposits and long-term savings deposits;

          3. Total loans include short-term loans, bill discounting, mid-term and long-term loans, overdue loans, dull loans and bad loans 

              (in disagreement with that of the auditors' report, in which total loans exclude bill discounting.



4.6 Supplemental financial indicator for the last three years

4.5 Supplemental income statement

Items

Profit from principle operations

Operating profit

Net profit

Net profit excl. extraordinary items

2006

388,115  

(393,919)

398,441

311,295

 

2005

360,353

(80,268)

327,567

322,949

Items

Tier I capital

Tier II capital

Capital adequacy ratio

Core capital adequacy ratio

Liquidity ratio                RMB

                                         foreign currency

Loan-to-deposit ratio    RMB

                                         foreign currency

Inter-bank taking ratio  borrowing 

                                         lending 

Int'l commercial borrowing ratio

Non-performing loan ratio

Interest receipt ratio

Single largest customer lending to net capital

Top ten customers lending to net capital

Standard Value

--

--

8

4

25

60

75

85

4

8

100

15

--

10

50

2006

6,336,948

--

7.32%

7.61%

53.24% 

852.54%

58.89%

107.62%

0.35%

5.57%

--

2.91%

98.29%

8.52%

71.44%

2005

3,487,190

2,612.334

8.26%

4.77%

60.96%

  7,969.18%

54.43%

--

7.78%

9.69%

--

4.07%

94.08%

5.69%

44.38%

Note:  1. The indicators above mentioned were calculated on the year-end balance.

           2. NPL ratio = (sub-standard loan + doubtful loan + loss loan) / Total Loans.

           3. CAR was calculated according to the “Regulation Governing Capital Adequacy Ratio of Commercial  Banks” stipulated by CBRC.

4. Summary of Key Financial and Performance Indicators

Unit: RMB'000
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4.7  Changes in shareholders equity for the reported period

Item 

Opening Balance

Increase

Decrease

Closing Balance

Paid-inCapital

3,000,294

-

-

3,000,294

Capital Reserve

-

4,507

4,507

Surplus reserve

213,335

65,513

-

278,848

Incl.:Welfare  Reserve

213,335

32,757

246,092

-

General Reserve

2,612,334

5,490

-

2,617,824

Retained Earnings

327,567

398,441

140,519

585,489

Shareholders' Equity

6,153,530

5,539,539

2,332,018

6,486,962

Unit: RMB'000
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5.1 Changes in share capital

      No chances of the Company's total shares and the shareholding structure had been observed in the reported period.

5.1.2 Share issuance status

5.1.1 Shareholding structure

5.2 Shareholders information

At the end of the reported period, the total number of the Company's shareholders was 24,246, including 220 legal-entity 

shareholders, 24,025 natural person shareholders and 1 packaged shareholder.

5.2.1 Number of shareholders

5.2.2 Top ten shareholders as at the end of the reported period

5. Changes in Share Capital and Status of Shareholders

Class

shares held by legal entity

Shares held by natural person

Packaged shares*

Total

Number of Shares

2,239,626,000

760,427,000

241,306

3,000,294,306

Percentage

74.65%

25.34%

0.01%

100%

*Packaged shares: In accordance with requirements in the documents 61 (2004) of CBRC, all the shares that belong to the former Rural 

Credit Cooperatives but are without identified holders are packaged and converted into the packaged shares of the Rural Commercial 

Bank; they will be disposed when the identity of respective shareholders are confirmed.

No.

1

2

3

4

5

Name

Shanghai International (Group) Co., Ltd

Shanghai Dragon Investment Co., Ltd

Shanghai State-owned Assets Operation Co., Ltd

Shanghai Greenland (Group) Co., Ltd

Jin Jiang International Holdings Co., Ltd

Shares as at Dec.31 2005

30,000

30,000

30,000

20,000

15,000

Shares as at Dec 31 2006

30,000

30,000

30,000

20,000

15,000

Percentage in total shares (%)

10%

10%

10%

6.67%

5%

Unit: share
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Number

6

7

8

9

10

Name Shares as at Dec.31 2005 Shares as at Dec 31 2006 Percentage in total shares (%)

Shanghai SITICO Investment Management Co.,Ltd

Shanghai Shanxin Property Co., Ltd

Oriental International (Group) Co., Ltd

Shanghai Qingpu Asset Operation Co.,Ltd 

Shanghai zhezhong (Group) Co., Ltd 

Total

15,000

6,000

6,000

5,000

3,600

160,600

15,000

6,000

6,000

5,000

3,600

160,600

5%

2%

2%

1.67%

1.20%

53.54%

5.3  Information on shareholders holding 5% shares or more 

Shanghai International Group Co. holds approximately 10% shares of the Company. Shanghai International Group was 

set up in April 2000 upon the approval of Shanghai Municipal Government following the standardization of the 

administration of state-owned assets.  As a domestic joint-venture company, with a registered capital of RMB6.3 billion , it 

engages principally in operations of state-owned assets and state-owned equity, investments, equity restructure, asset

 

Shanghai Dragon Investment Co.,Ltd holds approximately 10% shares of the Company. In November 2002, the solely 

state-owned company was established with a registered capital of RMB3 billion. Its business scope covers investment 

and consulting. Investment covers investment in business, real estate and related activities and infrastructure 

development. Consulting service covers investment consulting, financial consulting, advisory and agency service for 

Shanghai State-Owned Asset Operation Co.,Ltd holds approximately 10% shares of the Company. It was set up in 

September 1999 upon the approval of Shanghai Municipal Government, with a registered capital of RMB5 billion. As a 

city-controlled state-owned assets operation company, its main business scope is investment, equity restructure and 

Shanghai Greenland (Group) Co.,Ltd holds approximately 6.67% shares of the Company. Established in July 1992, it is a 

domestic Joint-venture company, with a registered capital of RMB468,484,409. Taking greening as its mission, the 

5.4 Relationship between top ten shareholders and disclosure on frozen shares

Shanghai State-owned Asset Operation Co.,Ltd owns 47.09% of the registered capital of Shanghai International (Group) 

Co.,Ltd.  Shanghai International (Group) Co.,Ltd owns 60% of the registered capital of Shanghai SITICO Investment 

Management Co., Ltd.

During the reported period, top ten Shareholders have no shares frozen.

management and consulting services and organizing international bidding.

corporate M&A and corporate financial advisor.

acquisition, re-packaging and transfer of assets.

Company carries out real estate development as the mainstay while diversifies into other related industries.
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6.1 Information about the directors, supervisors and senior management 

6.1.1 Members of the Board of Directors

6 Directors, Supervisors, Senior Management and Staff

Title

Chairman

Vice Chairman

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Independent Director

Independent Director

Name

Li Xiulun

Hou Funing

Shen Xunfang

Shen Xingbao

Pan Longqing

Shi Derong

Chen Shaochang

Chen Wenjun

Zhang Yuliang

Jia Chunrong

Mei Zhe

Zhang Wei

Lu Wenzhong

Tang Wenxin

Li Rong

Wu Xing

Yan Qifen

Gender

Male

Male

Male

Male

Male

Male

Male

Female

Male

Male

Female

Male

Male

Male

Female

Male

Male

Birth

1948

1964

1958

1958

1949

1948

1948

1955

1956

1948

1965

1945

1947

1948

1959

1945

1941

Tenure

Aug.2005-Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.200- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008
Chairman, Shanghai Da'an 
Value Document Delivery 
Co.,Ltd

Employer & Position

Deputy Party Secretary and 
President, SRCB

Deputy Party Secretary and 
Secretary of Discipline 
Committee, SRCB

Party Secretary, SRCB

Vice President, SRCB

Party Secretary and General 
Manager, Shanghai Internat-
ional (Group) Co., Ltd

Party Secretary & President, 
Shanghai Dragon Investment 
Co., Ltd

Vice President, Shanghai 
State-owned Assets Operation 
Co., Ltd

Director & Vice President, Jin 
Jiang International Holdings 
Co., Ltd

Party Secretary, Chairman and 
President, Shanghai 
Greenland (Group) Co., Ltd

Chairman, Shanghai SITICO 
Investment Management 
Co.,Ltd

Deputy Party Secretary and Vice 
President, Shanghai Social Welf-
are Development (Group)

Former Secretary of 
Supervisory Board, Bank of 
Shanghai

Party Secretary of Ying Dong 
Village, Chenjia Town, 
Chongming County

Chairman of Labour Union, 
SRCB

Deputy General Manager, 
Putuo Sub-branch, SRCB

Former Head of Internal 
Auditing Bureau, ICBC, 
Shanghai Br.

On Payroll List( )

 

Shares held

500,000

500,000

500,000

500,000

50,000

50,000

300,000

500,000

250,000

100,000
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6.1.2 Members of the Board of Supervisors 

6.1.3 Senior management

Title

Chairman

Supervisor

Supervisor

Supervisor

Supervisor

Supervisor

Supervisor

External
  

Name

Shen Huiqi
 

Cai Hongsheng

 

Lou Jinjiang

 

Wu Zhenlai

 

Lu Changsheng

 

Zhang Tiangao

 

Zhang Zuyui

 

Liu Hongzhong

 

Gender

Male

Male

Male

Male

Male

Male

Male

Female

Birth

1950

1949

1951

1950

1959

1945

1957

1965

Tenure

A g.2005-Aug.2008u

Aug.2005- Aug.2008
 

Aug.2005- Aug.2008
 

Aug.2005- Aug.2008
 

Aug.2005- Aug.2008
 

Aug.2005- Aug.2008
 

Aug.2005- Aug.2008
 

Aug.2005- Aug.2008
 

Director, International Finance 

Faculty, Fudan University

(External Supervisor)

Supervisor

Employer & Position

Supervisor of the Party 

Construction, SRCB

Party Secretary & Chairman, 

Oriental International (Group) 

Co., Ltd

Deputy Secretary, Discipline 

Committee, SRCB

Chairman, Shanghai Shanxin 

Property Co.,Ltd

General Manager, Support 
Advisory Division, Shanghai 
Qingpu Asset Operation 
Co.,Ltd

Vice President, South East 

Suburb Express Ring Road 

Company

General Manager, Zhangyan 

sub-branch, Jin Shan, SRCB

On Payroll List( ) Shares held

500,000

50,000

30,000 

250,000

100,000

Title

President

Vice President

Vice President

Assistant President

Assistant President

Board Secretary

Name

Hou Funing

Shen Xingbao

Ye Guorong

Qiao Zhongxing

Wu Guohua

Zhao Deyuan

Gender

Male

Male

Male

Male

Male

Male

Birth

1964

1958

1957

1957

1964

1964

Years of
   Position

Experience

16

10

26

8

12

20

Tenure

Aug.2005- Aug.2008

Aug.200- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

Aug.2005- Aug.2008

On Payroll  
List( )

Shares held

500,000

500,000

500,000

500,000

500,000

300,000

S
h

a
n

g
h

a
i  R

u
ra

l  C
o

m
m

e
rc

ia
l  B

a
n

k  



6.1.4 Major working experience and appointment of current directors, supervisors and senior management

6.1.4.1 Directors

Li Xiulun, Male, born in Oct. 1948, graduated from the Correspondence College of the Central Party School with a 

Bachelor's Degree, major in economics.  Mr. Li is Party Secretary and Chairman of SRCB.  Previous positions held 

include Assistant General Manager, ICBC Shanghai Branch and Party Secretary and President, Shanghai Finance 

School for Vocational Education; Chief Inspector and Auditor, ICBC Shanghai Branch; Party Secretary and Chairman, 

.

Hou Funing, Male, born in Feb. 1964, graduated from Fudan University with a Master's Degree, major in Economics.  Mr. 

Hou is Deputy Party Secretary, Vice Chairman and President of SRCB.  Previous positions held with Bank of Shanghai 

include General Manager of Financial Management Dept.; Head of President's Office, Assistant President and Head of 

President's Office; Assistant President and General Manager of Business Dept.; Vice President.  He was also Deputy 

Shen Xunfang, Male, born in Apr.1958, graduated from Fudan University with a Doctor's Degree major in International 

Politics. He is Deputy Party Secretary, Party Secretary of the Discipline Committee and Director of SRCB.  Previously 

positions held in Shanghai Municipal Government include officer at the comprehensive section of the General Office; 

Deputy Director/Director level secretary at secretariat. He was also Deputy Party Secretary and Secretary of the

 

Shen Xingbao, Male, born in Aug. 1958, graduated from Central Party School with a master degree major in Politics.  Mr. 

Shen is Director and Vice President of SRCB. Previous positions held include Party Secretary and Chief of Yangpu 

Environmental Protection Bureau; Party Secretary and General Manager, Yangpu Administrative Department, Bank of 

Shanghai; General Manager, SME Service Centre, Bank of Shanghai; Head of President's Office, Bank of Shanghai; 

Deputy Party Secretary and Secretary of Discipline Committee, Da Zhong Insurance Co.,Ltd; Vice President, Shanghai 

Pan Longqing, Male, born in Feb. 1949, graduated from the PLA Aviation Engineering Institute with a Bachelor's Degree, 

major in Economic Information Management.  Mr. Pan is Party Secretary and General Manager of Shanghai Intl Group 

and Party Secretary and Chairman of Shanghai International Trust & Investment Corp.  Previous positions held include 

Deputy Party Secretary and Party Secretary and Head of Songjiang District.  He has also been Party Secretary and 

Shi Derong, Male, born in Nov., 1949, graduated from Tongji University with a Doctor's Degree major in Engineering.  

Mr.Shi is Party Secretary and Chairman of Shanghai Dragon Investment Co., Ltd and President of Shanghai Building 

Material (Group) Corp. Previous positions held include Deputy Party Secretary of Luwan District; Party Secretary and 

Chen Shaochang, Male, born in Feb., 1948, graduated from Shanghai No.2 Industrial University with a Bachelor's 

Degree, major in Automation of Machinery.  Chen is Vice-president of Shanghai State-owned Assets Operation Co.,Ltd.   

Previous positions held include Deputy Director of General Office, Shanghai Municipal Party Committee; Senior 

Chen Wenjun, Female, born in Nov., 1955, graduated from Shanghai University of Finance and Economics with a 

master's degree major in Monetary and Banking Study.  Ms. Chen is Director and Senior Vice-president of Jin Jiang

Shanghai Rural Credit Cooperatives Union

Party Secretary and President of Shanghai Rural Credit Cooperatives Union.

Discipline Committee of Shanghai Rural Credit Cooperatives Union.

Rural Credit Cooperatives Union. 

Director of Shanghai Foreign Economic Relation & Trade Commission. 

Director, Shanghai Civil Affairs Bureau.

Manager of Syndicated Loan Dept, Bank of China, London Branch

6 Directors, Supervisors, Senior Management and Staff
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International Holdings Co.,Ltd. Previous positions held with Jin Jiang Group include Vice-president, Director and 

Zhang Yuliang, Male, born in Dec. 1956, graduated from Shanghai Agronomy College with a Bachelor's Degree major in 

Agricultural Economics.  Mr. Zhang is Party Secretary, President and Chairman of Shanghai Greenland (Group) Co.,Ltd. 

Previous positions held include Senior officer at the General Planning Section, Shanghai Agricultural Committee; 

Deputy Director of Shanghai Municipal Housing Administration Office and Party Secretary and General Manager, 

Jia Chunrong, Male, born in Jul., 1948, graduated from Lixin Accounting Institute with a diploma major in Accounting.  Mr. 

Jia is Chairman of Shanghai Investment and Management Co.,Ltd. Previous positions held include Deputy General 

Economist, and Head of Planning & Finance Dept., Deputy General Manager, Shanghai SITICO Investment Industry Co.; 

Mei Zhe, Female, born in Jun.,1965, graduated from Shanghai Jiaotong University with a Master's Degree major in 

electronic materials and devices.  Ms. Mei is Party Secretary and General Manager of Shanghai Social Welfare 

Development Group.  Previous positions held include Deputy Director, Shanghai Aging Population Affairs Development 

Center; Legal Representative, Shanghai Qian He Hotel; Deputy Party Secretary and Acting General Manager, Shanghai 

Zhang Wei, Male, born in Aug., 1945, graduated from Shanghai TV University with a diploma, major in Administration.  

Zhang was formerly Director of Finance and Trade Office of Luwan District Government; Party Secretary and 

General Manager of Luwan Administrative Division, Shanghai City Credit Cooperatives.  Previous positions held with 

Bank of Shanghai include General Manager, Southern Region, the Chief Administrative Officer and Secretary of 

Lu Wenzhong, Male, born in Feb., 1947, is Chairman and Party Secretary of Yingdong Village, Chenjia Town, 

Chongming County. He was formerly Accountant and head of the local militia company and the farming labour group.

Tang Wenxin, Male, born in Jun., 1948, graduated from Shanghai Minli High School. Mr. Tang is Chairman of SRCB 

Labour Union.  Previous positions held include Chief of Credit Cooperatives Department, Agriculture Bank of China, 

Shanghai Branch; Deputy Director, Shanghai Rural Financial Reform Leadership Group's Office; Director, Credit 

Cooperatives Supervision Division, PBOC Shanghai Branch; Director of Cooperative Finance Administration 

Department of PBOC Shanghai Branch; Vice President, Shanghai Rural Credit Cooperatives Union and Director of 

Li Rong, Female, born in Dec., 1959, graduated from Shanghai Television School major in International Accounting.  Ms 

Li has an accounting qualification.  She is Deputy General Manager, SRCB Putuo Sub-branch.  She was previously 

Wu Xing, Male, born in Jun., 1945, Junior College, graduated from Anhui Finance and Trade College with a diploma 

major in Financial Management.  Mr. Wu was formerly Vice President of ICBC, Anhui Provincial Branch; Commissioner 

of ICBC Internal Audit and Supervision Bureau, in Wuhan Province; General Manager, Audit and Supervision Bureau 

Yan Qifen Male, born in Oct., 1941, graduated from Shanghai University of Finance and Economics with a diploma, 

major in Finance.  Mr. Yan is Chairman of Shanghai Da An Value Document Delivery Co.,Ltd.  Previous positions held with 

Agricultural Bank of China, Shanghai Branch, include Head of Industrial and Commercial Credit Division; Chief 

Assistant President and CFO.

Shanghai Greenland Development Company. 

Deputy General Manager and General Manager of Shanghai SITICO Investment Management Co., Ltd 

Social Welfare Development (Group) Co.,Ltd.

Supervisory Board.

SRCB Labour Union Working Committee.

Assistant General Manager and Deputy General Manager, Putuo Rural Credit Cooperatives Union. 

and Head of Internal Audit Bureau, ICBC.

Economist, Deputy General Manager; Party Secretary, General Manager and Senior Analyst.
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6.1.4.2 Supervisors

6 Directors, Supervisors, Senior Management and Staff

Shen Huiqi, Male, born in Oct., 1950, graduated from Shanghai University of Finance and Economics with a Bachelor's 

Degree major in Finance.  Mr. Shen is Chairman of Board of Supervisors, SRCB.  He was formerly members of the 

Party's Standing Committee of Jiading District, Shanghai and Deputy Party Secretary and Deputy Director of Fengxian 

Cai Hongsheng, Male, born in Apr., 1949, graduated from the Management School of Fudan University with a 

Bachelor's Degree, major in Scientific Management. Mr. Cai is Chairman and Party Secretary, Oriental International 

(Group) Co.,Ltd.   Previous positions held include Secretary-General and Deputy Director of the Shanghai Municipal 

Finance and Trade Office; Director and Deputy Party Secretary, Shanghai Municipal Commerce Commission.

Lou Jinjiang, Male, born in Aug., 1951, graduated from PLA Nanjing Institute of Politics. Mr. Lou is Deputy Secretary of 

Discipline Committee, SRCB. He was formerly Deputy Director of Agitprop & Education Division, Shanghai Municipal 

Finance Bureau, Deputy Director; HR Department and Deputy Director, Agitprop Department, Shanghai General 

Wu Zhenlai, Male, born in Sept., 1950, graduated from the Adult Education College of Tongji University with a 

diploma. Mr. Wu is the Chairman of Shanghai Shanxin Property Co.,Ltd. He was previously Manager, Shanghai 

Lu Changsheng, Male, born in Jul., 1959, graduated from the Economics and Management Institute of the PLA Air Force 

College of Politics.  Mr. Lu is Manager of the Support Advisory Division of Shanghai Qingpu Asset Operation Co., Ltd 

and Manager of Shanghai Qingpu Grain & Oil Warehouse Management Company.  He was previously Manager of 

Zhang Tiangao, Male, born in Jan., 1945, was previously General Manager, Xuhui Credit cooperatives Union and Vice 

Zhang Zuyu, Male, born in Dec., 1957, is General Manager Zhangyan Sub-branch, SRCB. He was formerly General 

Liu Hongzhong, Male, born in Jun., 1965, graduated from Fudan University with a PhD, major in Finance. Mr. Liu is 

Director and Professor of International Finance Faculty and Deputy Director of International Finance Research Centre 

of Fudan University.  He was formerly Associate Professor and Deputy Head of International Finance Faculty of Fudan 

District Government.

Economic Committee.

Wenhua Architectural Design Firm.

Shanghai Qingpu Grain & Oil and Foodstuff Co., Ltd.

President, South East Suburb Express Ring Road Company.

Manager of Zhangyan Credit Cooperatives.

University.

A
n

n
u

a
l  

 R
e

p
o

rt
  
 2

0
0

6



6.1.4.3 Senior management

Ye Guorong, Male, born in Nor., 1957, graduated from Shanghai University of Finance and Economics with a diploma 

major in Finance. Previous positions held with Bank of Shanghai include General Manager, Huanlong Sub-branch, 

Qiao Zhongxing, Male, born in Oct., 1957, graduated from Shanghai Normal University with a Bachelor's Degree in 

Chinese Language and Literature. Mr. Qiao is Assistant President of SRCB and General Manager, SRCB Pudong Branch.   

He was formerly Deputy General Manager, Bank of Shanghai, Pudong Branch; Assistant Director, Shanghai Rural Credit 

Wu Guohua, Male, born in Nor., 1964, graduated from Shanghai University of Finance and Economics with a Master's 

Degree, major in Monetary and Banking. Mr. Wu is Assistant President, SRCB. He was formerly General Manager, 

Corporate Banking Dept., China Minsheng Banking Corp Ltd., Shanghai Branch and Assistant Director, Shanghai Rural 

Zhao Deyuan Male, born in Oct., 1964, graduated from Shanghai University of Finance and Economics with a Bachelor's 

Degree, major in Fiscal Policy and Treasury. Mr. Zhao is Secretary to SRCB's Board of Directors and Head of Presidents' 

Office. Previous positions held include Assistant General Manager, ICBC Pudong Branch; Deputy General Manager, 

ICBC Bund Sub-branch; Deputy General Manager, Finance Department, ICBC shanghai branch; Deputy General 

General Manager, Zhabei Regional Branch and General Manager, Accounting & Settlement Dept. 

Cooperatives Union and General Manager, Pudong Credit Cooperatives Union. 

Credit Cooperatives Union.

Manager, No.2 Business Dept. ICBC Shanghai Branch and General Manager, ICBC Waigaoqiao Sub-branch.

6.2 Change of directors, supervisors and senior management during the reported period

No such changes have taken place during the reported period.

6.3 The Staff

As at the end of the period, there were 4,088 employees on the payroll, of which 3,953 were contracted employees, 

accounting for 96.69% of the total employees, there were 97 managerial personnel above the middle management positions, 

or 2.37% of total staff.  88 employees held Master's Degree or PhD, accounting for 2.15% of the total,  2619 employees held 

Bachelor's Degree or Diploma, accounting for 64.07% of the total . 1381 employees graduated from Technical Secondary 

School or below, accounting for 33.78% of the total.
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7.Corporate Governance

7.1 Corporate governance 

The Company revised the Articles of Association and the Rules for Shareholders' General  Meeting, according to the 

revised “Company Law of People's Republic of China” and “Guidelines on the Duty of the Board of Directors of 

Commercial Banks”. The boundaries of the responsibilities of the Board of Directors, Board of Supervisors and the 

specialized committees under the Board, as well as the rules of conduct have been further clarified, according to 

relevant commercial bank laws and regulations and regulatory guidelines.  Chairman of the Board of Supervisors was 

elected. The General Meeting of Shareholders, Board of Directors, Board of Supervisors and the senior 

management performed their respective responsibilities in a cooperative manner. Two shareholders meeting, six 

board meetings and seven supervisory board meetings were held during the reported period. The establishment of 

corporate governance has been further advanced.

7.1.1Shareholders and Shareholders' General Meeting

During the reported period, the Company held 2005 Shareholders' Annual General Meeting on April 28, 2006, and held 

the first 2006 Temporary Shareholders' General Meeting on December 14, 2006.  SRCB has performed related legal 

procedures strictly according to relevant regulations.  Shareholders' rights to access information, to participate and to 

vote were ensured.  A legal opinion was issued by Jun He Law Firm.

7.1.2 Shareholders and the Company

The equity configuration of the Company complied with relevant banking regulations and rules. The top five 

shareholders did not bypassed the General Meeting of Shareholders to intervene with the Company's operation and 

decision-making, directly or indirectly. The Company was completely independent from the top five shareholders in 

terms of personnel, assets, financial affairs, organizational structure and business operation. The Company's Board of 

Directors, Board of Supervisors and its internal organizations were able to operate independently.

7.1.3 Directors, Board of Directors and specialized committees

During the reported period, the Company's Board of Directors called for six meetings. The Board of Directors actively 

performed their duties, assessed major events relating to the Company's development with due diligence and contributed 

In order to enable the specialized committees to better perform their duties, the Board of Directors made the following 

adjustments in the committee members: Mr. Zhang Wei was appointed member of Related-party Transaction Committee 

and was no longer a member of Nomination and Remuneration Committee.  Mr. Zhang Yuliang was appointed member of 

Nomination and Remuneration Committee and was no longer a member of Related-party Transaction Committee. Members 

to the reliable operation and sustainable development of the Company.

of the Committees after the adjustment are as follows:

Members of Strategy Committee: 

Li Xiulun (Chairman), Shen Xingbao, Pan Longqing, Li Rong

Members of Related-party Transaction Committee: 

Yan Qifen (Chairman), Shen Xunfang, Chen Shaochang, Zhang Wei

Members of Risk Management Committee: 

The detailed activities relating to corporate governance during the reported period are as follows:
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7.1.4 Supervisors, Board of Supervisors and specialized committee

During the reported period, Shen Huiqi was elected the supervisor at the Shareholders' General Meeting and Chairman at 

the third meeting of the first Board of Supervisors. The Board of Supervisors established two committees, namely 

Nomination Committee and Audit Committee, and appointed Secretary of the Board of Supervisors. Functionality of the 

Board of Supervisors had been further leveraged.

 During the reported period, the Company held seven Supervisory Board meetings. 

7.1.5 Information disclosure and transparency

According to the “Provisional Rules for Information Disclosure of Commercial Banks” issued by the People's Bank of 

China, and the “Notice of CBRC on Standardizing the Content of Joint-stock Commercial Bank's Annual Report”, the 

Company formulated the “Management Rules for SRCB's Information Disclosure”, and disclosed the information 

The Company carefully handled all the correspondences, telephones, visits and enquiries from shareholders and other 

interested parties and ensured equal opportunities for all shareholders and other interested parties to access information.

Accordingly.

7.2  Relation with the holding shareholders
The Company did not have any controlling shareholders.  The Company is fully independent from major shareholders in 

terms of business operation, personnel, assets, organizational structure and finance affairs.  With integrated business 

system and independent management, the Board of Directors, Board of Supervisors and its internal organizations were 

 able to operate independently.

7.3  The Company's management and decision-making system

The Company's top authority is the General Meeting of Shareholders, which authorizes the Board of Directors to 

execute the functions of decision-making and management, and the Board of Supervisors to perform the function of 

supervision of the Company.  The President, who is appointed by the Board of Directors, has overall responsibility for 

daily management and business operation of the Company. The Company operates under the system of “a single legal 

entity structure, a uniform accounting system, a tiered management model and a discretion delegation policy”.  None of 

the branches are independent entities in accounting sense. They operate under the authorization from the head office 

The Company's senior management established policy of collective decision-making on major issues, and set up four 

specialized committees, namely, Asset-Liability Management Committee, Market Promotion Committee, Credit Risk 

and report to the head office.

Management Committee and Operational Risk Management Committee.

Hou Funing (Chairman), Sheng Xunfang, Shi Derong, Jia Chunrong

Members of Audit Committee: 

Wu Xing (Chairman), Lu Wenzhong, Tang Wenxin

Members of Nomination and Remuneration Committee: 

Wu Xing (Chairman), Zhang Yuliang, Chen Wenjun, Mei Zhe
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General Meeting 
of Shareholders 

Board of Directors

President's Office

Corporate Banking 
Dept.

Retail Banking 
Dept.
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Dept.

Treasury Dept.

Data Processing 
Centre

Training Centre

7.4  Organizational Chart

Party & Staff  Affairs 
Dept.

Human Resources 
Dept.

Security Dept.

Administration Dept.

Information Technology 
Dept.

Strategy Committee

Risk Management 
Committee

Related-party Transaction 
Committee

Audit Committee

Nomination & Remuneration 
Committee

Office of the Board 
of Directors

Business Dept.

Clearing Centre

General Office
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Planning &Financial
Management Dept.

Compliance Dept.

Collateral Recovery 
Dept.

Accounting & 
Settlement Dept.

Risk Management 
Dept.

Audit & Supervision 
Dept.

Operational Risk Management 
Committee

Board of Supervisors

Asset-Liability Management 
Committee

Market Promotion 
Committee

Nomination Committee

Audit Committee

Loan Examination & 
Approval Committee

Risk Assets Resolving 
Committee

Pudong Branch & Sub-
branches of District

Secondary Sub-branches

Business Outlets

Credit Assessment Centre
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8.  General Meeting of Shareholders 

8.1 The Company held 2005 Shareholders' Annual General Meeting on April 28, 2006. The meeting was chaired by Mr. 

Li Xiulun, Chairman of the Company's Board of Directors. 70 shareholders and their representatives attended the 

meeting, representing a total of 2,123,775 thousand shares, accounting for 70.7855% of the Company's total share 

capital. The meeting was conducted in compliance with “The Company Law of the People's Republic of China” and 

related laws and regulations, as well as the Company's Articles of Association. The following resolutions were approved 

by written votes:

(1) The 2005 Report of the Board of Directors of Shanghai Rural Commercial Bank Co., Ltd.

(2) The 2005 Report of the Board of Supervisors of Shanghai Rural Commercial Bank Co., Ltd.

(3) Proposal on Final Accounts for 2005 and Financial Budget for 2006 of Shanghai Rural  Commercial Bank Co., Ltd.

(4) Proposal on Profit Distribution for 2005 of Shanghai Rural Commercial Bank Co., Ltd.

(5) Proposal on the Revision of the Articles of Association of Shanghai Rural Commercial Bank Co., Ltd.

(6) Proposal on the Remuneration of Directors and Supervisors of Shanghai Rural Commercial Bank Co., Ltd.

(7) Proposal on Electing Mr. Shen Huiqi as Supervisor of Shanghai Rural Commercial Bank Co., Ltd.

8.2 The first temporary session of Shareholders' General Meeting  was held on December 14, 2006.  The meeting was 

chaired by Mr. Li Xiulun, Chairman of the Company's Board of Directors. 73 shareholders and their representatives 

attended the meeting, representing 2,106,920 thousand  shares, accounting for 70.2237% of  the Company's total share 

capital. The meeting was conducted in compliance with “The Company Law of the People's Republic of China” and 

related laws and regulations, as well as the Company's Articles of Association. The following resolution was approved 

by written votes: 

Commercial Bank Co., Ltd.. 

8.3  Election, replacement of directors & supervisors and appointment of senior management 
During the reported period, Shen Huiqi was elected Supevisor of the Company at the 2005 Shareholders' Annual General 

Meeting.

During the reported period, there has been no election or change of other directors or appointment of senior management.
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9.1.1 Principal operating income, principal operating profit, net profit and increase in cash and cash equivalents
                                                                             

9. Report of the Board of Directors

9.1 Discussion and analysis of overall performance during the reported period

9.1.2  Comparison of Total Assets, Shareholders' equity as at the end of the Period to that as at the beginning of the Period

Items

Principal operating income

Principal operating profit

Net profit

Increase in cash and cash equivalents

Reported Period

5,347,629

388,115

398,441

(-1,211,925)

Previous year

3,989,610

360,353

327,567

6,722,475

Increase/Decrease

34.04%

7.70%

21.64%

-118.03%

Unit: RMB'000

Key Reasons for Change

(1) Increase in Operating Income is mainly due to the increase in the scale of the business and return on lending assets.

(2) Increase in Operating Profit is mainly due to the increase in the scale of business and the increase in principal operating income.

(3)Increase in Net Profit is mainly due to the increase in principal operating profit.

(4) Cash and Cash Equivalent decreased due to the substantial reduction in the Cash Flow from Financing Activities.

Items

Total Assets

Shareholders' equity

Reported Period

136,149,322

6,486,962

Last Period

127,416,876

6,153,530

+/-(%)

6.85%

5.42%

Unit: RMB'000

Main causes for the change:

(1) The increase in total assets is mainly due to the increase of total lending and deposit.

(2) The increase in shareholders' equity is mainly due to the increase in net profits.
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9.2.  Overview of the company's business operation

9.2.1  Scope of principal operating activities and general situation of operation

9.2.1.1  Scope of principal operating activities

The Company's principal operating activities, as approved by the People's Bank of China and the China Banking 

Regulatory Commission, include: absorbing deposits from the public; extending short, mid and long-term loans; handling 

domestic and international settlements; discounting bills and notes; acting as agent for the issuing, encashment, and 

underwriting of state bonds; trading state and financial bonds; conducting interbank lending and borrowing; providing 

bank card services; absorbing deposits in foreign currencies; extending loans in foreign currencies; providing remittance 

services in foreign currencies; providing international settlement services; conducting interbank lending and borrowing 

in foreign currencies; providing credit standing investigation and verification services; providing collection and agent 

payment services; working as an agent for insurance products; providing safe box services; and other businesses 

approved by the China Banking Regulatory Commission.

9.2.1.2  Overview of the Company's business operation 

Key performance Indicators

By the end of the reported period, the Company's business operation may be summarized as following:

The Company's total Liabilities rose to RMB129.662 billion, up RMB8.399 billion, or 6.93% on a year-on-year basis. The 

total outstanding deposits at year-end was RMB 115.921 billion, a net increase of RMB 15.014 billion or 14.88% from the 

beginning of the year. The outstanding current deposits rose to RMB58.686 billion, representing 50.63% of 

total deposits, up RMB5.645 billion or 10.65% from the beginning of the year. The outstanding fixed deposits rose to 

RMB57.235 billion, representing 49.38% of total deposits, up RMB9.369 billion or 16.37% form the beginning of the year.  

Due to the influence of the PBOC's raising interest rates the fixed savings deposits, having the most significant growth, 

The Company's total assets rose to RMB136.149 billion, up RMB8.732 billion or 6.85% on a year-on-year basis. The 

total outstanding loans rose to RMB73.726 billion, up RMB10.426 billion or 16.47% from the beginning of the Period. 

The outstanding short term investment rose to RMB6.525 billion, up RMB0.103 billion or 16.47%. The outstanding long-

term investment rose to RMB26.054 billion, up RMB5.636 million or 27.60%.  RMB1.203 billion bond investment was 

According to the 4-category classification of loans, the Company's Non-Performing Loans (NPL) stood at RMB1.225 

billion, up RMB30 million on a year-on-year basis. The proportion of non-performing loans decreased from 1.89% at the 

beginning of the year to 1.66% by the end of the year. According to the 5-category classification of loans, the Company's 

NPL decreased by RMB432 million, or 16.76% to RMB2.145 billion. The NPL ratio decreased to 1.16% from 2.91% at 

During the 2006 financial year, the Company's profit before assets depreciation provision rose to RMB1.725 billion, up 

RMB317 million or 22.52% on a year-on-year basis. In 2006, the Company charged an amount of RMB1.25 billion as 

provisions for loan losses. The Company's before-tax profits totaled RMB475 million, an increase of RMB110 million or 

30.14% from the beginning of the year. The booking net profit was RMB398 million, an increase of 71 million or 21.71% 

from the last period. By the end of 2006, shareholders' equity increased by RMB333 million to RMB6.487 billion, a 

reached RMB49.941 billion, up RMB8.563 billion, or 20.69%.

written off in 2006.

the beginning of the Period.

5.42% increase.
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Development of Corporate Banking Business 

Development of Personal Banking Business

During the reported period, the Company's personal deposits business continued its trend of growth. Personal savings 

deposits rose to RMB57.1 billion, up RMB9.7 billion or 20.46%. Among all the financial institutions in Shanghai, the 

Company enjoyed the greatest growth rate of personal assets business. New products, including personal loans for 

farmers to finance daily expenditure and farming business and other small businesses have been developed. To better 

manage the business, the Personal Credit Information Database Enquiry System, the on-line Security Application System 

and the Property Information Enquiry System have been put into operation. By the end of the period, the total outstanding 

personal loans, including loans to farmers, increased by RMB2.690 billion or 39.88% to RMB9.436 billion.  490,000 more 

bank cards were issued, an increase by 25.39%, bringing total number of cards issued to 2.42 million.  More value-added 

functions were added to the cards, which can be now used in 24 countries and regions overseas, including Australia, New 

Zealand, Japan, Russia Switzerland and etc. The utilities fee payment function was strengthened with almost all types 

utility fees covered. 1,874 POS was installed, a 691 increase from the beginning of this year.  Pension and social security 

payment of RMB3.371 billion were processed. 423 ATMs were installed. Three self-servicing facilities attached to the 

Treasury Operation

As a licensed trader on the primary market, the Company actively participates in the issuing of  central bank notes.  The 

amount of the notes underwritten reached RMB107.88 billion, an RMB91.490 billion increase from last year.  As a 

member of the consortium underwrites treasury bond, CDB paper, China Exim Bank debt and ADBC debt, the Company 

underwrote accumulatively RMB44.680 billion treasury bonds and sovereign papers, representing an RMB23.280 billion 

increase.  In the ranking of underwriters published by policy banks in 2006, the Company ranked number 15 in terms of 

treasury bonds underwritten, number 9 in terms of CDB debt underwritten, and number 4 in terms of  China Exim Bank and 

ADBC debt underwritten.  The value of drafts re-discounted was RMB36.280 billion.  Credit assets traded were 

Fee-based business

From April 2006, the Company started to charge fees in the business. Total fee income for the year was RMB88.91 million, 

up 78% or RMB25.21 million. Settlements fees reached RMB33.95 million, 38% of the total fee income; commission 

income reached RMB54.96 million, 62% of the total fee income. Total net fee income from fee-based business in 2006 

 

branches have been built.

RMB12.460 billion and inter-bank lending and borrowing reached RMB740 million.

was RMB40.69 million.

The Company has firmly conducted the business with the market orientation of “servicing agriculture, countryside and 

farmers; supporting the development of SMEs”.  Business has progressed through the intensification of marketing 

activities and innovation of products and services.  The “six mechanisms” of small enterprise financing have been 

preliminarily established.  Products of small enterprises mortgage loans have been launched and well recognized by the 

market.  These new products include residential properties mortgage loans, commercial properties mortgage loans, 

priority discount of commercial drafts, loans for farmers' cooperatives, revolving loans, domestic loans in foreign 

currencies and etc. The Company provided more than RMB6 billion loans to medium-to-large projects and high-end 

customers. Corporate deposits marketing measures achieved breakthrough with the acquisition of qualifications to open 

special accounts of non-tax income for a number of regional governments and residential property maintenance funds and 

to transact bulk payments for township governments.  The balance of I & G guaranteed loans increased by 79.3% from the 

beginning of the year to about RMB890 million, making the Company one of the leading banks in Shanghai in this product.
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By dialing 962999, customers may access the Company's convenient and secured 24-hour self-help service. In 2006, 
new functions were introduced into phone banking, including mobile phone store value card top-up, SMS 
notification, business deposit account enquiry and multiple account consolidation. The customer call centre handled 
3.11 million calls during the year, including 2.99 million phone-banking transactions, a 71% increase from last year.

The Company strengthened its risk management and audit whilst accelerating its business.  In compliance with the 
macro economic policy, effective measures have been applied to reduce the balance of existing loans in big amounts 
and to limit the amount of new large credit exposures. The strong increase in large credits has now been leveled off.  
Audit has been conducted on property development loans, infrastructure loans and industrial park development loans to 
identify major potential areas of risks.  Credit policy was strengthened. Credit committee process at the head office and 
regional branch level has been improved based on the principles of specialization, segmentation and efficiency. Credit 
file warehouse has been built.  A preliminary credit file management system with regional branches as centralization 
points has been set up. Credit file management practice has been further standardized. With the 5-category 
classification of loans, plans have been drawn to improve the quality of material special-mentioned loans through 
reduction of exposure, improvement of guarantee and withdrawal procedures. The balance of special-mentioned
loans decreased by nearly RMB3 billion.  The development of electronic credit management system has made progress 
with CIMS phase one completed and phase two started.  Small enterprise risk rating model, which was jointly developed 

The Company reviewed internal policies, centralized the managing mechanism of administrative permit across the bank, 
introduced compliance risk reporting system and improved compliance risk early warning system. At the same time, a 
pilot project on process review has been initiated.  Existing processes and projects have been identified. Compliance 
has participated actively in business and product innovation and compiled a series of reference books including 
“Handbook on Applicable Laws for Compliance Officers of Commercial Bank”, “Selected Rules and Policies of 
SRCB” and “The All-In-One Handbook of SRCB Business Lending”.  Internal publications such as “Compliance 
Briefing”, “Compliance Advice” and “Compliance risk Bulletin” were issued on regular basis to provide support and 
facilitate regulatory supervision. Compliance training covering all staff was conducted. Compliance promotion 
campaigns and the first compliance knowledge contest were launched to improve staff awareness of compliance and 
their business skills. Legal affairs management was further strengthened. Corporate lawyers have been introduced on 
trial basis. To meet the corporate governance requirements, the “authorization and delegation” arrangement based on 

During the Period, to improve the Company's internal control system, the Company issued a number of compliance 
policies, including “Provisional Rules on Internal Control”, “Provisional Rules on Internal Control Responsibilities” 
and “Provisional Rules on the Assessment of Internal Control”.  Training on the assessment of internal control has 
been provided. Self-assessment and audit have been conducted.  Special cases have been targeted for solution and 
improvement. Internal control has been improved through the review of policies, identification of non-compliance 
behavior, management of accountability and consequence and enforcement of exchange programs, rotation policy, 
compulsory leave and independent audit policy and related party policy. According to the criteria of “Internal 
Guidelines on the Rating of Commercial Banks' Supervision Practice”, self-risk assessment has been conducted to 

During the Period, the Company has progressed on the establishment of operating systems, information management 
systems and mainframe server and network. Technology has played a leading role and has provided strong support to 
business. Construction of the data centre was completed and IT operation relocated to the efficient platform, which 
provides high quality service to business. Operational procedures, plans and processes have been improved, as well 
as the emergency response system. Construction of integrated business system, international business system and 
front-end system continued to the advanced stage. New systems were developed to support internet banking for 
business customers, hind-sight reconciliation, bulk payment and operation of Residence Maintenance Fund, enabling 
the business to provide more comprehensive services to customers covering all aspects. Information-based 
management capability continued to be improved with the development or upgrade of systems such as Comprehensive 
Statistics Analysis System (1104), Small Business Risk Grading Model, Payroll Processing, PBOC Business Credit 

Customer Call Centre

Risk Management

with ANZ, has been tested with satisfactory results.

Compliance

the operating model has been implemented across the bank in 2006. 

Internal Control

summarize the current status of the Company's risk management practice and areas of improvement.

Technology

Information Enquiry Tool.
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9.2.1.3   Principal income indicators

9.2.1.5  Top 5 industries of RMB loans

Note: Total loan balance is RMB73.72648 billion.

Business type

Loans

Interbank lending and borrowing

Income from investment

Other operating income

Total

Income

3,778,922

691,724

782,034

94,949

5,347,629

Unit: RMB'000 

9.2.1.4  Market share of major products

According to the data from the PBOC Shanghai Head Office, the Company's market share of major products or services 

in the year of 2006 was as follows.

No.

1

2

3

4

5

Industry

Real estate

Manufacturing

Leasing and commercial service

Wholesale and retailing

Water, environmental and public utilities

Year-end balance (RMB'0000)

1552812

1471143   

849585

454871

338698

Percentage(%)

21.06

19.95

11.52

6.17

4.59
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By the end of 2006, the Company's total deposits reached RMB115.9 billion, 4.93% of Shanghai market share, ranking 

the 8th among all the commercial banks in Shanghai.  Total loans stood at RMB73.7 billion, 4.97% of Shanghai market 

share, ranking the 8th place in Shanghai banks.  SRCB ranked the 11th place among commercial banks in terms of 

individual consumption loans, with the outstanding balance at RMB8.4 billion, 3.18% of Shanghai market. Having the 

2nd place among Shanghai commercial banks in terms of growth, the Company's individual consumption loans 

On the 2006 Debt Underwriters lists published by the Ministry of Finance and policy banks, the Company ranked the 15th 

place in terms of treasury bonds underwritten, the 9th place in terms of CDB debt underwritten, and the 4th place in terms 

 

With the total trading volume of bond trading and repurchasing at RMB 1356.326 billion, SRCB ranked number 13 of the 

 

increased by RMB2.271 billion.

of China Exim Bank and ADBC debt underwritten. 

inter-bank bond market.



9.2.1.6   Major off-balance sheet items and risk management status

9.2.2  Major holding companies

Item

Interest receivable

Letter of Guarantee issued

Balance in the end of 2006

492,190

165,038

Balance in the end of 2005

457,936

39,776

The Company has the policy to pursue recovery even after the loan was written off.  Management rules stipulating the 

process and timeline of disposing foreclosed assets have been established, aiming to maximize the loan recovery.  

Management rules and processes on the issuance of letter of guarantees, bank accepted drafts and other instruments 

incurring contingent liabilities have been established.  Criteria of qualified applicants, margin deposits and security methods 

have been clearly defined. So have the applicable legal documentation and approval and review discretions, in order to 

minimize and contain risk.

Company name

China UnionPay 

Rural Credit Banks Funds Clearing Center

Term of Investment

Open

Open

Shareholding percentage

0.18%

6%

Amount of Investment as 
at the end of Period

    
3,000

6,000

Unit: RMB'000 

Unit: RMB'000 
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9.2.3  Challenges and strategies

During the Period, to address the rapid increase of credit and overheated investment in fixed assets, the government 

continued to implement macro-economic policy. Credit risk in certain industry exposures has increased. Shanghai's 

urbanization has accelerated.  Manufacturing industry continued its relocation into the rural areas. Residents are moving 

progressively outside the downtown area.  State-owned Banks and joint stock banks have been focusing on the suburban 

areas of Shanghai, threatening the company's established favorable position. China's financial market continued to open 

up after WTO accession.  Competition between commercial banks is intensifying. The Company has taken the following 

(1) To deepen the reform and drive development with innovation. First, by establishing a performance appraisal system 

that meets the requirements of retail banking orientation, the Company introduced the concept of economic capital as a 

key performance measurement.  The Company established the overall risk management concept, changed the operating 

philosophy, shifted the focus away from balance sheet growth and short-term benefits to quality and long-term 

sustainability.  Secondly, the Company accelerated the restructure of management system of branches and developed 

(2) To accelerate the adjustment of business structure and dedicate total efforts to retail business. The Company strictly 

controlled lendings to overheated industries, limited large exposure, restrict medium to long-term credits, encouraged  

personalloans, adjusted existing loan portfolio, reduced NPLs, and developed fee-based business to increase the portion 

strategies to address the above challenges:

 distinctive retail business models at branch level.

of  fee income in total revenue.
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(3) To strengthen internal control and risk management. The Company strictly controlled credit risk, enhanced the 

independence of audit function, actively conducted audit and inspection, implemented comprehensive assessment on 

internal control, increased the amount of samples in audit, enhanced the analysis of macro-economy, carefully studied the 

change of macro-economic policy, improved the soundness of prejudgement and actively and timely made industry entry or 

exit decisions. The Company increased the focus on the management of industry concentration risk, fully reviewed 

exposures to real estate, infrastructure and industrial park development projects, strictly limited new loans and reduce 

existing loans, enhanced the management of key risks to prevent large credit loss, controlled the portion of medium to 

long-term exposure in the portfolio, established dynamic monitoring policy, exercised credit discipline, standardized 

(4) To initiate the reform of human resource management. In terms of the market rule, the Company established the 

system of position classes, performance appraisal and remuneration management that meets the requirement of a 

modern commercial bank. The Company focused on the training of new staff, back office managers, marketing staff and 

credit approval process and enhanced enforcement.

other key business talents.



9.3  Summary of bank business data

9.3.1  Branches 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Number

1

46

26

25

23

29

25

28

24

27

34

10

12

13

5

1 

Name Address Number of Outlets
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Business Department of Head Office

Pudong Branch

Minhang Sub-branch

Jiading Sub-branch

Baoshan Sub-branch

Nanhui Sub-branch

Fengxian Sub-branch

Songjiang Sub-branch

Jinshan Sub-branch

Qingpu Sub-branch

Chongming Sub-branch

Xuhui Sub-branch 

Putuo Sub-branch

Wujiaochang Sub-branch

Changning Sub-branch

Huangpu Sub-branch

No. 728 West Yan'an Rd

No. 1500 Century Avenue, Pudong New Area

No. 61 Xinjian Rd, Xinzhuang Town, Minhang District

No. 386 Tacheng Rd, Jiading District

No. 1198 Mudanjiang Rd, Baoshan District

No. 5 Shaonian Rd, Huinan Town, Nanhui District

No. 9780 Nanfeng Highway, Nanqiao Town, Fengxian District

No. 405 North Renmin Rd, Songjiang District

No. 505 West Weiqing Rd, Jinshan District

No. 399 Gongyuan Rd, Qingpu District 

No. 188 Beimen Rd, Chengqiao Town, Chongming County

No.3-7, Lane 9 Zhaojiabang Rd, Xuhui District

No. 599 Xincun Road, Putuo District

No. 2721 Songhuajiang Rd, Hongkou District

No.8 Lane 555 Gubei Rd, Changning District

1st Floor, No. 500 Guangdong Rd, Huangpu District



9.3.2  5-category classification of credit assets

Percentage

74.90

22.19

1.96

0.93

0.01

100

Amount

5,521,938

1,636,209

144,807

68,824

870

 7,372,648    

Percentage

61.94

33.99

3.87

0.17

0.03

100

Amount

3,920,866

2,151,441

245,085

10,511

2,147  

6,330,050   

Pass

Special-mentioned

Sub-standard

Doubtful

Loss

Total

Type Beginning of the year End of the year
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Unit: RMB'0000

In accordance with PBOC's “Notice of Publishing the Guidance on Provisioning for Loan Losses”, MOF's “Notice of 

Publishing the Management Rules on Loan Loss Provisions of Financial Institutions” and MOF's “Notice of the Issues 

on Loan Loss Provision”, loan loss provisions have been accrued.  Details of the Company's provisions were as follows.

(1) Loan loss provisions covered the assets, such as short-term loans, medium to long-term loans, overdue loans, 

(2) Percentage of loan loss provisions to credit assets: 2% for special-mentioned loans, 25% for sub-standard loans, 50% 

(3) As at 31 December 2006, the balance of total provisions was RMB3,824,137 thousand (including general reserve of 

RMB2,617,824 thousand and bad debts provisions of RMB1,206,313 thousand). The coverage ratio of loan loss 

9.3.3  Provisions

doubtful loans, bad loans, discounted notes and discounted import and export drafts.

for doubtful loans and 100% for loss loans.

provisions reached 115.76%.



To comply with CBRC's “Guidelines on the Management of Risks in Commercial Banks' Lending to Business Group 

Customers” and relevant principles issued by the CBRC Shanghai Bureau, the Company established the 

“Management Rules and Detailed Implementation Rules on Unified Credit Granting for Group Customers”, which 

defined unified credit granting, regulated the risk control and security structure of existing credit exposure to group 

customers and the grouping of various loans.  A credit information database on private-owned related group customers 

was also established to assist dynamic monitoring of group customers' credit risk.  In the meantime, the group customer 

identification function of Credit MIS combined with manual judgement enabled effective understanding of risk 

information in order to respond in a timely manner. By the end of the Period, the total outstanding loans to private-

9.3.4  Top 10 borrowers 

9. Report of the Board of Directors

Shanghai Fengxian Land Reserve Center

Shanghai Yangpu City Construction Investment Co.,Ltd

Shanghai Tongsan Highway Co.,Ltd

Shanghai Jingan Land Development Holding Group  

Shanghai Zhangjiang(Group) Co.,Ltd

Shanghai Jinshan Land Reserve Center

Shanghai Lingang Economic Development Group

Shanghai Qingpu Industrial Park Development Group

Shanghai Yihelongbai Hotel Co., Ltd

Shanghai Lingang Shuyuan Economic Development Co., Ltd

Total

500,000

500,000

459,000

450,000

450,000

400,000

400,000  

350,000

346,000

336,000

4,191,000

0.68

0.68

0.62

0.61

0.61

0.54

0.54

0.47

0.47

0.46

5.68

Borrowers Loan Balance(RMB'0000) %

Note: the total loans stood at RMB73.72648 billion.

9.3.5  Credit granting to Group Customers

9.3.6  Subsidized loans that account for more than (and including) 20% of total loans at year-end:

Such situation never occurred during the reported period.

9.3.7  Balance of restructured loans at year-end and overdue status

Balance of restructured loans was RMB96.82milion at the end of the Period, including RMB2.54 million restructured  loans 

overdue for more than 90 days. 
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Unit: RMB'000 

owned group customers stood at RMB4,722.27 million, 6.41% of total loans.



9.3.8  Major treasury bonds held at the end of the reported period

9.78%

3.28%

2.52%-4.25%

2.0%-2.83%

2.31%-4.18%

4.42%-4.89%

1.58%-3.3%

1.99%-2.91%

   17,000.00 

  180,000.00 

  440,000.00 

1,150,000.00 

1,540,000.00 

  300,000.00 

1,900,000.00 

3,620,000.00 

2007.09 

2007.08 

2008.12 2021.10

2009.06 2012.07

2008.04 2018.10

2009.04 2011.08

2007.07 2012.11

2007.03 2016.03

Type of treasury bonds Annualized interest rate Par Value Date of maturity

Unit: RMB'000 

9.3.9  NPL profile at year-end and the relevant measures taken

At the end of 2006, Total Loans was RMB73.726 billion.

Loans decreased by RMB13 million.

NPLs of RMB0.155 million were written off during the year of 2006

The following measures have been taken on NPLs.

By the end of 2006, foreclosed assets reached RMB915.37 million in total, decreasing by RMB55.05 million from the 

beginning of the year.

1. To improve the quality of new loans by centralizing credit approval at head office, adjusting loan portfolio and improving 

2. To analyze the existing credit exposures and take certain measures, including loan guarantee enhancement, term 

3. To improve the management on legal work. Internal discretion of approving litigation action was defined. Legal 

4. To enhance infrastructure management and policies establishment.  Policies established for NPL management standards 

include the “Management Rules on Off-balance Sheet NPLs”, “Management Rules on Writing-Off of Bad Loans” and 

Guarantee patterns.

resource allocation was rationalized. Agents were hired to resolve historical and difficult cases.  

“Management Rules on Foreclosed Assets”.
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restructure and asset swap. Proceed with legal action on overdue and deteriorating loans in a timely manner.

Book-entry treasury bonds 1997

Book-entry treasury bonds 1999

Book-entry treasury bonds 2001

Book-entry treasury bonds 2002

Book-entry treasury bonds 2003

Book-entry treasury bonds 2004

Book-entry treasury bonds 2005

Book-entry treasury bonds 2006

In accordance with the 5-categorey classification of loans, Normal Loans were RMB55.219 billion, 74.90% of total loans. 

Special-mentioned Loans were RMB16.362 billion, accounting for 22.19%.  Substandard, Doubtful and Loss Loans 

totaled at RMB2.145 billion, or 2.91% of the Total Loans, decreasing by RMB432 million or 1.17% from the beginning of 

the year.  Substandard loans decreased by RMB1.002 billion.  Doubtful loans increased by RMB583 million and Loss 
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The Company faces the following key risks, namely, credit risk, liquidity risk, market risk, operating risk and other risks.

The Company improved credit risk management capability, improved the organizational structure of risk function, 

advanced professional credit approval mechanism based on segregation of lending and credit approving. The 

Company perfected risk control policies, reviewed credit risk policies, re-engineered the processes, and established 

credit rules and processes in response to business needs. The Company strengthened the enforcement of early 

warning mechanism, used Credit Information Management System to exercise real-time monitoring, set up risk 

reporting and response mechanism, improved NPL accountability identification and consequence management, and 

implemented an integrated credit granting and credit authorization system. The Company formulated credit orientation 

guideline, improved the quality of existing loans and optimized the new loans, increased the coverage of guarantees 

and collaterals, strengthened the dynamic monitoring of the key risk exposures such as group customers and property 

On Treasury business, the Company established a framework that provided check-and-balance, which covered trading 

activities, risk management and transaction settlement at the head office to segregate front, middle and back offices, 

progressively improved the capability to manage counterparties' risks, improved reporting mechanism and established 

The Company introduced the key liquidity indicators, established internal liquidity monitoring and reporting system, 

strengthened the monitoring and analysis of deposit/loan ratio and medium to long-term credit assets ratio, rationalized 

the asset portfolio and term structure. The Company further improved balance sheet management to better match 

assets and liabilities, kept the mis-match of terms within reasonable limit, emphasized on borrowers' cash flow analysis, 

and strictly controlled the flow of funds to borrowers. The Company centralized the allocation and management of the 

group's funding, and rationalized the fund's term structure and the size and structure of the portfolio to continuously 

improve portfolio management. The Company established a liquidity backup system comprising excess deposit reserve, 

inter-bank deposit, short-term funding and high-liquid assets, strengthened the projection and analysis of funding, 

established effective communication on funding requirements, accurately forecasted the funding position, maintained 

sufficient flexibility in funding and improve efficiency of fund usage. The Company continuously improved asset quality, 

The Company strengthened the research of macroeconomic situation and financial market, closely monitored the 

movement of interest rates and exchange rates to make sound judgments. The Company enforced the separation of 

trading and investing books, strengthened the management of debt trading, established risk-pricing model, and 

regularly did gap analysis on interest rate and duration to improve the resilience to interest rate risks in the investment 

portfolio. The Company explored the establishment of foreign currency fund management system, enforced strict limits 

on exposure and position squaring management, strengthened the trend analysis on foreign exchange movement and 

position of foreign exchange settlement and sales, and strictly controlled the foreign exchange settlement and sales 

9.3.10  Debts overdue did not occur during the reported period.

9.3.11  Various risks faced by the Company and countermeasures

Credit Risk countermeasures

development loans, and established a dynamic long-term monitoring system.

regular assessment systems in accordance with the different business types.

Liquidity Risk countermeasures

increased deposits, and improved structure of the liabilities to ensure liquidity on the balance sheet.

Market Risk countermeasures

turnover position to reduce the risk of RMB/foreign currency exchange rate fluctuation.



In order to optimize organizational structure and business process to meet internal control requirements, the Company 

established a complete operating risk management system.  In order to analyze, assess, identify and quantify operating 

risks and classify them into high, medium and low categories, the Company regularly assessed the impact of operating 

risk on the safety of assets. As to improve accountability policy, the Company standardized the measurement of 

performance, established key monitoring and checking points in the business process, and established effective operating 

risk early warning system. In order to assess the effectiveness of operating risk control and establish policies on on-

going monitoring and supervision, the Company improved reward and discipline policy, identified the accountability for 

The Company updated the “Compliance Policy” and “Rules on the Administration of Policies” at the appropriate time, 

improved relevant compliance policies and mechanisms to transform compliance risk management model, set up 

dedicated compliance job positions at selected branches to extend the organizational structure of compliance risk 

management function across head office and branches, explored the establishment of a compliance risk management 

monitoring system, established compliance risk assessment system to identify and quantify compliance risks, actively 

participated in product innovation to improve the effectiveness of the compliance service provided to business, 

established a preliminary process for compliance to support business, established communications channel to 

strengthen the support from head office compliance function to full-time or part-time compliance officers, reviewed 

existing external laws and regulations to summarize those with high impact on business, continued to promote and 

provided training at different levels on compliance risk and fine-tuned the targets of compliance management.

Operating Risk countermeasures

operating losses and enforced disciplines.

Compliance and Legal Risk countermeasures
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9.4  Financial indicators

Item 31 Dec 2006 31 Dec 2005 +/-(%) Main Reason

Total assets

Long-term equity investment

Long-term bond investment

Fixed assets

Total liabilities

Long-term liabilities

Shareholders' Equity

Principle Operating profit

Investment income

Net profit

136,149,322

473,779  

25,580,690

1,319,144

129,662,360

18,891,110  

6,486,962

388,115

782,034

398,441

127,416,876  

424,023

19,994,184

1,205,309

121,263,347

14,600,811

6,153,530

360,353

440,621

327,567

6.85%

11.73%

27.94%

9.44%

6.93%

29.38%

5.42%

7.70%

77.48%

21.64%

Increase in Business Scale

Increase in equity investment

Increase in long-term bond holdings

Increase in investment of fixed assets

Increase in total deposits

Increase in long-term savings deposits

Net profit available in the current year

Increase in Business Scale

Substantial increase in long-term investment

Increase in Business Scale
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9.6  Changes in business environment, macro economic policies and the impacts
In the first quarter of 2006, economic statistics had indicated a trend of accelerated growth, and the government formulated 

a comprehensive range of policies to prevent the economy from becoming overheated. The State Council issued six 

policies to control the real estate market. On 29 May, the 9 national ministries and committees jointly published the 

“Opinion on Adjusting the Structure of Residential Property Supply to Stabilize Residential Property Prices”. The 

state tax bureau subsequently published “Notice on Issues Relating to Strengthening the Enforcement of Business 

Tax ”. On monetary policy, in 2006, the PBOC increased the lending rate twice, deposit rate once, statutory deposit 

ratio twice.In the interim, PBOC placed central bank notes on selected subscribers for a number of times. A 

comprehensive range of tools were applied to adjust both the cost of financing and the amount of liquidity.  With the 

implementation of the macro economic policies, key economic and finance indicators demonstrated rapid economic 

growth during the first half of the year and reduced growth during the second half. The economy is getting away from 

overheated growth. 

Applying the macro-economic policy and PBOC  credit orientation guidelines to its actual development of credit lending, the 

Company in 2006 strengthened its control on credit growth so as to slowdown the rapid loan growth and adjust the loan 

portfolio.  The scale of lending was well controlled during the second half of the year.

In response to the adjustment of PBOC interest rates of loans and deposits, the Company timely adjusted the published 

deposit and loan interest rates and pricing policy. Our internal cost of fund was also adjusted twice based on the 

movement of inter-bank market rates. Changes of rates and policies were therefore efficiently passed through our 

system. The increase in base rates had a favorable impact on the Company's return on lending. The impact of 

increase in deposit rates, due to the residual term of the deposits, did not have significant impact.  Full impact of the 

In 2006, PBOC placed central bank notes to the Company and increased the statutory deposit ratio by 1.5%. The 

Company strengthened its liquidity management and ensured full compliance of PBOC requirements.  RMB2.5 billion 

liquid assets were placed with PBOC.  According to the PBOC requirement, the Company has planned to increase its 

statutory deposit ratio by 0.5% respectively in May 2007, November 2007 and May 2008 to arrive at the same level of

 statutory deposit ratio applicable to other commercial banks.  The Company will continue to improve the management 

of liquid assets and enhance the monitoring and early warning system to improve the liquidity risk management capability, 

improve indicators relating to liquidity risk assessment and ensure compliance with the PBOC's requirement on 

increase in base rates is yet to be demonstrated in 2007.

 increasing statutory deposit ratio.

9.7  Business development plans for the new financial year

9.7.1  Basic guiding principle for the business development in the new financial year 

Applying the principle of “Rational Development” to all the developments, the Company will focus on solid development

of retail banking, build a solid foundation, energize innovation and promote balance and harmony, The Company will  

9.5  The Company incurred no case of serious assets loss due to joint responsibilities 

that the Company had to shoulder as a result of a guarantee it provided for any third party.
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9.7.2  Business goals

Operating profit shall reach RMB600 million after RMB1.5 billion provision.

In accordance with the 5-category classification of loans, Non-Performing Loans (substandard, doubtful and loss loans) 

shall not exceed RMB2 billion, and the NPL ratio shall be below 3%.

In accordance with the 4-ategory classification of loans, Non-Performing Loans (overdue, impaired and bad loans) shall

 not exceed RMB1.4 billion, and the NPL ratio shall be below 2%.

Daily average balance of deposits shall reach RMB125 billion, and the total deposits at the end of the new year shall reach 

RMB128 billion, of which the savings deposits shall not be below RMB63 billion. The total number of Ru Yi (debit) card 

issued shall reach 2.6 million. 

The Capital Adequacy Ratio shall reach 8.5%.

9.7.3  Major measures for the new financial year

Corporate Banking
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In 2007, in implementing the Company's retail banking strategy, personal banking shall leverage the opportunities 

presented during the period of strategic significance and regard business development as the number one priority.  To 

meet the requirement of operating a modern commercial bank, the company shall Continue to develop personal lending 

and fee-based business as the priority, establish sales channels, prepare for credit card business, aiming to issue the 

first credit card in 2007, promote product innovation, advance the establishment of Financial Convenient Stores and the 

branding of personal lending service centers and build up core competitive advantage to rapidly advance personal 

banking business at all frontiers in a coordinated manner.

accelerate structural adjustment and business development, enhance back office management and risk control, further 

advance the establishment of management and operation model to lay out foundation, and endeavor to be listed within 

3 to 5 years. 

In 2007, Corporate Banking business portfolio shall be adjusted. More efforts shall be put into innovation.  Based on the 

industry policies and the unique market position of the Bank, marketing effort shall be focused on agriculture, countryside, 

farmers and small business.  New breakthroughs are targeted in the areas of infrastructure development in rural area, 

agricultural cooperatives banking, and new models of financing leading agribusinesses.  In the meantime, a market-

based sales system and a product development system shall be established.  Existing products shall be improved, new 

products shall be developed and local currency and foreign currency business development shall be synchronized.  Key 

industries, projects and top corporates shall be actively targeted.  The capability to process large scale of transactions 

needs to be established to support sales efforts.  The Company shall continue to further promote the sales of deposit 

products and implement CRM management.  Whilst the sales effort targeting agribusiness shall be increased, the 

business model shall also be adjusted to increase the volume of draft discount business and increase the fee income.  

The Company will promote the innovation of sales system with focuses on market needs, customer orientation, 

 centralization and flat organizational structure. 
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The Company will accelerate the application process for the Company's new products and branch licenses for foreign 

currency business, endeavour to enable all regional branches to offer foreign currency deposit, loan and payment 

services. The Company will fully leverage ANZ's advantage in expertise and experience to explore the areas of 

cooperation in trade finance and establish integrated business processes covering product, funds flow, assessment and 

approval workflow and processing workflow. The Company continue to strengthen the team construction, and strictly 

operate under different levels of discretion to control compliance risk and operating risk. The Company will establish 

performance management policy to appraise the foreign currency business of regional branches and establish policy to 

certify the qualification of foreign currency business specialists to achieve sustainable development of foreign currency 

The Company will strengthen the risk management of treasury business, implement the regulation of the “ Guideline of 

Market Risk Management for Commercial Banks”, improve the functions of treasury management system and risk 

monitoring and management capability,  strengthen the limit on treasury exposures, and effectively exercise internal 

control through trading limits, risk limits and compulsory loss cut-off. The Company will strengthen market research and 

analysis, and differentiate the management of different types of bond investment to improve the capability of bond 

The Company will further classify in detail fee-based business. Based on the Company's actual operation and the 

current needs of the customer, whilst continuing to improve the revenue on traditional business, new high value-add 

products shall be developed to improve economic benefits.  Some of those products may include agency, consulting, 

credit card, guarantee and bond, electronic banking and other products and services underpinning the competitiveness. 

The Company will adequately assess and effectively manage the risks of fee-based business, and establish risk 

The Company will strengthen credit infrastructure, commence the development of the new credit-grading model, and 

progressively establish a credit grading system that is suitable to the Company's operation and covers all business 

customer segments. The Company will continue to work on the grading of credit assets, expand the coverage of risk 

grading to all credit assets on a ten-risk-grade scale, and continue to standardize the management of centralized credit 

files. The Company will develop credit asset writing and risk management guidelines, establish and improve the 

screening at origination, improve follow up or monitoring process as well as early warning and exit processes. The 

Company will improve the loan management capability at the frontline, enforce responsibilities on credit review and 

monitoring, establish policy to review existing loans on regular basis, progress the centralization of large credits and 

The Company will drive compliance risk management primarily by implementing the “Compliance Risk Management 

Guidelines for Commercial Banks”, update “Compliance Policies”, and improve relevant compliance risk 

management systems and policies to realize the transformation from the single process-following requirement to a 

comprehensive compliance risk management model. The Company will set up full-time compliance officer positions at a 

selected number of branches on trial basis, improve the compliance risk management structure at head office and 

branch level, and explore the development of compliance risk indicators and a compliance risk assessment system to 

identify and quantify compliance risk. The Company will actively participate in business and product innovation, further 

International Business

business.

Treasury

investment portfolio management.

Fee-based Business

management system for fee-based business.

Risk Management

conduct centralized annual review of township collective loans.

Compliance

review existing laws and regulations, summarize relevant regulatory requirements, continue to promote and provide 
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compliance training, further strengthen the legal affairs management and leverage the cooperation with ANZ in the 

compliance risk management area for improvement.

The Company will develop and implement a three-year plan on internal control system development, further improve the 

organizational structure to optimize the environment to support internal control, and strengthen the control on discretion 

delegation. Focusing on the weak points in the internal control process, the Company will implement segregation of 

duties at key departments or positions, put in place emergency response plans, and implement the internal control 

action plan in Business Banking, Accounting, Treasury, Retail, IT, NLL and Safety and Protection. The Company will 

establish accountability relating to internal control, increase the scale of reward and discipline, promote distinguished 

internal control culture, advance the handling of key cases and establish an on-going system to manage incidents and 

The Company will progress the establishment of business systems, information management systems and server and 

network, improve the capability of technology platform to support the business development, and improve the 

competitive advantage of information technology amongst the peers of the industry. The Company will formulate IT 

three-year plan, leverage technology leadership in business development, strengthen the cooperation with ANZ, and 

improve its capability to respond to rapid change of the business through the establishment of IT governance and 

standardization of IT process. The Company will build key systems including the new generation core banking system, 

CIMS II, credit card, general ledger, personal Internet banking and office system, progress the establishment of 

channels, expand the electronic channel to provide customers with multiple channel access, increase investment in 

infrastructure and strengthen information security to improve service and continue to improve internal control and 

The Company will actively adjust the location of branches based on the market positioning of “servicing the rural 

economic development as a community retail bank”.  In the suburban area, following the change of the township layout, 

the Company will adjust the location of the branches now outside the centre of growth, merge or close branches making 

long-term losses after having considered social responsibilities, and establish new branches in some new areas set for 

growth. The Company will prudently progress the set up of city branches, adjust the number of branches concentrating 

in the same area to progressively resolve the overlapping of catchment area and progressively establish convenient 

Focusing on the team construction, the reform of human resource management system will be accelerated to establish 

the teams of managerial, professional and operational staffs to meet the requirements of operating a modern 

commercial bank. The Company will standardize the mechanism of the staffs' cultivation, selection, placement, 

assessment and dismissal, and advance the reform of employment system based on examination and competition. The 

remuneration system will be reformed based on the principle of active promotion and prudent implementation. The

 

Internal Control

mitigate risks.

Technology

explore an on-going management system for internal risk control. 

Network

financial service in under-serviced communities.

People and Talent Development

Company will formulate a three-year training program.

9.8  Routine work of the Board of Directors

voting delegates.

9.8.1 The 3rd Session of  the 1st Board of Directors of SRCB was held on March 17, 2006. The Company's chairman, Mr. 

Li Xiulun, chaired the meeting.  17 directors were due to attend, and 14 directors and 3 authorized representatives were 

present.  The meeting also saw the attendance of the Company's supervisors and some top management staffs as non-



9. Report of the Board of Directors

The following resolutions were approved at the meeting:

(1) Report on the Annual Business Operation for 2005 and the Annual Operating Plan and Priorities for 2006 of 

Shanghai Rural Commercial Bank Co., Ltd.;

(2) Report on the Annual Financial Results for 2005 and the Annual Financial Budget for 2006 of Shanghai Rural 

Commercial Bank Co., Ltd;

(3) Proposal on the Annual Profit Distribution for 2005 of Shanghai Rural Commercial Bank Co., Ltd.;

(4) Proposal on the Revision of “Articles of Association of Shanghai Rural Commercial Bank Co., Ltd.”;

(5) Proposal on the Revision of “Rules of Procedure for the Shareholders' General Meeting of Shanghai Rural 

Commercial Bank Co., Ltd.”;

(6) Proposal on establishing “Administrative Rules for Related-Party Transactions of Shanghai Rural Commercial 

Bank Co., Ltd.”;

(7) Proposal on establishing “Administrative Rules for Equity of Shanghai Rural Commercial Bank Co., Ltd.”;

(8) Proposal on establishing “Administrative Rules for the Election and Appointment of Directors and Top Management 

Staffs of Shanghai Rural Commercial Bank Co., Ltd.”;

(9) Proposal on the Appointment of the Secretary of Board of Directors and General Manager of Risk Management 

Department of Shanghai Rural Commercial Bank Co., Ltd.;

(10) The 2005 Report of the Board of Directors of Shanghai Rural Commercial Bank Co., Ltd.;

(11) Proposal on the Appointment of Shanghai Wan Long Certified Public Accountants Co., Ltd., as the Audit Institution 

of the Annual Report of SRCB;

(12) Proposal on Convening the 2005 Shareholders' Annual General Meeting of Shanghai Rural Commercial Bank Co., 

Ltd.;

(13) Proposal on the Allowance Project of Non-executive Directors and Non-staff Supervisors of Shanghai Rural 

Commercial Bank Co., Ltd.;

(14) Proposal on the Remuneration Project of Independent Directors and External Supervisors of Shanghai Rural 

Commercial Bank Co., Ltd.;

(15) Proposal on the Assessment Project of the Remuneration of the Chairman and Top Management of Shanghai Rural 

Commercial Bank Co., Ltd.

The meeting also debriefed the following topics:

(1) Report on the Outline of the Development Strategy of Shanghai Rural Commercial Bank Co., Ltd.;

(2) Report on the Current Status and the Priorities in 2006 of the Internal Control of Shanghai Rural Commercial Bank 

Co., Ltd.;

(3) Report on the Status of Non-credit Asset Risks of Shanghai Rural Commercial Bank Co., Ltd.;

(4) Report on Related-party Transactions of Shanghai Rural Commercial Bank Co., Ltd in 2005;

(5) Report on Non-Performing Assets Disposal and Responsibility Tracing of Shanghai Rural Commercial Bank Co., 

Ltd in 2005;

9.8.2 The 1st Temporary session of the first Board of Directors of the Company was held by the means of 

correspondence on June 12, 2006.  The meeting was called by the Company's Chairman, Mr. Li Xiulun.  17 directors 

were due to attend and all the directors were present.

The following resolution was passed at the meeting:

Proposal on the Approval of the Annual Report 2005 of  Shanghai Rural Commercial Bank Co., Ltd.
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was chaired by the Company's Chairman, Mr. Li Xiulun. 17 directors were due to attend, and 12 directors and 5 

authorized representatives were present.  The meeting also saw the attendance of the Company's supervisors and 

some top management staffs as non-voting delegates.

 

The following resolution was passed at the meeting:

Proposal on the Approval of the Plan for the Company's Disposal of the Related-party Creditor's Rights to Shanghai 

Nong Kai Group

The meeting debriefed the following topic:

Report on the Process of the Proposed Introduction of ANZ as the Company's Strategic Partner

9.8.4 The 4th Session of the 1st Board of Directors of the Company was held on 21 July, 2006.  The meeting was 

chaired by the Company's Chairman, Mr. Li Xiulun. 17 directors were due to attend, and 13 directors and 4 authorized 

representatives were present.  The meeting also saw the attendance of the Company's supervisors and some top 

management staffs as non-voting delegates.

The following resolutions were approved at the meeting:

(1) Report on the Business Operation of Shanghai Rural Commercial Bank Co., Ltd. for the first half of 2006;

(2) Report on the Operating Plan and Priorities of Shanghai Rural Commercial Bank Co., Ltd. for the second half of 

2006;

(3) Proposal on Authorizing the Management Team of Shanghai Rural Commercial Bank Co., Ltd. to Commence 

Preliminary Work on  Strategic Partnership with ANZ;

(4) Proposal on the Construction of SRCB Tower

(5) Proposal on the Appointment of Shanghai Wan Long Certified Public Accountant Co., Ltd. as the audit Institution of 

the Annual Report 2006 of Shanghai Rural Commercial Bank Co., Ltd.

(6) Proposal on Establishing “Administrative Rules for the Information Disclosure of Shanghai Rural Commercial 

Bank Co., Ltd.”

(7) Proposal on Change of the Members of Related-party Transaction Committee and Nomination & Remuneration 

Committee;
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The meeting debriefed the following topics:

(1) Report on Risk Rating of Shanghai Rural Commercial Bank Co., Ltd. in 2005;

(2) Report on Investment in Material Projects of Shanghai Rural Commercial Bank Co., Ltd. in 2006;

(3) Report on Confirmation of Related Parties of Shanghai Rural Commercial Bank Co., Ltd. in 2006

(4) Report on the Preparation of the establishment of Shanghai Rural Commercial Bank Co., Ltd., Huangpu Branch

9.8.5 The 3rd Temporary Session of Board of Directors of the Company was held by the means of correspondence on 

July 26, 2006.  The meeting was called by the Company's Chairman, Mr. Li Xiulun.  17 directors were due to attend and 

all the directors were present.

The following resolution was passed at the meeting:

The Proposal on the Project of the Staff Housing Subsidy of Shanghai Rural Commercial Bank Co., Ltd.

9.8.3 The 2nd temporary session of Board of Directors of the Company was convened on June 29, 2006. The meeting 



9. Report of the Board of Directors

The following resolutions were approved at the meeting:

(1) Proposal on Approving Issuance of New Share and the Introduction of Foreign Strategic Investors of Shanghai Rural 

Commercial Bank Co., Ltd.;

(2) Proposal on the Convening of the Temporary Shareholders' General Meeting for 2006 of Shanghai Rural 

Commercial Bank Co., Ltd.;

(3) Proposal on Subscription of the Allotted Shares of China Union; 

(4) Proposal on Establishing “Administrative Rules for the Capital Adequacy Ratio of Shanghai Rural Commercial Bank 

Co., Ltd.”;

(5) Proposal on the Write-off of Bad Debts of Shanghai Rural Commercial Bank Co., Ltd. in 2006;

(6) Proposal on the Forecast of the Implementation of 2006 Primary Objectives and the Superaddition of the Staff 

Compensation of Shanghai Rural Commercial Bank Co., Ltd.;

(7) Proposal on the Regulatory Opinion of CBRC on the Company's Corporate Governance;

(8) Proposal on the Establishment of “Rules for the Internal Control of Shanghai Rural Commercial Bank Co., Ltd.”

As the execution body, the Board of Directors strictly implemented all resolutions approved by the 2005 annual general 

meeting of shareholders.  First, according to the “Proposal on the Annual Final Financial Accounts for 2005 and the 

Annual Financial Budget for 2006”, the Board of Directors monitored and controlled the execution of the annual 

financial budget for 2006 and ensured the overfulfilment of the annual financial plan.  Second, according to the 

“Proposal on the Annual Profit Distribution for 2005 of SRCB”, the Board of Directors distributed profit and provided 

explanation and consultation to shareholders.  Third, the Board of Directors revised and promulgated the “Articles of 

Association” following regulatory approval. Fourth, the Board of Directors executed the “Proposal on the 

Remuneration Project of Directors and Supervisors of SRCB” and completed the remuneration payment to the 

 directors and supervisors.

According to the resolution approved by the 1st Temporary Shareholders' General Meeting for 2006, the Board of 

Directors actively progressed the application of the share subscription by ANZ. 

9.9  Execution of resolutions of the shareholders' general meeting by the board of directors

The Company plans for profit distribution based on audited financial statements.  According to the financial statements 

with an unqualified opinion of Wan Long Certified Public Accountants Co., Ltd, the Company's annual profit after 

taxation in 2006 was RMB398,441 thousand.  The retained profit from previous year was RMB187,048 thousand.  Total 

profit available for distribution to shareholders was RMB585,489 thousand.

 

The proposed profit distribution in 2006 was provided as follows:

(1) Withdrawing the statutory surplus reserve of RMB39,844 thousand according to 10% of the current year profit after 

taxation;

(2) Withdrawing the Free surplus reserve of RMB58,549 thousand according to 10% of the total profit available to 

shareholders; 

(3) Making dividend payment of RMB180,018 thousand (including tax) at 6% of Registered Share Capital.

The above profit distribution plan shall be executed upon the approval of the 2006 Annual General Meeting of 

Shareholders of SRCB. 
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9.8.6 The 5th Session of the 1st Board of Directors of the Company was held on 20 November, 2006.  The meeting was 

chaired by the Company's Chairman, Mr. Li Xiulun. 17 directors were due to attend, and 14 directors and 3 authorized 

representatives were present.  The meeting also saw the attendance of the Company's supervisors and some top 

management staffs as non-voting delegates.



10 Report of the Board of Supervisors

10.1  Activities of the Board of Supervisors during the reported period

10.1.1 Meetings held by the Board of Supervisors

(1) The 2nd Session of the 1st Board of Supervisors was held on 17 March 2006. The meeting was chaired by Mr. Lou 

Jinjiang, the temporary caller of the Board of Supervisors.  7 Supervisors were due to attend, and 6 supervisors and 1 

authorized representatives were present.

The following resolution was passed at the meeting:

Report on the Work of the Board of Supervisors of SRCB in 2005

(2)The 1st Temporary Session for 2006 of the Board of Supervisors was held on 12 April 2006. The meeting was chaired 

by Mr. Lou Jinjiang, the temporary caller of the Board of Supervisors. 7 Supervisors were due to attend and 6 

Supervisors were present.

The following resolution was passed at the meeting:

Proposal on Adding Mr. Shen Huiqi as the Supervisor of SRCB by Applying to the General Meeting of Shareholders

(3) The 3rd Session of the 1st Board of Supervisors was held on 28 April 2006.  Mr. Lou Jinjiang chaired the meeting. 8 

Supervisors were due to attend, and 6 Supervisors and 2 Authorized Representatives were present.  

The following resolution was passed at the meeting: 

Proposal on the election of the Chairman of SRBC's Board of Supervisors

(4) The 4th Session of the 1st Board of Supervisors was held on 6 June 2006. The meeting was chaired by Mr. Shen Huiqi,

the Chairman of the Board of Supervisors,  8 Supervisors were due to attend, and 6 Supervisors and 2 Authorized 

Representatives were present.  

The following resolutions were passed at the meeting: 

(i) Proposal on the Revision of “Rules of Procedure for SRCB's Board of Supervisors”;

(ii) Proposal on the establishment of the “Rules for the Specialized Committees of SRCB's Board of Supervisors”;

(iii) Proposal on the Members of the Special Committees of SRCB's Board of Supervisors;

(iv) Proposal on Approving the Candidates for the Chairmen of the Specialized Committees of SRCB's Board of 

Supervisors. 

(5) The 2nd Temporary Session for 2006 of the Board of Supervisors was held on 12 June 2006. The meeting was called 

by Mr. Shen Huiqi, the Chairman of the Board of Supervisors, 8 Supervisors were due to attend and all the Supervisors 

were present.

The following resolution was passed at the meeting:

Proposal on the Approval of the Auditor's Report 2005 of SRCB

(6) The 5th Session of the 1st Board of Supervisors was held on 20 November 2006. The meeting was chaired by Mr. 

Shen Huiqi, the Chairman of the Board of Supervisors, 8 Supervisors were due to attend and all the Supervisors were 

present.

The following resolutions were passed at the meeting:

(i) Proposal on the Implementation of the Opinion of CBRC Shanghai Bureau on the Company's Corporate Governance

(ii) Proposal on establishing the “Administrative Rules for the Information Disclosure of SRCB”
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(7) The 3rd Temporary Session for 2006 of the Board of Supervisors was held on 1 December, 2006 by the way of 

correspondence. The meeting was chaired by Mr. Shen Huiqi, the Chairman of the Board of Supervisors,   8 Supervisors 

were due to attend and all the Supervisors were present.

The following resolutions were passed at the meeting:

(i) Proposal on establishing the “Rules for the Auditing on the Departure of the Board of Supervisors”;

(ii) Proposal on the “Rules for the Special Audit of SRCB”

10.1.2 Investigation and inspection conducted by the Board of Supervisors

(1) The Board of Supervisors had interviewed with 19 Head Office Departments to be reported on the 2006 activities.  

The Board of Supervisors were of the opinion that the departments as the Company's internal management and 

supervisory functions have played an important role in strengthening internal control and ensuring compliance, under 

the leadership of the top management of the Company.

(2) Investigations and analysis have been conducted at all the branch/sub-branches in districts and counties in the form 

of interview and research.  Information gathered was used to formulate plans, in line with the Company's development 

strategy, relevant rules and policies and the managerial targets of the top management, for special-purpose inspections, 

targeting weaknesses exposed. 

(3) Classified special-purpose inspection on material special-mentioned loans was conducted.  Scope of the inspection 

covered the establishment and implementation of the corporate credit management and loan classification system, and 

the correctness of the management and classification on the material special-mentioned loans of the inspected 

branch/sub-branches as of the end of June 2006.  After the inspection, the Board of Supervisors notified the top 

management of its findings and opinion.

(4) Special-purpose inspection for compliance on the process of credit authorization, granting, approval and delivery 

was conducted.  Scope of the inspection covered the compliance and operational risks in the process of authorization, 

granting, approval and delivery of the corporate credit business, and the responsibility performance of the credit 

committees at head office and branch/sub-branches levels.  On-site inspection was conducted by sampling on every 

loan delivered by Baoshan and Wujiaochang Sub-branch with the credit balance of the enterprise not less than RMB30 

million as of the end of September 2006, and partial inspection was for those enterprises with the credit balance less 

than RMB30 million.  After the inspection, the Board of Supervisors notified the top management of its findings and 

opinion of the second special-purpose inspection.

(5) Inspection was conducted to follow up the special-purpose inspection on the classification of material special-

mentioned Loans. In December 2006, the Board of Supervisors made a return visit inspection on the corrective actions 

taken following the first special-purpose inspection. 

10.1.3 Attendance of the Shareholders' General Meeting and meetings of the Board of Directors

The Company's supervisors attended the Shareholders' General Meetings and the meetings of the Board of Directors.

10.2 Execution of resolutions of the Shareholders' General Meeting

10 Report of the Board of Supervisors

The Board of Supervisors strictly executed all resolutions of the Shareholders' General Meeting.
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10.1.4 Lawful supervision of the responsibility performance of the Board of Directors, Directors and top management

The Board of Supervisors is of the opinion that the Board of Directors, Directors and the top management have strictly complied 

with the laws and the Articles of Associations in executing the resolutions of the Shareholders' General Meeting.  The Bank and 

its shareholders' interest were applied to guide their daily operation, and their respective rights and responsibilities were carried 

out in a careful manner to enable sustainable development of the Company in compliance with laws and regulations.



11 Social Responsibilities

11.1  Overview
The Company adhered to the operating guideline of “complying with the laws and regulations, operating steadily, 

aiming for a long-term development, striving to be innovative and cultivating own characteristics”. The Company 

managed the relationship with society, customer, shareholder and staff with an aim to pursue the balance and alignment 

of the interests amongst relative parties including shareholders, depositors, consumers, staff and the public. The 

Company consistently valued reform and innovation. It endeavored to be a good corporate citizen by supporting the 

local economic and social development whilst achieving sustainable self-development.  The Company complied with the 

government's macroeconomic and industry policies. Its credit policies complied with environmental and energy 

efficiency requirements. It allocated budget to actively contribute to the society through donation and sponsorships 

relating to poverty and social benefits.

11.2  Social responsibilities fulfilled by the Company

The Company implemented the government's macro-economic policies. Credit approvals were conducted strictly within 

the framework of relevant lending requirements and credit criteria. In accordance with the State Council Policy of “the 

Decision to promulgate the Provisional Rules on Promoting Industry Restructure Adjustment” and the State 

Development and Reform Committee policy of “Guide List of Structural Adjustment of Industries”, the Company 

formulated its marketing strategy based on the government's industry policies and the Company's capability to 

differentiate, targeting agriculture-related customers and SME market.  The establishments of a system for SME 

marketing and market-oriented product development were progressed effectively.

11.2.1 Implement of the government's industrial and macroeconomic policy

The Company adopted environment and energy efficiency mindset in its credit policy and loan extending. It actively 

supported projects which were of intellectual property ownership and were efficient in resource consumption or with low 

level of pollution. It did not support or aim to progressively exit projects which heavily depended on external sources or 

which consumed high energy or generated heavy pollution.  The Company participated in the “World Bank / GEF China 

Energy Efficiency Promotion Project” through lending to the “EMCo-Energy Management Company”. The project was 

a major international collaboration initiative co-sponsored by the Chinese Government, the World Bank and the Global 

Environmental Fund, aiming to improve China's energy efficiency, reduce gas emission, protect the global environment 

11.2.2 EMCo  loans

and enable the transformation of China's energy saving systems.

During the reported period, the Company increased its support to infrastructure development and projects bringing 

social benefits in the rural areas of Shanghai, which was the target lending market. The Company worked with 

Chongming, Songjiang and other regional governments on providing financial services to such infrastructure projects as 

road, water, power and telecommunications, as well as social benefit projects relating to public health, medical service, 

 

The Company actively engaged in the innovation of services for the agriculture, countryside and farmers . It 

supported the development of agricultural economic organizations and co-sponsored the risk compensation fund on trial 

basis in cooperation with Shanghai Agricultural Committee. It granted loans to 58 specialised rural cooperatives. As at 

the end of the reported period, balance of such lending reached RMB48 million. It also actively identified and nurtured 

the leading companies in agribusiness. Loans extended to agribusiness reached RMB115 million. Loans to fund the 

farmers' residential and agricultural land development projects were RMB1,723 million. The Company strongly 

11.2.3 Active Support to the Development of “Socialist New Countryside”

education and entertainment.

supported the economic and social development of the rural areas of Shanghai.
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Since 2001, the Company has provided accumulatively agricultural loans of RMB12 billion, which accounted for more 

than 90% of total agricultural loans. The loans have assisted 50 thousand farmers' farming, breeding, small processing 

and consumption and supported the operation of more than 600 agribusinesses. The Company's agricultural loan 

As a retail bank serving the community, the Company provided deposit and withdrawal services and processed 

township government pension, agricultural pension and relocation pension and public utilities payments for rural 

customers. During the reported period, it  processed 5.1 million Township Government Pension payments, accounting 

for 50% of all such transactions in the rural area, and 5 million Agricultural Pension payments, accounting for 70% of 

total transactions, and 10 thousand public utilities payments (including for corporate clients), accounting for 60% of 

total transactions in rural area. The volume of these transactions was large while their value was small in nature.  

Although they required heavy commitment of the Company's resources, the Company considered it a way to balance 

the economic and social interests.  Through service innovation and education programs, rural residents might be 

guided to develop f inancial knowledge and behaviors leading to the purchase of f inancial products.

The development of small enterprises may benefit economy, employment and living standard. It is of strategic 

importance to the improvement of market economic system and the construction of harmonious society. During the 

reported period, the Company actively supported the development of the small enterprises of Shanghai.  The Company 

formulated a five-year plan for SME business and advanced the development of SME financial services. First, in 

secured small business lending, the credit authorization, granting, approval processes and risk grading were 

differentiated to support the effort to advance SME lending.  As at the end of the reported period, the number of small 

business borrowers reached 1,713, an 114% increase compared with the beginning of the year. Loan balance reached 

RMB5,370 million, an 131% increase compared with the beginning of the year.  Secondly, the Company enhanced 

product innovation and developed service channels.  Products such as loans secured by commercial property and 

revolving loans were launched.  With the credit of large enterprises, commercial draft discounting product and steel 

trading finance products were conducted on a trial basis. Thirdly, the Company promoted loans secured by China 

National Investment & Guaranty Co., Ltd. (I & G) guarantee. I & G guaranteed loans increased by almost RMB890 

million, ranked among the top commercial banks in Shanghai. Lastly, Pudong Branch of the Company acquired 

qualification to process Shanghai Pudong Government sponsored lending, known as the “Discerning-eye Project”.  

During the reported period, 11 loans with total amount of RMB226 million were extended to assist the take-off of 

During the reported period, the Company encouraged its staff to participate in the activity of “Donation Day”.  

Comforting assistance was provided to retirees and disadvantaged groups during the New Year's Day and Spring 

Festival Period.  RMB96,572 was provided to assist 60 people with medical difficulties.  RMB42,510 was provided to 

assist with 37 people's education.  RMB323,630 was provided to help 258 people living at low standard.  By supporting 

The Company was involved in the establishment of the Fang Zhimin Elementary School in Yu Shan, Jiangxi Province, a 

project known as the “School of Hope”. During the reported period, staff donated 400 copies of books to the school 

library. The Company funded the incentive payments to 20 excellent teachers and provided financial assistance to 21 

excellent students.  Representatives from the Company held seminars with the local government officers, teachers and 

students from the schools to better understand the current situation and future direction of the school. The young PhD 

staff conducted lectures to promote modern concepts of education to the local teachers. The Youth League Members 

brought the joy of music to the local children. Staff from IT Department performed maintenance of the classroom 

During the reported period, the Company in addition donated RMB50 thousand to Shanghai Red Cross Humanity 

Assistance Fund, which aimsed to provide “Humanism Assistance and Care with Love” and another RMB50 thousand to 

balance was currently RMB1,862 million.

11.2.4 Promotion of SME lending

technology-based SMEs.

11.2.5 Active participation in poverty programs and social sponsorships

families in difficulties, positive contribution has been made to maintain social stability.

equipments and restored seven computers previously broke down.

China Song Qingling Fund.

11 Social Responsibilities

A
n

n
u

a
l  

 R
e

p
o

rt
  
 2

0
0

6



12 Important Events

12.1  Top ten Shareholders and changes during the reported period
Please refer to “Changes in Share Capital and Status of Shareholders”

12.2  Major litigation and arbitration matters

12.2.1 Credit litigation or arbitration matters

As at the end of the reported period, 181 loan cases under litigation were closed in 2006. Subject amount was 

RMB395.3434 million. During the reported period, RMB253.6357 million was recovered from the above cases through 

litigation.

As at the end of the reported period, the Company was involved in 278 loan cases under litigation, which were still open.  

Subject amount was RMB806.6832 million. During the reported period, RMB94.6796 million was recovered from the 

above cases through litigation.

12.2.2 Non-credit litigation or arbitration

As at the end of the reported period, the Company did not have the final verdict on four non-credit cases. Subject 

amount of the cases under litigation or arbitration was RMB499.19 million, of which one case relating to bond investment 

had a subject amount of RMB494.39 million. The plaintiff  was SRCB Pudong Branch and Shi Wan Sub-Branch. The 

defendant was Guangdong Development Securities Co., Shanghai Fuxin Zhong Lu Branch and Guangdong Development

Securities Co.

12.3 There were no changes in the Company's registered capital, no merger or 

de-merger events during the reported period.

12.4 There were no acquisition and sale of the Company's assets, no takeover 

and merger during the reported period.

12.5  Related-party transactions
During the reported period, the Company had no other types of related-party transactions apart from credit granting to 

related-parties. Total balance of credit granting to related-parties was RMB612.61 million. There were 6 related-party 

corporate borrowers with credit granting balance of RMB586 million and 27 related-party individual borrowers with 

credit granting balance of RMB26.61 million.

Total balance of credit granting to related-parties accounted for 10.44% of the Company's net capital. The balance of 

credit granting to the largest related-party single borrower, Shanghai Sheng Hui Investment Management Co.,Ltd, 

accounted for 4.60% of the Company's net capital. The balance of credit granting to the largest related group borrower, 

Shanghai Greenland Group Co.,Ltd, accounted for 3.72% of the Company's net capital.
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List of SRCB's Related-party transactions
Unit: RMB'000

12 Important Events

Shanghai Shenghui Investment Management  Co., Ltd

Shanghai Shan Xin Property Co., Ltd

Shanghai Greenland Car Service (Group) Co.,  Ltd

Shanghai Greenland New Development Property Co.,  Ltd

Shanghai Greenland Commercial (Group) co., Ltd

Shanghai Yunfeng (Group) Co., Ltd

27,000

9,800

7,000

6,000

5,600

0

0

0

0

0

0

3,200

Pass

Pass

Pass

Pass

Pass

Mortgage

Mortgage

Mortgage

Mortgage

Mortgage

50% Mortgage;  
50% Deposit

 

Customer name
Loan Balance 

as at end of 
the year

Balance of Bills
 Accepted as at 
end of the year

Five-category 
Classification

Guarantee 
Means

12.6  Status of loans to shareholders

Shanghai Shan Xin Property Co.,Ltd is a shareholder of the Company.  As at the end of the year, its outstanding loan 

balance with the Company was RMB98 million, of which one loan transaction of RMB60 million, accounting for 1.02% of 

the Company's net capital.  The transaction was secured by mortgage and classified as pass category.

12.6.2 Status of loans to shareholders with outstanding balance of RMB30 million or above as at the end of the year

Shanghai Shan Xin Property Co.,Ltd is a shareholder of the Company.  As at the end of the year, its outstanding loan 

balance with the Company was RMB98 million, which was a medium-term property development loan secured by 

property.  The security value to loan ratio was 56%.  The loan was classified as pass category..

12.6.3 Non-performing loans to Shareholders based on Five-category Classification System

None occurred during the reported period.

12.6.4 Non-performing Loan to the Shareholders and Related-parties

None occurred during the reported period.
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12.6.1 Status of single loan to shareholders with 1% or more of the Company's net capital or total loan balance to 

single borrower with 5% or more of the Compnay's net capital



12.7  Significant contracts and their performance
No significant investment in custody, contract or leasing events have either occurred during or continued into the 

reported period.  except the financial guarantee business, which is within the scope of business approved by PBOC, the 

Company had no other material guarantee to be disclosed and no fund under management by custodian. During the 

reported period, the Company had no material disputes other than the loans under litigation (refer to Major Litigation or 

Arbitration).

12.8  Appointment or dismissal of accounting firm
The Company appointed Shanghai Wan Long Certified Public Accountants Co.,Ltd. to audit the Company's annual 

report under PRC GAAP.

12.9 During the reported period, neither the Company, the Board of Directors, the 

Board of Supervisors nor the top management was subject to administrative penalty.

12.10 During the reported period, there were no changes in the Company's 

directors.  Mr. Shen Huiqi was elected the Company's supervisor.

12.11 During the reported period, there was no change in the Company's name.
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13. Post-Date Event

The 2nd Session of the 1st Employee Representatives Assembly was held on 1 February 2007, at which Feng Baolong 

was elected Supervisor representing employees.

A
n

n
u

a
l  

 R
e

p
o

rt
  
 2

0
0

6



14. Financial Statements, List of Documents Available for Inspections

Financial Statements (See appendix)

Documents for Inspection

1. Financial statements signed and sealed by Legal Representative, President and Accounting Institution Principal.

2. The original auditors' report signed and sealed by the accounting firm and the certified public accountants.

3. The original annual report signed by the Company's Chairman of the Board of Directors.

4. All formal and original copies of the documents publicly disclosed by the Company during the reported period.

5. The Articles of Association of Shanghai Rural Commercial Bank Co., Ltd.

Chairman: Li Xiulun

Mar 12, 2007
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15. Appendix

15.1 Auditors' Report

15.2 Financial Statements and Notes

15.2.1 Balance Sheet

15.2.2 Income Statement

15.2.3 Cash flow Statement
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WAN LONG CPA Co., Ltd.  Certified Public Accountants  

Beijing, China   Registered in the People's 
Republic of China   

12th March 2007

AUDITORS' REPORT (Abridged)

WAN LONG (2007) No.405

To: All shareholders of Shanghai Rural Commercial Bank Co., Ltd.

We have audited the attached financial statements of Shanghai Rural Commercial Bank 
(referred as SRCB), which comprise the Balance Sheet as at 31 December 2006, the Income 
Statement as well as Cash Flow Statement for the year ended, and notes to the above financial 
Statements.   
I. Responsibility of the Top Management for the Financial Statements
The top management of SRCB is responsible for the preparation of these financial statements in 
accordance wi th “ Implement ing Rules for  Financial Management of  Rural  Credi t  
Cooperatives”. The responsibility includes: (1) Designing, implementing and maintaining the 
internal control related to the preparation of financial statements to avoid material 
misstatements due to fraud or error; (2) Choosing and adopting proper accounting policy; and (3) 
Making reasonable accounting evaluation.

II. Responsibility of the Certified Public Accountants

We are responsible for providing audit opinion of financial statements based on our audit. We 
performed our audit in accordance with the Audit Standards for Chinese Certified Public 
Accountants. The Audit Standards required us to comply with the professional codes, plan and 
implement our audit to obtain the reasonable assurance of whether the financial statements 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making risk assessments, we consider the internal 
control relevant to the entity's preparation of the financial statements in order to design the 
appropriate audit procedures, but not for the purpose of expressing an opinion on the 
effectiveness of the Company's internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates 
made by the top management, as well as evaluating the overall presentation of the financial 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

are free of material misstatements.

Statements.

basis for our audit opinion.

In our opinion, the combined financial statements present fairly, in all material aspects, the 
financial position of SRCB as at 31st December 2006, and the results of its operations and its 
cashflows for the year 2006 in accordance with “Accounting Standards for Business 
Enterprises” and “ Implementing Rules for Financial Management of Rural Credit 

III. Audit Opinion

Cooperatives”.



Balance Sheet

Produced by: Shanghai Rural Commercial Bank Co., Ltd.

Financial Statements

Current assets

  Cash in hand

  Due from the Central Bank

  Special notes from the Central Bank 

  Special subsidies from the Central Bank

  Placements with financial institutions

  Intra-bank deposit receivable

  Due from other banks

  Due from financial institutions

  Purchase of resale assets 

  Short-term loans

     Assets for paying debts in suspense

  Accounts receivables

  Other accounts receivables

  Discounted bills

  Short-term investments

  Net loss of current assets in suspense 

  Long-term investments maturing within one year

  Expected assets

     Total Current Assets

 Item

871,916,030.15 

12,792,350,356.37 

2,121,850,000.00 

 

1,652,673,893.55 

15,777,235.51 

3,384,781,554.00 

 

3,069,400,000.00 

27,500,534,431.36 

915,370,925.51 

5,743,711.12 

108,144,438.76 

5,558,645,526.52 

6,525,007,228.36 

 

1,798,521,406.76 

745,942,721.61 

67,066,659,459.58 

796,067,080.39 

9,328,074,401.22 

2,121,850,000.00 

 

7,153,862,576.52 

18,327,297.18 

5,098,145,226.30 

 

4,678,474,931.51 

26,915,561,315.00 

970,417,823.28 

7,289,159.27 

2,258,717,547.59 

8,462,253,177.92 

6,421,825,665.64 

 

1,113,976,139.73 

697,708,857.43 

76,042,551,198.98 

Unit:RMB

2005-12-312006-12-31
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Produced by: Shanghai Rural Commercial Bank

Balance Sheet (continued)

Financial Statements

 Item

Unit:RMB

2005-12-312006-12-31

  Long-term assets

     Medium and long-term loans

     Overdue loans

     Dull loans

     Bad loans

     Less: provisions for loan losses

     Long-term placement in banks

     Long-term investments

     Original value of fixed assets 

     Less: accumulated depreciation

     Net value of fixed assets

     Disposal of fixed assets

     Construction in progress

     Net loss of fixed assets in suspense

           Total long-term assets

  Intangible and deferred assets

     Intangible assets

     Deferred assets

           Total intangible and deferred assets

  Total assets

39,442,551,804.78 

117,984,696.38 

1,103,041,798.61 

3,734,772.32 

1,206,312,741.47 

24,255,947,559.00 

1,319,144,087.66 

581,546,373.45 

737,597,714.21 

171,788,213.19 

64,626,333,817.02 

4,436,859,481.85 

19,469,307.69 

4,456,328,789.54 

136,149,322,066.14 

26,727,836,381.70 

763,818,391.69 

429,685,281.37 

1,339,790.00 

1,169,714,935.32 

19,304,230,863.58 

1,205,308,609.15 

524,660,264.76 

680,648,344.39 

92,136,458.46 

46,829,980,575.87 

4,524,842,553.00 

19,501,748.39 

4,544,344,301.39 

127,416,876,076.24 
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Produced by: Shanghai Rural Commercial Bank

Balance Sheet (continued)

Unit:RMB

 Item 2005-12-312006-12-31

Cur r  ent liabil ities

  Short-term deposits

  Short-term savings deposits

  Public finance deposit

  Loans from the Central Bank

  Special purpose notes payable from Central Bank

  Due to other banks

  Intra-bank deposits

  Money market takings

  Sale of repurchase assets

  Due to financial companies

  Remittance payable

  Outward remittance

  Accounts payable

  Other accounts payables

  Salaries payable

  Withholding interest tax payable

  Welfare payable

  Tax payable

  Profit payable

  Accrued expenses

  Long-term liabilities maturing within one year

  Expected liabilities

       Total Current Liabilities

52,267,807,996.90 

9,283,400,796.92 

12,558,751.45 

1,050,460,826.63 

400,000,000.00 

637,420,376.85 

6,403,919,600.84 

3,753,579,372.81 

1,091,833,907.03 

94,524,585.07 

30,302,901.01 

60,536,721.77 

82,960,092.33 

21,037,926.02 

34,834,963,313.41 

745,942,721.61 

110,771,249,890.65 

48,044,182,338.80 

7,938,732,306.19 

9,505,760.14 

996,784,636.20 

7,947,124,142.06 

765,742,523.38 

6,172,968,360.16 

3,493,912,800.69 

887,455,305.32 

19,276,700.77 

39,722,857.18 

70,810,331.69 

33,938.35 

5,417,618.30 

29,573,157,314.42 

697,708,857.43 

106,662,535,791.08 
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Produced by: Shanghai Rural Commercial Bank

Balance Sheet (continued)

 Item

Unit:RMB

2005-12-312006-12-31

Long-term liabilities

   Long-term deposits

   Long-term savings deposits

   Guaranty Deposit

   Issuance of long-term bonds

   Long-term borrowing

   Long-term accounts payable

   Pending changeover assets value

Total Long-term Liabilities

Total Liabilities

   Shareholders' equity

   Paid-in capital

   Capital reserve

   Surplus reserve

    Including: public welfare fund

    General provision

   Retained profit

   Less: non-recovered losses from previous years

       Total Shareholders' Equity

   Total Liabilities and Shareholders' equity

       

270,790,930.81 

18,122,763,191.82 

491,658,413.30 

5,897,332.93 

18,891,109,868.86 

129,662,359,759.51 

3,000,294,306.00 

4,506,956.48 

278,848,258.95 

2,617,823,628.67 

585,489,156.53 

6,486,962,306.63 

136,149,322,066.14 

64,309,837.11 

14,349,836,348.29 

161,817,980.66 

20,000,000.00 

4,846,610.32 

14,600,810,776.38 

121,263,346,567.46 

3,000,294,306.00 

213,334,930.17 

213,334,930.17 

2,612,333,628.67 

327,566,643.94 

6,153,529,508.78 

127,416,876,076.24 

Financial Statements
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Income Statement

Produced by: Shanghai Rural Commercial Bank
Unit:RMB

2006Items 2005

         Operating income

         Interest income

         Income from financial institutions

         Fee and commission income

         Other operating income

         Operating expenses

         Interest expense

         Expense from financial institutions

         Fee and commission expense

         Administrative expense

         Other operating expense

         Business tax and surcharges

         Operating profit

         Plus: Investment income

         Plus:Non-operating income

         Less:Non-operating expense

         Plus:previous years adjustment

         Profit before tax

         Less: income tax

4,565,594,734.14

3,778,921,961.96

691,724,323.09

88,910,467.25

6,037,981.84

4,833,562,628.92

1,662,867,065.89

144,765,653.26

48,222,420.84

1,478,377,451.87

1,499,330,037.06

125,950,751.98

-393,918,646.76

782,034,103.27

73,847,414.04

3,579,135.04

16,877,535.29

475,261,270.80

76,819,967.76

3,548,989,483.63

3,018,996,180.28

478,468,903.17

49,932,328.63

1,592,071.55

3,543,212,546.04

1,936,048,782.39

68,574,324.68

23,881,891.79

897,004,534.05

617,703,013.13

86,045,421.25

-80,268,483.66

440,620,938.38

52,529,361.83

88,731,305.18

40,820,425.26

364,970,936.63

37,404,292.69

I

I I

I I I

IV

V
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Net Profit

Plus: Retained profits at beginning of the year

Less: withdrawal of statutory surplus

Withdrawal of statutory public welfare fund

Dividends to employees

Dividends to shareholders

Retained profit at end of the year

VI

VI I

398,441,303.04

327,566,643.94

32,756,664.39

32,756,664.39

21,000,162.93

54,005,298.74

585,489,156.53

327,566,643.94

327,566,643.94

Income Statement(continued)
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Cash Flow Statements

Produced by: Shanghai Rural Commercial Bank

2006Items

Cash flows from operating activities

Interests income

Fee and commissions income

Net demand deposits increase

Term deposits increase

Withdrawal of medium and long-term loans 

Net deposit due to banks 

Net Intra-bank deposits

Borrowing from the Central Bank

Net deposit due to other financial institutions

Net cash inflow from trust deposits and loans

Recovery of loans written off previously

Cash received from financial leasing  

Cash received from other operating activities

      Sub-total of cash inflows

Interest expenses

Fee and commission expenses

Net increase of short-term loans 

Medium and long-term loans

Net discounting

Net deposits from import and export advances and negotiations

         4,510,147,206.73 

            88,910,467.25 

         5,644,873,803.65 

        65,988,005,299.72 

        14,080,598,826.21 

         5,557,414,935.07 

           260,422,101.83 

                        

        -4,224,685,538.25 

             2,741,474.85 

            30,018,961.33 

                        

           239,404,202.18 

        92,177,851,740.57 

         1,552,789,059.99 

            48,222,420.84 

           567,373,418.33 

        25,364,621,668.02 

        -2,903,607,651.40 

            17,599,698.03 
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Payment of term deposit principals 

Net statutory deposits with the Central Bank

Repayment of Central Bank loans

Cash paid to and on behalf of employees

Business tax paid

Income tax paid

Payment of tax other than business tax and income tax

Cash paid for other operating activities

      Sub-total of cash outflows

   Net cash flows from operating activities

Cash Flow Statements(continued)

Produced by: Shanghai Rural Commercial Bank

2006Items

Unit:RMB

        55,184,986,972.57 

         2,839,705,000.00 

                         

           556,092,339.05 

           120,111,682.55 

            66,917,861.75 

             6,330,113.08 

           924,554,888.81 

        84,345,697,471.62 

         7,832,154,268.95 

Cash flows from investing activities

Cash received from return of investments

Cash received from distribution of dividends or profits

Cash received from interest income of bond

Other cash received relating to investing activities

      Sub-total of cash inflows

Cash paid to acquire fixed assets, intangible assets and other long-term assets

Cash paid for equity investment

Cash paid for debt investment

       316,988,161,372.59 

             5,311,653.37 

           631,287,624.91 

           194,605,124.19 

           167,433,811.85 

       317,986,799,586.91 

           401,193,005.15 

                         

       326,579,039,512.00 

Net cash received from disposal of fixed assets, intangible assets and other long-term assets
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Cash Flow Statements(continued)

Produced by: Shanghai Rural Commercial Bank

2006Items

Unit:RMB

Other cash payments relating to investing activities

      Sub-total of cash outflows

Net cash flows from investing activities

             6,641,659.81 

       326,986,874,176.96 

        -9,000,074,590.05 

Cash flows from financing activities

Cash received from issuing shares 

Cash received from issuing bonds       

Other cash received relating to financing activities

      Sub-total of cash inflows

Cash paid for debts repayment

Cash paid for financing expenses

Cash paid for distribution of dividends or profit

Cash paid for interest expenses

Other cash payments relating to financing activities

      Sub-total of cash outflows

Net cash flows from financing activities

Effect of foreign exchange rate changes on cashflow

Net increase in cash and cash equivalents

Non-cash investing and financing activities 

             9,996,956.48 

             9,996,956.48 

                      

            54,001,474.00 

            54,001,474.00 

           -44,004,517.52 

  -1,211,924,838.62 
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Cash Flow Statements(continued)

Produced by: Shanghai Rural Commercial Bank

2006Items

Unit:RMB

Investment with fixed assets

Share converted from debt

Acceptance of non-cash donation 

Reconciliation of net profit to cash flows from operating activities

Net profit

Provision for bad debt or bad debt write-off

Depreciation of fixed assets

Amortization of deferred assets

Amortization of intangible assets

Decrease in deferred expenses (deduct: increase)

Increase in prepaid expenses(deduct: decrease)

Losses on scrapping of fixed assets

Losses on investments (deduct: gains)

Deferred tax credit (deduct: debit)

Decrease of loans (deduct: increase)

Increase of deposits(deduct: decrease)

Decrease of deposit reserves(deduct: increase) 

Decrease of discounting (deduct: increase)

Net balance with banks and other financial institutions(deduct decrease)

           398,441,303.04 

         1,250,544,498.30 

            74,908,831.45 

             9,817,805.75 

            91,474,647.13 

                         

            -5,417,618.30 

            -3,287,476.53 

             3,111,183.22 

          -615,414,153.08 

                        

       -10,425,998,692.29 

        15,011,076,810.90 

        -2,839,705,000.00 

         2,903,607,651.40 

           -17,599,698.03 

        -4,224,685,538.25 

Losses on disposal of fixed assets, intangible assets and other long-term assets(deduct: gains)

Decrease of deposits from import and export advances and negotiations (deduct increase)

I I

Plus
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Cash Flow Statements(continued)

Produced by: Shanghai Rural Commercial Bank

2006Items

Unit:RMB

Decrease in operating receivables (deduct: increase)

Increase in operating payables (deduct: decrease)

Others

Net cash flows from operating activities

Net increase in cash and cash equivalents

Cash balance at end of the year

Cash balance at beginning of the year

Cash equivalents balance at end of the year

Cash equivalents balance at beginning of the year

Net increase in cash and cash equivalents

         2,154,842,332.55 

         2,695,419,980.91 

         1,371,017,400.78 

         7,832,154,268.95 

         4,649,672,386.52 

         3,949,210,109.09 

         2,858,025,496.71 

         4,770,421,612.76 

        -1,211,933,838.62 

Legal Representative: Li Xiulun      President: Hou Funing      Accounting Institution Principal: Cheng Yihua       Organizer: Zhu Shengpei
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