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I 2006, while exerting Rzl to acheve strategic reonentaton and comprehensive development in each facet of is
[ the Bank ted on pedonming fulkscale sk managemen throughout the process of extending credit. Always
making aszet salety and qualty e 100 pronty in fs creddt busness, it eamestly implemented specific measures for
preventing and mitigatng financial fzks, all of which msulted in a much improved asset quality of credit. In order o comply
with the trend of modern financial regulation, in May 2006 the Bank establizhed the intemal Control and Com plance
Dapastment atthe Head Office to be responsible for the Bank's internal contral, compd managemeant and ant-money-
laundering supsension.

I 2006, the Bank adopied the followng measures 1o strenginen nsk managament

Firatty, special attention was given to achieve the “double fal® tanget set for non-perfoeming loans. The Bank made
requiar analyss on the shuation of the “double fai® work, fortifed the examinaton and superyvision over all the operaton
[bodees, and bmproved the mechaniam of rewands and penallies for the “double fai® work. ANl the operation bodies of the
Bank had drafied detalled work plans, implemented the respons ity system and utdzed vanous means o reduce fhe
giockpde of NPLs while taking stnct precautions aganat newly incurmed NPLs. Besides, the Bank reinforced s effonz in
colecting overdus loans. By the end of the year, the Bank had colected RMBS04 milion NFLs of the on-balance-shest
buzness, of which RMB388 milon was collected through lawsuits. Interms of onlending business, by making full use
of favorable opponunites, the Bank successfully cleared as much as USD382 millon loans in amears hat were long
overdued in the past years for 8 number of projects with large sums. It also worked hard o write off bad loans afier
verficaton. As a result, the Bank achieved a “double f80° on NPLs for esght consecutive years in tesms of boih the abaolule
amount and the percentage in relation 1o the pontfolo a8 8 whobke.

Secondly, nek superssion and asset profection was infensified. The Bank established a country information database,
srengthenad riak analysis and pre-w aming on chents, countres and ndustres, furiner refined the fve-category classdcaton
onoredd, and kept 8 close eye on the changes of the asset qualty. i also mattuted an emergency response plan for
grave riak accdents, and establshed 8 work mechanam Enking e head office with branches. Besbdes, it reinforoed
[ wenton § '] iz by saftling the creditor's fights for 8 number of progects and restructuring loans of cen

pojects.

Thirdly, basic work of credit management was improved. The Bank formulated and modified in good tme relevant
credit rules and regulations, which ensured a smooih development of new businesses and helped tackie new ssues
and problems ooowred in the operation and management. With enhanced focus on postHoan management, it conducied
poEt-hoan exammnation on overseas progects. Besides, it sirengthensed reviews on comespondent banks, clanfied the
regponsibites and obligations of comespondent banks and =et about reforming the payment methods of commisson
fee. Az for the onlending business, he Bank camed out special invesiigation on onlending progects, and entanged fhe
content of onsite post-loan nvestigation. In addition, it readpusied and optimized the evaluation process and |mproved
e efficiency of evaluation work. It also standandized progect file management, and completed the promoton of scanning
wopect fle for an automatic managemeant on project files infhe bankwde system.

[Fowrthdy, the intemnal contnod was improved and the conschousness of operatonal complance was furihes strengthened.
The Bank siraightened out all the exiatng rules and regulations this year, layng a sobd foundation for intensifying the
congtruction of ema management and conrol. The Bank carefully rectfied and mproved s restructuning work acoonding
1o the requirements of regulatory authority by siopping up the instiutional leopholes in iis operation, management and
Imternal contriol, and giving severe punishment to the related staff that were responsible io the work. it also intensified
Infernal auditing by highlighting the function of auditing and supervision. in addition, the Bank actively carrbed out the
postevaluation waork, and further improved the ant-laundering mechaniam by seting up an ai-round ant-money-laundering
working stuciure between the head office and the branches,
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