W H1-4B5r.indd 8

—y=a
E=

5 K E

Pl

20004 PAR, AR ERFARAEINE A #, &EIUTERT HE TR
MERNEFBK, NTiELREFESEHRR, AFLRERAN, KPR,
B 4 bt K AR R WA H R, 5L M ARAR B o R B SR e BT B 4% T BOR
'l REK, WEMFYT NFT MEARFH, ERHELT T L5 RBK
K, EREEREZFRG KRBT SBAENHFE, ZATIREFHES,

EHRHHRMPET, REFHERLAETHLREANZTN, HEEE
ROV EEF RS FH, RE2FLHZHREMAT (RFAMEERLAEHE
HAAHEY, FHETHREHEFEAE, TLETEHEEL, LREFEHAHE
RUOLERGTELF A e AENNIEY, ZATHARAHEN, EX
Mgt & — RFUBRKHM, AT AERNA A E, £F=ZRERL LA
B, FRAFAM Ak, ARERE, G0 R LEMREESSH, FEE
FERERHITM AR, 2EMEERTLE2 R RATE, et kA
BT ERE, RETEFRRMFATLEEBORMEERE, BTN, &%
FATH KA B R B, W H R E A E k.

WP ERAATTE, 20095 2—PMAF LM —F, AAEBAFREN
EREZZEWRMER, BHENRNFTLEMFRRAES A ZN, 20
MR H R, REAFLMN, KA HELE RS, RERALE
V5, ZHXFLERCHIRAT T, TRTAMRATHE S MEK, TFT
REFMEE L5,

$ 2010.10.11 3:23:223 PM ’7




W #1-4¥B5r.indd 9

RANEFEHEE, #0105 0K, HEERKSBREINEERF B EK
WERXRENRH NG ERL, BREFVEOTHIERLFE M, XL
HaWHWBA LR, BAMET TG THAEE S 7, w6 5T
A, BT BONRAE LG, FEwAR, FHEUT Lot g KR ok K
B EEER, NERATY B AR, B THEEBORMH ENESE 6,
KB PRALM By ALTE B SRR AR, SM IR R B AN

WX ZRENHIE, PERAAFMHLT EoRyFH T, FIX
ERHEZMN, RHARLHA, EHAELEEE, FAAZEVHRLER
RTREHRREE L, AHSARRGR, ERAZFHREFS, AFAHK
BRI kAR BRI A ERBEHEAMSA, KERELEM, FRLS
R FE RS F T W LI A, A F KR — N A KR
. s, PEEAFARGEAT010FZXERBL T F2, #H—FF K
TAR T E P EERTY 2 Rt B F w75 & B WA F AL 2 (7]
WS B EHNT 3 e 0 B

HMNEMRZHARE, PRRQXAGLEEL T LRI, £R
MAEETR, KNBFFERR, ML, HERR, SERFTREH
G, BRI RETRLFAFEOH, #AEAUHRESZFERDLF 2L
B, FETHXMITMNAM G AT L, Hlb, RERKAFARLERT,
M —EH ARG T RA AR B0 A XM, MRAMEE AT HWEFHS
REF, RTZCHEH  EHAR, KA WwBEREHRFR “UAAK, FE
EE, BERMA MBAR WETEL, UWRHER, WEAT, mitafE
PRETRAT 0 RS, AR E R ST R R R RO A TR

o E R AR R A

V7, .
$HEL, 4%?

2010410 A

9|

2010.10.11 3:23:25PM ’7



10

W H1-4%5indd 10

Message from Chairman of

the Board of Directors

Since 2009, the government of each country has pursued quite easy macro-
economic policy in response to the huge impact of the international financial
crisis, thus helping global economy gradually get out of recession. In the face
of the global financial crisis, the Central Committee of the CPC and the State
Council adjusted macro-economic policy in time, adopted positive fiscal policy
and moderately easy money policy, put forward the guidelines of “maintain
growth, expand domestic demand and promote restructuring”, and launched a
package of economic stimulus policies to help Chinese economy successfully
weather the financial crisis and show atrend of steady recovery.

Under the new environment and situations, China’s credit guarantee industry
underwent many profound changes. First, supervision and administration
of credit guarantee industry has been gradually clear. Seven ministries and
commissions, including China Banking Regulatory Commission, jointly
promulgated the Interim Measures for the Administration of Financing

Guarantee Companies, and related management systems and guidelines.
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Industrial regulation was increasingly intensified. Second, credit guarantee

industry has received unprecedented attention in helping Chinese economy
get out of financial crisis. China has successively formulated a series of
policies and measures to strengthen support for guarantee institutions. Third,
competition has appeared in specific regions, fields and products after guarantee
enterprises continuously expedited product innovation. Fourth, following the
designation of regulatory authorities, a national guarantee industry association
will be established as an important carrier of strengthening industrial self-
discipline, reflecting industrial appeal and implementing industrial supervision
policy. These changes brought about not only opportunities but also tremendous
pressure and challenges to us.

As for China National Investment & Guaranty Co., Ltd (the “Company”
or “1&G”), the year 2009 was still extraordinary. Following the five-year
development program and annual business plan, the Company studied
and practiced scientific outlook on development, fully strengthened self-
improvement and capability development, adjusted business strategy in time
and steadily pushed forward business operation in line with environmental
changes. Thanks to the concerted efforts of all staff members, the Company
overcame the pressure and challenges brought by external environment and
achieved good operating results.

We are keenly aware that the uncertainties of international economic situation

increased remarkably this year, following the spread of international financial
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crisis and the outbreak of sovereign debt crisis of European countries, including

Greece. Domestic economic and social situations were also complicated. The
government strengthened market intervention and macro-control, for example,
curbing overheating of the real estate market, rectifying financing bond
issuance of local governments, strictly controlling excessively rapid growth of
the industries with high energy consumption and high emission, and eliminating
backward production capacity. As for the guarantee industry, following the
formulation of regulatory policies and systems, the requirements on regulating
guarantee institutions and external constraint have been increasingly rigorous.
In the face of the complicated external environment, the Company
determined 2010 as a year of integration. This year, it kept a close eye on the
situation change, organized special discussion, adjust business strategy in a
well-timed manner, and maintained a sound business development momentum.
It is a comfort to see that, with three years of painstaking efforts, the Company
has successfully accomplished the equity financing and restructuring. Following
the equity financing and restructuring, the Company has made a historical
progress in breaking capital bottleneck, improving governance structure,
expanding business and enhancing competitiveness, and will entered a new
era of development. Moreover, the Company successfully held the 2010 Pan-
American Surety Association Annual Meeting in Beijing, further amplifying
its and even Chinese guarantee industry’s socia influence and international

influence. It indicates the exchange and cooperation between domestic and
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overseas industry peers has entered a new stage.

We have been keenly aware that the Company’s development should be
owed to the support of the people of all circles. Facing crisis and difficulties,
we adhered to cooperation and a win-win situation, supported each other
and made remarkable achievements. Particularly, in the business cooperation
and innovation, equity financing and restructuring, and holding of the Pan-
American Surety Association Annual Meeting, we received great support from
related departments and institutions. On behalf of the Company and all staff
members, | would like to express my sincere gratitude to relevant departments
and institutions that have provided support and assistance to us and our
clients who work closely with our company. In the future, the Company will
stick to the business philosophy of “people-oriented, reputation foremost,
accommodation to changes and harmonious development”, faithfully render
the best credit services to the society and clients, and make new and greater

contributions to China's construction of credit culture and system.

China National Investment and Guaranty Co., Ltd
\/, -
. 7
Chairman: m

October 2010
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|ntroduction to the Company

China National Investment and Guaranty Co., Ltd (the “Company” or “1&G”) was
established by the Ministry of Finance and the former State Economic and Trade Commission
in 1993 with approval of the State Council. As a member of State Development & Investment
Corporation, 1&G is a nationwide guarantee institution specializing in credit guarantee.

The Company’s business philosophy is to enhance corporate credit, optimize allocation of
social credit resources, improve market transaction efficiency, promote the building of social
credit system and credit culture, and serve the national economic and social development by
means of credit enhancement services. The Company aims to become the most competitive
integrator of nonstandard financial and credit enhancement services in China.

As at the end of 2009, 1&G had a registered capital of RMB 3 billion, with a core capital of
RMB 5 billion. It had credits of RMB 45.1 billion granted by banks and its credit guarantee
capacity exceeded RMB 90 billion. In 2009, China Chengxin International Credit Rating Co.,
Ltd, China Lianhe Credit Rating Co., Ltd and Dagong International Credit Rating Company
upgraded the long-term corporate credit rating (for a financial guarantee institution) to AA+ for
1&G.

With wide international contact, the Company became a member of Pan-America Surety
Association (PASA), one of the world’s top three surety and credit insurance associations, in
1998. 1&G was admitted to the National Association of Insurance Commissioner (NAIC) of the
US, the Surety and Fidelity Association of America (SFAA) and International Credit Insurance
& Surety Association (ICISA) in 2004, 2006 and 2009, respectively. It is the sponsor and
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the president unit of China Guarantee Alliance (CGA) which is composed of 180 specialized
guarantee companies. I&G has established a wide strategic alliance with first-class domestic
banks, securities companies, trust and investment companies, financial asset management
companies and specialized investment and consulting institutions. 1&G acquired shares in the
flagship enterprises of relevant industries, including China International Capital Corporation
Limited, CDH Investment and Handsun Technologies, and preliminarily established an
operational platform to render financial and credit services and solutions to clients.

I&G mainly engages in the following credit and guarantee services:

Financial product guarantee, mainly including guarantee for principal-guaranteed fund,
annuity, corporate bond, collective trust, corporate debentures, etc.;

Logistics finance and credit solutions, with products covering automobile, steel products,
chemical fertilizer, imported medical equipment, etc.;

Property preservation guarantee, with agencies in 26 provinces and cities of Ching;

Guarantee for government procurement, mainly including bid guarantee, performance
guarantee, quality guarantee, prepayment guarantee and performance finance guarantee in
government procurement areas;

Project guarantee, mainly including bid guarantee, performance guarantee, prepayment
guarantee, payment guarantee, repair guarantee and supply guarantee;

Real estate structural financing, bridge financing and acquisition, transaction performance
guarantee, etc.;

Guarantee of World Bank Energy Conservation EMC Project (EMCo loan guarantee
plan);

SMEs financing guarantee.

I&G has set up four branches/representative offices in East China, Shanghai, Dalian and
Shenyang, to serve regional economic development. By the end of 2009, the Company had
undertaken 19 742 deals of guarantee, with an aggregate guarantee amount of RMB 87.3
billion. Of which, 1 815 deals of guarantee were undertaken in 2009, with a total guarantee
amount of RMB 24.1 billion. The Company generated income of RMB 439 million in the year,
with a gross profit of RMB 268 million, maintaining a leading position in the industry.

I&G has an outstanding team of staff, of whom 60% have a master’s or doctor’s degree

—‘ 1-4305>indd 27
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granted by domestic and overseas universities and colleges, and over 92% have a bachelor’s
degree or above. Its business innovation capability also leads the industry. The Company
compiled the Introduction and Practice of Credit Guarantee, and the Introduction to the Credit
Guarantee Industry of Each Country, translated the Collected Works of Pan-American Surety
Association (2001-2005), and edited and published the periodicals such as the Collected Works
of the Chinese Guarantee Forum and the Chinese Guarantee Forum. The China Guarantee
Forum held once every two years by the Company is influential in the industry. http:/www.
chinaguaranty.net and http://www.guaranty.com.cn run by the Company are the most influential
websites in the industry.

1&G will continue to follow the business philosophy of “people-oriented, reputation
foremost, accommodation to changes and harmonious development”, persist in the business
principle of achieving a win-win situation and sharing interests, and strengthen cooperation

with all circles of the society, in a bid to jointly create a bright future.

Background and Chronicle

On July 28, 1993, former Vice Premier of the State Council Zhu Rongji replied to the
“Request of the People’s Bank of China concerning Joint Establishment of China Economic
and Technological Investment and Guaranty Company by the Ministry of Finance and the State
Economic and Trade Commission”, approving the experimental establishment of the Company
as a particular case.

On November 5, 1993, the People’s Bank of China ratified that the Company, as a non-
bank financial institution owned by the whole people, might engage in financial business.

On December 4, 1993, the Company was registered with the State Administration for
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Industry and Commerce, with a registered capital of RMB 500 million. The company was
subject to the supervision and administration by the board of supervisors with members
appointed by the State Economic and Trade Commission and the Ministry of Finance, and its
business was led, managed, coordinated, supervised and audited by the People’s Bank of China.

On May 18, 1994, the State Administration of Foreign Exchange ratified that the
Company might engage in foreign exchange business, and issued a license to the Company.

On May 29, 1998, as required by the State Administration for Industry and Commerce,
1&G changed its name to China Economic and Technological Investment and Guaranty Co.,
Ltd according to the naming rules and internal management system of the Company Law. In
respect of the management system, apart from the board of supervisors which was composed
of the representatives of investors and exercised the shareholders’ rights, the Company also
established the board of directors and adopted the president responsibility system under the
leadership of the board of directors.

On January 2, 1999, as required by related documents of the central government, 1&G
was spun off from the Ministry of Finance and taken over by the Central Work Committee for
Large Enterprises, and the Company would no longer be a financial institution. In December
of the same year, the central government decided to dissolve the Central Work Committee for
Large Enterprises and establish the Central Work Committee for Enterprises, which started to
take charge of 1&G.

On November 14, 2000, the Company’s registered capital was changed to RMB 664.5
million.

On May 28, 2001, as required by the Ministry of Personnel, &G dissolved the Board of
Directors and changed its top decision-making organ to the president work conference.

On March 21, 2003, the State-owned Assets Supervision and Administration Commission
of the State Council was established. As a key state-owned enterprise directly under the Central
Committee of the CPC, the Company was taken over by the commission.

On September 21, 2006, with approval of the State Administration for Industry and
Commerce, the Company changed its name to China Investment and Guaranty Co., Ltd.

In October 2006, with approval of the State Council, the Company was merged into the

State Development and Investment Corporation.
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In December 2006, the State Development and Investment Corporation injected capital

of RMB 2,335.5 million into the Company, increasing its registered capital to RMB 3 billion.

According to the Company Law, the Company set up the Board of Directors and the Board of

Supervisors.

Qualifications

April 1996
May 1998
April 1999
September 1999

May 2002

June 2002
October 2003

March 2004

December 2005
December 2006
May 2008
April 2009

Councilor of China Hi-Tech Industrial Association

Formal member of Pan-American Surety Association

Member of International Federation of Consulting Engineers

Member of Hi-tech Enterprise Association of Beijing New Technology
Industrial Development Experimental Zone

Standing member of China Council for the Promotion of International Trade
and China Chamber of International Commerce

Member of China-Europe Association for Technical & Economic Cooperation
Class A project consulting qualification granted by National Development and
Reform Commission

Qualified member of National Association of Insurance Commissioner of the
us

Member of China Tendering & Bidding Association

Member of the Surety and Fidelity Association of America

Vice Chairman Unit of Beijing Credit Guarantee Association

Member of ICISA
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Corporate Culture

. Mission

The company’s mission is to improve corporate credit, quicken market trading, optimize
credit resource allocation, boost the development of credit guarantee industry, promote the
building of credit culture and social credit system and serve the national economic and social

development by means of credit enhancement services.

I1. Outlook

The Company aims to become the most competitive non-standard financial and credit

enhancement service integrator in China.

I11. Core values

To provide premium services to clients and improve social economic operation efficiency by
leading products and quality services.

To create career development room for employees and help them achieve a balance between
beautiful life and career development.

To enhance sustainable development capacity, strive to improve commercial value of the

Company and steadily increase the value of shareholders’ equities.
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IV. Business philosophy

People-oriented. To understand, respect, utilize, cultivate and encourage people, to fully
arouse the enthusiasm and creativity of employees and to seek common development of
employees and the Company.

Reputation foremost. 1&G follows the business ethics of being honest and credible, persists
in the business principle of achieving a win-win situation and sharing interests with others,
establishes wide cooperation relationship with all circles at home and abroad, and builds a good
social image.

Accommodation to changes. To keep pace with changing times, and be bold in reform and
innovation. To enhance the Company’s sustainable development capability by innovation in
technology, system and management.

Harmonious development. To persist in a prudent, sustainable and harmonious development
concept, and pursue the optimization of sustainable development capability instead of pursuit
of becoming the biggest one; to adhere to the values of achieving a win-win situation with
clients; to harmonize corporate interest, individual interest with social interest, uphold the
consciousness of corporate citizenship, actively shoulder social responsibility and repay the

community.

V. Strategic thinking

To implement the blue ocean strategy, adhere to the concept of value innovation, seek
compound market demands in the overlapping areas of financial innovation, and provide clients
with integrated credit solutions.

To follow the path of intensive, high-end and internationalized development, strive to
enhance the comparative advantages and sustainable development capability and improve the

Company’s core competence.
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| Board of Directors/Chairman |

| Superrisory Board |

| President Meeting/president

Management Committee

Approval Committee

Risk Management Committee

| Compensation and Performance Committee

Technical Committee

Staff Development Committee

Legal Committee

IT Committee

Auditing Committee

Expert Committee
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Management System

Focusing on market-oriented development and enhancement of comparative advantages and
sustainable development capacity, the Company has made continuous efforts to put in place and
improve the operational mechanism and management system and to establish the management
framework and system that work well for the future strategies, embody core culture of the
Company and have distinct characteristics of guarantee industry. All this will help ensure

sustainable and sound development of the Company.
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Cooperative Institutions

In 2009, the Company strengthened business exchange with domestic and foreign
insurance institutions, financial institutions and intermediary institutions, widely exploited
credit resources and promoted substantial cooperation. With obvious market influence and
competitiveness, the Company enjoys a good credit record and high popularity in the industry
at home and abroad.

With the supervisory framework of China’s guarantee industry being gradually shaped,
the Company made great efforts to assist regulatory authorities, particularly China Banking
Regulatory Commission, in safeguarding the healthy development of the industry.

Major cooperation institutions include: (all in random order)

|. Financial institutions and investment institutions

China Development Bank China Construction Bank

Industrial and Commercial Bank of China Bank of China
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Agricultural Bank of China

China Export-Import Bank

Bank of Communications

China CITIC Bank

Huaxia Bank

China Merchants Bank

China Everbright Bank

China Minsheng Banking Corp. Ltd

Bank of Beijing

Bank of Shanghai

Shanghai Pudong Development Bank

China Industrial Bank

Shenzhen Development Bank

Guangdong Development Bank

China Jianyin Investment Limited

China International Capital Corporation
Limited

CDH Investment Center

Shanghai International Trust & Investment
Co., Ltd

SDIC Trust & Investment Co., Ltd

China Credit Trust Co., Ltd

CITIC Trust & Investment Co., Ltd

I1. International institutions

Pan-American Surety Association (PASA)
International Credit Insurance and Surety
Association (ICISA)

Surety and Fidelity Association of America

| 36
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New China Trust & Investment Co., Ltd

China Export & Credit Insurance
Corporation

PICC Property and Casualty Co., Ltd

HOPU Jinghua (Beijing) Consultancy Co.,
Ltd

China Southern Fund Management Co.,
Ltd

Bank of Communications Schroder Fund
Management Co., Ltd

Harvest Fund Management Co., Ltd

Fortis Haitong Investment Management
Co., Ltd

China Asset Management Co., Ltd

ABN AMRO TEDA Fund Management
Co., Ltd

CCB Principal Asset Management Co., Ltd

CITIC Securities Co., Ltd

Shenyin & Wanguo Securities Co., Ltd

BOCI Securities Limited

Guotai Junan Securities Co., Ltd

Guoyuan Securities Co., Ltd

China Merchants Securities Co., Ltd

(SFAA)
World Bank (WB)
Asian Development Bank (ADB)

National Association of Insurance

2010.10.11 3:23:54 PM ’7




Commissioner of the US (NAIC)
Small Business Administration (SBA)
International Labor Organization (ILO)
National Federation of Credit Guarantee
Corporations of Japan
Swiss Reinsurance Group (Swiss-re)
Munich Reinsurance Group (Munich-re)
Hannover Reinsurance Group (Hannover-re)
Atradius Reinsurance Group (Atradius-re)
Partner Reinsurance Co., Ltd (Partner-re)
Government of Singapore Investment Corp

(GIC)

I11. Domestic guarantee institutions

Shandong Enterprise Credit Guarantee Co.,
Ltd

Sichuan Economic and Technological
Investment Guarantee Center

Chang’an Guarantee Co., Ltd

Zhejiang Credit and Guarantee Association

Shenyang SMEs Credit Guarantee Center

Guangdong Join-Share Guarantee
Investment Co., Ltd

Zhejiang Uni-Power Guaranty Co., Ltd

Beijing Capital Guarantee & Investment
Co., Ltd

Anhui Credit Guarantee Group Co., Ltd

Heilongjiang Xinzheng Investment Surety

Co., Ltd

—‘ #1-4fB51.indd 37
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Hong Kong Mingly Corporation

St.Paul Travelers Group of America (St.
Paul Travelers)

Municipal Bond Insurance Association (MBIA)

Seoul Guarantee Insurance Company (SGIC)

CG of South Korea (CG)

Coface Group (Coface)

Mapfre Group of Spain (Mapfre)

Export Development Canada (EDC)

Lombard Insurance Group of South Africa
(Lombard)

Confianza Company of Colombia

Xinjiang Investment Credit Guarantee Co.,
Ltd

Jiangsu Credit Guarantee Association

Liaoning SMEs Credit Guarantee Center

China Jing An Credit Guarantee Co., Ltd

Hebei Guokong Investment Guarantee
Company

Hubei Zhongqi Investment & Guarantee
Co., Ltd

Hunan Guarantee Co., Ltd

Guangzhou Financing Guarantee Center

Xi’an Economic and Technological
Investment Guarantee Company

Guangdong Yingteng Guarantee Investment

Co., Ltd

37 |

Ai"‘: 2010.10.11 3:23:54 PM ’7



u@ I&G Development Report 2010

| 38

—‘ #1-4B55.indd 38

Guangdong Yinda Guarantee Investment
Group Co., Ltd

Shenzhen Hi-Tech Investment & Guaranty
Co., Ltd

Beijing Zhongguancun Sci-tech Guaranty
Co., Ltd

Fujian Investment Guarantee Company

Beijing Credit Guarantee Association

Jilin Credit Guarantee and Investment Co.,

Ltd

IV. Research institutions

Development Research Center of State Council
Research Institute for Fiscal Science of MOF

Tsinghua University

V. Other institutions

China Chengxin International Credit Rating
Co., Ltd

China Lianhe Credit Rating Co., Ltd

Dagong Global Credit Rating Co., Ltd

Shanghai Brilliance Credit Rating &
Investors Service Co., Ltd

China United Assets Appraisal Co., Ltd

China E-Port Data Center

Beijing Government Procurement Center

Guizhou Zhongwei SMEs Credit Guarantee
Co., Ltd

China Aviation Xingang Guaranty Co., Ltd

Hanhua Guarantee Group Co., Ltd

Beijing Zhongyuan Guoxin Investment
Guarantee Company

Chongging Import and Export Credit
Guarantee Co., Ltd

Guangxi SMEs Credit Guarantee Company

University of International Business and
Economics

Beijing Jiaotong University

Heilongjiang Government Procurement
Center

Sinotrans Ltd

Zhong Chu Development Stock Co., Ltd

Microsoft (China) Co., Ltd

China Info Bank

Beijing Digital Authentication Center

First Huida Risk Management Corp.

CB Richard Ellis Group
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www.zghd.com

Liaoning Machinery & Equipment
Tendering Center

King & Wood PRC Lawyers

Beijing Commerce & Finance Law Offices

Zhong Lun Law Firm

Beijing JunZeJun Law Offices
Beijing Zhong Sheng Law Firm
Beijing Dacheng Law Firm

Grandall Legal Group
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Overview

In 2009, following the five-year development plan and annual operation plan, the Company
studied and practiced scientific outlook on development, fully strengthened self-improvement
and capability development, adjusted business strategy in time and steadily pushed forward
business operation in line with environmental changes. The Company successfully overcame
the pressure and challenges brought by external environment and achieved good operating
results. The Company’s business capability improved remarkably, asset quality, credit capacity
and solvency maintained at a high level, and new achievements were made in Party building

and promotion of cultural cultivation and spiritual civilization construction.

I. Business operations

(I) Achieve steady growth of economic benefits in the face of global financial

crisis and tight operating strategy

In 2009, the Company generated income (consolidated, the same below) of RMB 439 million

and gross profit of RMB 268 million, slightly higher than the previous year.

(I Maintain rapid growth of guarantee business amidst restructuring and

make a new breakthrough in scale, benefit and structure

The Company’s newly added guarantee amount reached RMB 24.1 billion in 2009, a year-

W H1-4%5rindd 65 $
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on-year increase of 47%.

By the end of 2009, the Company’s accumulated guarantee amount had reached RMB 87.3
billion, with guarantee outstanding of RMB 30.1 billion.

Among the business lines, the proportion of direct financing guarantee and non-financing
guarantee with a relatively low risk increased sharply. Financial product guarantee accounted
for more than 50% of entire guarantee business.

The Company achieved a significant progress in business innovation, obviously strengthened
integrated business design capability and made a certain breakthrough in interaction of direct
and indirect financing, synergy of guarantee and investment business and development of

diversified business.

(111 Further optimize investment and asset allocation, continuously improve

asset quality and remarkably enhance credit capacity

In 2009, the Company generated investment income of RMB 206 million.

As at the end of 2009, the Company’s total assets were RMB 5.47 billion, liabilities were
RMB 1.3 billion, and owner’s equity was RMB 4.19 billion, with a liability to asset ratio of 26.1%.

Among the total assets, cash & equivalents were RMB 2.4 billion, and cash & equivalents
available for use within one year and realizable financial assets totaled RMB 4.3 billion.

The Company’s asset and financial status is good. Its credit capacity was enhanced

remarkably, with a credit rating upgraded from AA in 2008 to AA+ in 2009.

Il. Major work measures

() Establish the work ideas and tight operating strategy of giving prominence

to key points and adhering to prudent operation

In early 2009, domestic economic situation was quite severe due to the global financial
crisis and China’s own structural contradiction. In response to the complicated and volatile
external environment, the Company held meetings to study its business development strategy,

communicated with various departments repeatedly and developed the Guideline on the

$ 2010.10.11 3:24:20 PM ’7
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Business Plan for 2009. 2009 was determined as a year of adjustment. According to the
guideline, we should give consideration to the worse condition, and get well prepared for it.
We should make structural adjustment to guarantee business, strengthen self-improvement and
business research and development, actively respond to the environmental changes and seize
the business development opportunity.

The guideline sets forth the general requirement of “strict risk control, moderate operation,
sophisticated management, reinforcement of inner strength, enhancement of research
and development, preparation for adjustment, guarantee for key points, and coordinated
development” for the work of the whole year. On that basis, the Company developed its work
plan for 2009, which defined the work orientation, idea and objective and laid a foundation for

weathering economic crisis and smoothly pushing forward work in an all-round way.

(I1) Adhere to strict risk control and moderate operation

In the face of the crisis, the Company continued to adopt a sounder and tighter business
strategy, improved underwriting threshold and persisted in the business operation standards
applied during the crisis. The Company cautiously treated the relationship between business
risks and opportunities, and followed a business policy of advancing in some aspects while
withdrawing from others and implementing classified guidance.

For the operation of guarantee business, the Company implemented the strategy of
“differentiated treatment, classified guidance, structural adjustment and customer optimization”.
A significant breakthrough was made in product structure adjustment, and exploitation of
intensive and high-end business, especially financial product guarantee business; property
preservation guarantee business progressed steadily, and guarantee income hit a record high;
such business as financial guarantee for steel and automobile trade logistics and SMEs loan
guarantee developed steadily and healthily; the World Bank project guarantee windup and follow-up
plan progressed markedly; a breakthrough was made in exploitation of project guarantee business
market; as to construction project guarantee business, a breakthrough was also made in mode
innovation and business integration based on enhancement of supervision and risk disposition.

As for capital and investment business, the Company shrank operation and enhanced

research in a bid to not undertake big losses nor miss big opportunities during the period of
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financial crisis. Following the investment strategy of integration of investment and guarantee,
incorporation of internal and external factors and combination of long and short-term products,
the Company intensified the project screening standards, further innovated in and improved
the structural financing business modes by project operation, connected the structural financing
products and bank wealth management funds, and made a certain breakthrough in solving
product liquidity. In terms of capital operation and asset allocation, the Company gave top priority
to fund safety and liquidity, actively exploited diversified investment products with focus on fixed-
income products on the premise of hedging risks, and achieved sound return on investment.

The Company continued to scrutinize business risks, strengthen project forewarning and
disposition, and implement the project risk-based risk forewarning system through coordination
and interaction of various departments. A regular risk analysis and reporting system has been
established and improved. With respect to the projects that have shown potential risks, the
Company closely tracked, responded in a rapid and active manner, and grasped the initiative
in risk control and mitigation. As for each major risk projects, the Company has set up a task
force to closely follow the project progress, and take effective measures in time, so as to reduce
or avoid the losses incurred by them to the Company as far as possible.

The Company further strengthened classified management of projects, tried new asset
disposition methods, completed the clear-up and disposition of some key projects and achieved

good recovery performance.

(111 Improve credit capacity and improve risk management system

A certain progress was made in improvement of the Company’s credit capacity system. As
at the end of December 2009, the Company had credits of RMB 45.1 billion from six banks.
The Company’s business structure, asset allocation and liquidity arrangements were more
reasonable, and credit rating was upgraded remarkably. In 2009, China Lianhe Credit Rating
Co., Ltd, China Chengxin International Credit Rating Co., Ltd and Dagong International Credit
Rating Company confirmed a corporate credit rating (for financial guarantee institution) of
AA+ to the Company, significantly higher than the previous year.

The Company further strengthened the comprehensive risk management system and

implemented commercial guarantee portfolio management and business risk limit management.
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The Company preliminarily established measurement methods and standards for risk exposure
and reserve of existing guarantee business, and gradually enhanced the sophisticated business
management. The Company’s business assessment, legal service and risk evaluation system
and capacity cultivation were continuously enhanced. New achievements were made in
standardization and normalization of business operation and management. In 2009, the
Company launched more than 300 model agreements of 2009 edition, and added over 80
business standards, processes, standards and guidelines; internal control management was

further strengthened, and a complete internal control system has taken shape.

(IV) Strengthen business research and development and prepare for adjustment

In 2009, based on the scientific research plan and budget for 2008, the Company further
improved scientific research plan management system, developed and implemented scientific
research plan acceptance and evaluation standards, and completed acceptance of the first batch
of 11 subjects, indicating that a scientific research plan system, as the research and development
guarantee, has been fully established. Remarkable achievements were made in research and
development of key areas.

With regard to financial guarantee business, the Company continued to consolidate and
expand business channels, and made a new breakthrough in development of public financing
and principal-guaranteed investment guarantee market. Progress was also made in research and
development of structural securities trust, asset securitization and medium-term collective bills.
The Company progressed remarkably in research and development of e-commerce guarantee,
and basically completed the design and development of steel trade electronic trading system
and guarantee business modes. The Company actively pushed forward the study of international
project contract guarantee. A related task force completed a great deal of surrounding onsite
investigations, collected many domestic and overseas literature information, and completed the

drafting of research reports.

(V) Steadily carry out the activity of studying and practicing scientific outlook

on development

As required by the central government, the State-owned Assets Supervision and
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Administration Commission and SDIC Group, the Company steadily carried out the activity of
studying and practicing scientific outlook on development, taking the five-year development
plan as the carrier and “highlighting practice features and valuing activity effect” as the
theme. Since its launch in March, the activity lasted 100 days. With the concerted efforts of
the Party organizations at various levels and all Party members of the Company, the Company
successfully completed study, survey, analysis, inspection and rectification, attained the
expected target and achieved remarkable achievements. The Company pushed forward work
in an all-round way, enhanced the consciousness and resolution in implementation of the
scientific outlook on development and reinforced the motive force and capability of scientific

development.

(VI) Strengthen communication and cooperation and optimize business envi-

ronment and platform

According to the requirements of being intensive, high-end and internationalized, the
Company made great efforts to strengthen cooperation with domestic and overseas industry
peers, commercial and investment banks, securities companies, funds, trust and rating agencies
and preliminarily established a strategic alliance suited to future virtual operation, in order to
create virtual operating network featuring comparative advantages and sustainable development
capability. The Company made active exploration and try in strengthening strategic cooperation
and business innovation.

The communication between the Company and its international peers was further promoted.
The Company has joined the ICISA and become the sole Chinese member as a specialized
guarantee institution in the association; the Company sent a delegation to participate in the
annual meeting held by the association in South Korea; the Company sent a delegation to
participate in the 31* credit and guarantee insurance symposium sponsored by Atradius Re;
the Company received visits from senior management of SFAA, Hannover Re, Swiss Re,
MunichRe Group, Atradius Re, and Government of Singapore Investment Corp, and widely
exchanged views with its international peers; the Company also sent a delegation to participate
in the annual meeting of PASA, and deeply deliberated and communicated on the matters of

holding the annual meeting in China in 2010.
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The Company continued to strengthen communication and cooperation with domestic peers,
and further broadened the cooperation in the fields of financial product guarantee, World Bank
project guarantee and government procurement guarantee. Depending on the guarantee industry
alliance and its core members, the Company made active exploration and try in establishment
of joint insurance and cede insurance mechanism.

The Company strengthened communication with regulatory authorities, and put forward
constructive opinions and comments on guarantee industry management and improvement of
related regulatory systems, in an effort to create good policy environment for the development
of the Company and the industry. The Company communicated with the government and
related departments more closely and achieved a significant breakthrough in seeking for tax

preference and fiscal subsidiaries.

(VIl) Strengthen team buildup and cultural cultivation, and further enhance

the cohesive force and vitality of the Company

In 2009, in line with the changes in internal and external environment, the Company adjusted
its recruitment strategy, and recruited 16 people mainly for the frontline departments. The
Company completed the review of senior professional and technical qualifications and project
managers. A total of 34 persons received the senior professional and technical qualifications,
and 16 persons received project manager qualifications. The number of project managers
reached 132. The professional team focusing on project managers was further reinforced.

The Company strengthened the moral hazard management of employees, and organized
employees to learn and sign professional ethics standards, risk warning for key posts and
integrity and self-discipline commitment, and established and improved the staff professional
ethnics and risk warning systems. According to related policies of the state and requirements of
SDIC, the Company implemented the staff post-holding and withdrawal systems.

The Company steadfastly promoted the activity of studying and practicing scientific outlook
on development, and made remarkable achievements in Party building, providing firm political,
organizational and ideological guarantee for the Company. The Company actively carried out
Party and mass work and spiritual civilization, launched the series activities in celebration

of the 15" anniversary of its founding and staff outward bound training, and held wonderful
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cultural and sports activities with innovation in the form and substance. These activities further
enhanced the sense of belonging and sense of mission of employees, and reinforced their

cohesive force and vitality.

(VIIT) Uphold the consciousness of corporate citizenship, actively shoulder

social responsibility and actively repay the society

First, the Company promotes the harmonious development of economy and society by credit
guarantee.

The Company has been devoted to address the financing difficulties of small and medium
enterprises (SMESs), created the successful mode of “policy fund, legal entity management and
market-oriented operation” to support SMEs development by government, and received the
recognition from government departments. Since its establishment, the Company has provided
guarantee services for nearly 16 000 SMEs, with an accumulated guarantee amount of more
than RMB 70 billion, which is expected to increase sales revenue of over RMB 240 billion
and business tax of over RMB 12 billion. It generated huge social benefits in creating jobs and
providing technical supporting for large enterprises.

The Company supported the energy conservation and emission reduction. The World
Bank/GEF China Energy Conservation Promotion Project (Phase 2) is a large international
cooperation project carried out according to the World Bank project procedures and standards,
under the direct leadership of the National Development and Reform Commission and the
Ministry of Finance. The Company serves as the planner, designer and implementer of the
project. Depending on the professional guarantee services of the Company, the World Bank
energy conservation fund achieved the credit amplification function and expanded the effect of
energy conservation and emission reduction. Such a business mode has won for the Company
the high opinion of the World Bank and has been promoted in many countries. With five years
of practice, the project has achieved remarkable progress.

The Company encouraged enterprises to switch to direct financing. The Company
provided guarantee for enterprises’: ssuamce of bonds and principal-guaranteed bonds,
broadened enterprises’ financing channel, reduced financing cost and enhanced enterprises’

competitiveness. By the end of June 2009, the Company had provided guarantee for RMB 18.5
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billion of direct financing of 13 enterprises, greatly supporting their development.
Second, the Company adheres to operation in good faith and pays taxes in accordance with law.
The Company follows the business ethics of being honest and credible, pursues the
harmonization of corporate interest, personal interest and social interest, upholds the
consciousness of corporate citizenship, persists in operation in compliance with laws and
regulations, and takes the initiative in assuming social responsibility. The Company was
honored the “Class-A Tax Payment Credit Enterprise” and “One of the Top 50 Enterprises in

Haidian in Terms of Central Tax Payment”.

Business Performance

In 2009, in the face of the laggard effect of global financial crisis and increase of uncertainties
in the market, the Company adjusted its operating strategies in due course. While achieving
good operating results, the Company fully improved its business research and development
capability, optimized and refined business process, improved business risk management
system and enriched the experience in risk management during the period of crisis. In the year,
the Company strengthened communication and cooperation with such institutions as banks,
securities companies, trust companies, guarantee institutions and reinsurance companies, laying
a solid foundation for the sustained, rapid and healthy development of commercial guarantee.

In 2009, the Company’s asset quality kept improving, guarantee business structure became
more reasonably, its ability in mitigation and disposition of major risks, design of integrated
products and operation of large projects was enhanced, and its business risk management

capability and comprehensive credit capacity were further strengthened.
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I. Financial highlights

The data below is excerpted from the audited annual financial report of I&G.

Table 2-1 Major Financial Data and Indicators Unit: RMB 100 million
Major Financial Data and Indicators At the end of 2009 At the end of 2008 At the end of 2007
I. Financial Data (audited)
Total assets 54.7 48.6 45.9
Total liabilities 13 10 8.3
Incl.: Loss reserves 3.8 3.8 3.3
Clients’ deposit 6.1 44 3.0
Equity 419 38.6 37.6
2009 2008 2007
Total revenue 4.39 4.48 8.31
Total profit 2.68 2.32 6.53
Net profit 1.87 1.81 5.83
I1. Financial indicators
Current liquidity ratio 3.9 3.6 6.7
Asset-liability ratio (%) 26.1 20.7 18
ROR (%) 61.1 51.6 78.6
ROA (%) 3.6 3.8 13.8
ROE (%) 4.7 4.7 16.8
(RMB 100 m) 47
55
486
30 459
45 /
40 .

Fig. 2-1 Total Assets
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(RMB 100 m) 93
10 | ——

4.5 4.4

NN

2 Fig. 2-2 Total Revenue
2007 I 2008 I 2009
5.8
(RMB 100 m)
6
g
v
3/ 1.8 1.9
g
g

2007 2008 2009 Fig. 2-3 Net Profit

Il. Information on guarantee business

In 2009, the Company’s guarantee business scale and income grew steadily. Newly added
guarantee amount reached RMB 24.1 billion in 2009, an increase of 47.5% over the previous
year, of which commercial guarantee rose by 48.1% to RMB 21.19 billion. During the year, the
Company underwrote 1,815 deals of guarantee for 1,185 clients, and reaped guarantee business
income of RMB 213 million, an increase of 3.4%.

In the year, the Company continued to adopt a prudent business strategy and strict
guarantee standards. The Company strengthened the market development of public financing

guarantee and principal-guaranteed investment products guarantee, and explored guarantee
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modes; amid the changes in real estate macro policy, the Company seized the comprehensive

business opportunity to give play to the advantages in integrated business; in the field of trade

circulation, the Company steadily pushed forward the business development of each platform

and made a breakthrough in platform building; the Company actively tapped government

procurement market, and selected pilot areas for business operation in close cooperation with

banks; moreover, the scale of traditional mature business further grew.

(I) Guarantee performance indicators

By the end of 2009, the Company had provided guarantee for nearly 16 000 clients, with

an accumulated guarantee amount of RMB 87.3 billion. The operating results of guarantee

business hit a record high in 2009, and achieved a pronounced growth in comparison with the

previous year.

Table 2-2 Major Guarantee Business Data and Indicators Unit: RMB 100 million
Guarantee performance indicator At the end of 2009 At the end of 2008 At the end of 2007

Accumulated guarantee 873 632 469
Guarantee outstanding 301.5 201.3 137.9

Loss reserves 515 52 45
Clients’ deposit 6.1 4.4 3.0
Guarantee performance indicator 2009 2008 2007
Guarantee amount per year 241.0 163.4 111.2
Project amount per year 1815 1719 2 264

Client number per year 1185 979 1244

Annual guarantee income 2.13 2.06 1.23
Accumulated payout ratio (%) Commercial Guarantee 0.6
20072009 Entrusted Guarantee 11
Accumulated collection ratio (%) Commercial Guarantee 81.5
20072009 Entrusted Guarantee 60
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Fig. 2-4 Accumulated Guarantee

Fig. 2-5 Guarantee Outstanding

Fig. 2-6 Guarantee Amount per Year
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(RMB 100 m)
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Fig. 2-7 Annual Guarantee Income 2007 2008 2009

(I) International measurement level

In accordance with internationally recognized performance measurement methods on
guarantee institutions, the performance indicators of commercial guarantee and overall risk

quality indicators of 1&G reached good international level in 2009 (see Table 2-3).

Table 2-3  Performance Indicators of I&G in 2009 — Measured by Referring to International Standard

Internationally recognized performance At the end of Notes
indicators for guarantee institutions 2009/ Year

Net leverage ratio 6.6 (times)

Capital Adequacy Ratio 14.4 (%) The ratio is higher than the CAR regulatory requirements of
o 11.5% as require by CBRC.

High liquidity assets to Total Assets 82.6 (%) The Company has a high proportion of assets with high
0 0

liquidity.
Loss Reserve Ratio The Company has a high commercial guarantee loss reserve
240 (%)

ratio and a strong expected loss solvency.

Annual loss ratio 13.5 (%)
Annual expense ratio
. . 43.5 (%)
(Including technical reserves)
Annual combined ratio i.e. commercial guarantee (annual loss ratio + annual
(Including technical reserves) 57 (%) expense ratio).

The indicator is relatively good in the international market.
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According to the Table 1-3, the Company’s capital adequacy ratio exceeded the average of
internationally active banks (12%) at the end of 2009. The assets with high liquidity and high
realization ability accounted for a large proportion, and the Company’s liquidity arrangements
were sufficient. The commercial guarantee loss reserve ratio was sufficient, indicating that
the Company has a strong solvency against expected losses. The guarantee net leverage ratio
at the end of 2009 was 6.6 times and the room for business size and underwriting capacity
improvement was still big. If the risk reserve provided within the year was taken into account,
the annual combined expense ratio was 57% in 2009, indicating that the business income could

cover its cost and maintained at a relatively good level in the international market.

(1) Guarantee clients

In 2009, the Company provided guarantee for nearly 1 200 clients, and most of its legal
person clients were SMEs. With many years of rewarding cooperation, the Company has
cultivated and accumulated a certain number of high-quality and long-term clients. With the
continuous expansion of client number, the Company continued to study the credit rating and
credit management modes for different customers, so as to reduce the credit risk exposure and

management cost of single clients and improve management efficiency.

RMB 100—400 million,
37.58%

RMB 400 million—RMB 1billion

3.18%
Fig. 2-8 Guarantee Clients’
Below RMB 100 million, Above KB I billion (Consolidated) Total
52.23% e Assets Positions in
2009 (as per number
of clients)

RMB 150500 miltion Above RMB 500 million,

40.27% 36.91%
Fig. 2-9 Guarantee Clients’
(Consolidated) Sales
RMB 50—150 million,  Below 50 million Income in 2009 (as per
11.41% 11.41% number of clients)
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I11. Information on guarantee risk assets at the year end

As of the end of 2009, the (consolidated) guarantee balance of 1&G amounted to RMB 30145
million, up 53% over the end of the previous year mainly because financial product guarantee
business accounted for a large proportion of insurance scale in 2009.

The concentration of categories, industries and districts involved in the Company’s guarantee
balance was relatively reasonable, and overall risk of business portfolio was low. Guarantee
products primarily include bond guarantee, principal-guaranteed investment product guarantee,
logistics financing guarantee, real estate construction guarantee, construction project guarantee,
property preservation guarantee, government procurement guarantee, Shanghai SMEs loan

guarantee and guarantee of World Bank Energy Conservation EMC Project.

World Bank Energy Conservation
EMC Project guarantee
0.23%

Shanghai SMEs loan guarantee
10.85%

Real estate, construction and others
6.13%
Principal-guaranteed
investment guarantee
21.41%

Logistics financing
9.97%

___——Government procurement guarantee
0.08%

Property preservation guarantee
10.17%

Fig. 2-10 Structure of Guarantee / Project guarantee
1.33%

Business of I&G at the

Bond guarantee
end of 2009 (as per 39.84%
Guarantes Amount)

Business Overview

I. Guarantee Business

Through many years of research, development, practice and mass operation, the Company
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has gradually developed six major guarantee business lines as below:

1. Financial product guarantee: including quasi-municipal bond guarantee, guarantee for
corporate bond, annuity, trust plan, asset securitization, structural financing and guarantee for
capital raised for other financial products.

In 2009, the Company continued to consolidate and develop financial product guarantee
cooperation channels, broaden product lines, reinforce technical reserves, made active
exploration in product mode, legal framework, risk management and risk diversification
channel, and achieved rewarding experience.

2. Logistics finance guarantee: guarantee for comprehensive trade credit, bank acceptance
bill, L/C opening and bill purchased under L/C, customs duty financing, supply bid, supply
performance, supply prepayment, product repair/quality and buyer’s deferred payment.

Logistics financing guarantee is characterized by renewal year by year. In 2009, the Company
engaged in business by way of “comprehensive credits for clients”, stabilized project sources and
maintained the base of high-quality clients. In this field, the Company has cultivated relatively
mature and stable target business, business mode, internal process and risk control technology.

3. Guarantee for construction projects: financing guarantee for real estate development
and construction projects; payment performance guarantee for business property and industrial
estate trade; guarantee for the bid, performance guarantee, prepayment guarantee, maintenance/
guality of projects; owner payment guarantee;

In 2009, the Company closely followed the changes in real estate industry policies,
actively seized the opportunities of individual projects, and strengthened market forecast,
plan design, risk control and comprehensive business capability. Furthermore, depending on its
mature experience in international project guarantee business, the Company enhanced study in the
fields such as project contract, and actively pushed forward business operation and pilot projects.

4. Guarantee for government procurement: performance and financing guarantee for
government procurement.

As a guarantor in the experimental area for government procurement, the Company is
well-received in diversified areas and its business research and development involve various
products including bid guarantee, performance guarantee, prepayment guarantee and quality

guarantee. In 2009, the Company enhanced regional market exploitation, promoted the fundamental
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work such as business platform construction and communication with cooperation banks, and
achieved a breakthrough in construction of government procurement guarantee business system.

5. Judicial guarantee: property preservation guarantee.

1&G is the first guarantee institution in China specializing in property preservation
guarantee, and its guarantee qualifications have been recognized by the courts at each level in
26 provinces, municipalities and autonomous regions of China. In 2009, the Company further
pushed forward marketing and mass operation of the business, and strengthened internal
process building. Business size grew steadily, and income hit a record high.

6. Entrusted guarantee: including SMEs loan guarantee in Shanghai, Guarantee for World
Bank Energy Conservation EMC Project, and international agency business.

The entrusted guarantee business needs no capital from the Company; instead, it attracts
funds from specialized guarantee fund or risk compensation mechanism by virtue of the
professional capability and brand of the Company. In 2009, the Company actively carried out
policy-related SMEs credit guarantee, and continuously improved internal management and
service quality. Its guarantee scale hit a record high, and payout ratio further declined. With the
windup of the World Bank guarantee fund project, the Company strengthened the supervision
of existing guarantee projects of energy conservation loans and promotion of follow-up plans.
Moreover, depending on the international organizations such as PASA, ICISA and SFAA,
the Company actively promoted business cooperation with international peers, continuously
accumulated practical experience in international bridge guarantee, foreign guarantee and
international factoring, and pushed forward the market-oriented operation of internationally

mature guarantee products in China.

I1. Investment business

The Company’s investment business has provided a solid foundation and backup for the
guarantee business, and met the requirement regarding the liquidity arrangements of the
Company. Following the risk management ideas of institutions engaged in international
guarantee, insurance and reinsurance on investment business, 1&G adopts prudent investment

strategies and portfolio management, and has strengthened the tie with banks, investment
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Table 2-4 I&G Major Guarantee Products

Principal-guaranteed investment guarantee
Bond guarantee

Direct financing guarantee Fund guarantee

Trust plan guarantee

Financing product guarantee

Financing guarantee

Indirect financing guarantee Project financing guarantee
Combination of investment and guarantee
Entrusted guarantee

Working capital loans/bank acceptance bill guarantee
Financing guarantee for government procurement

Bid guarantee

Prepayment guarantee
Performance guarantee

Supply guarantee

Project repair/quality guarantee
Owner payment guarantee

Project guarantee

Assured guarantee

Property preservation guarantee

Judicial guarantee ;
Execution guarantee

banks, trust companies and other financial institutions and important clients. It is seeking long-
term business partners. Its main investments involve financial products with high liquidity, high
credit rating and high quality and focus on the safe and rational product portfolio.

The Company has developed a clear plan on the fund operation scope, period and scale. In
2009, it adjusted fund allocation and did not have any material risk or investment loss. During
the period of financial crisis, the proportion of cash in investment portfolio increased, the

company’s liquidity was adequate and overall risk of investment portfolio was quite low.

I11. Other business

1&G boasts sophisticated technical skills and rich business experience in such areas as
project evaluation, credit rating and engineering consultation. It provides capital support, financial
planning, information consultation, project planning, legal consultation and other services for the
clients and cooperative institutions, while offering the guarantee credit enhancement services.

After the increase of business categories and improvement of business quality, the Company
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has secured stable and quality clients and improved its market competition capacity. In
addition, its product value chain has been expanded and great improvement has been seen in

capacity and competitive advantages in its comprehensive business.

Credit Capacity

As at the end of 2009, the Company’s net assets reached RMB 4.19 billion, and accumulated
risk reserves stood at RMB 550 million. The Company had a total credit limit of RMB 45.1
billion granted by six banks, of which comprehensive credits of RMB 30 billion were granted
by China Development Bank, regional credits of RMB 10 billion were granted by the Bank
of Shanghai, and product credits of RMB 5.1 billion were granted by China Everbright Bank,
Shanghai Pudong Development Bank, China Merchants Bank and Industrial Bank Co., Ltd.
Moreover, the Company is signing strategic partnership agreements with Bank of Communications
and Guangdong Development Bank. Based on the Company’s capital strength and the external
credit supports, the Company’s overall credit capacity is about RMB 90 billion.

In 2009, China Chengxin International Credit Rating Co., Ltd., China Lianhe Credit
Rating Co., Ltd and Dagong International Credit Rating Company confirmed a long-term
corporate credit rating of AA+ to the Company. The credit rating indicates a leading business
development, strong compensatory capacity and strong investment and guarantee risk
management capability of 1&G and low risk of guarantee business.

On Sept. 29th of 2010, China Lianhe Credit Rating Co., Ltd. finished the 2010 corporate
rating of the Company, and stated that “the multiplication of shareholding structure and capital
injection strengthens the market operation level and guaranty

capacity, the potential outlook of the Company is positive.”
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Risk Management

In 2009, while achieving good operating results, the Company further enhanced business risk
management capability and enriched experience in business risk management during the period
of crisis, in light of the strategy of “strict risk control and moderate operation”.

Business risk management ran through the entire business operation. During the period,
each functional department of front, middle and back offices played its own part, and fully
communicated with each other to ensure the Company’s risk management system was
effectively implemented.

Before handling a project, the Company fully identified various risks faced by the project
through assessment, review, credit extension and demonstration, to provide decision-making
support for project approval.

During the project operation, the Company achieved risk monitoring and measurement of
ongoing guarantee projects by the system of separating handling and operation, operation
supervision and risk scrutiny mechanism, and risk reporting system.

When forewarning information or material risk warning appears for a project, the Company
will set up an emergency response team and immediately take risk response measures to
mitigate risks and reduce losses as far as possible.

During the year, in response to the continuous expansion of business size and the diversified,
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high-end and compound product trend, the Company optimized and refined original business
process in order to improve business operation efficiency and risk management quality. In line
with process optimization and refinement, the Company adjusted the functions and position of
decision supporting committees with a view to strengthening the professional responsibility
division and capability cultivation of each committee and provide a solid guarantee for the
Company’s business decision support.

Furthermore, the Company continuously strengthened business standard improvement,
cleared up practical experience in risk identification, risk assessment, risk control, ongoing
guarantee operation and major risk disposition, refined and finalized business technology and
developed business standards and guidelines. In line with regular risk scrutiny, the Company
developed business portfolio risk reporting system, to closely track the business structure and
concentration changes, and monitor the overall risk of business portfolio.

In view of such factors as risk level of various products, business policy and client credit,
the Company formulated and issued the commercial guarantee portfolio management system
in 2009, aiming to establish a reasonable risk limit standard, reduce risk concentration and
strengthen business portfolio management in the year.

Moreover, the Company further pushed forward research and application of risk
quantification technology. With Basel II as major reference, the Company continuously studied
management means and quantification technology of credit, market, operational and liquidity
risks, examined the calculation methods of its actual risk exposure under normal conditions
and stress test, created the calculation models of risk-weighted assets and economic capital, to

provide basic data for risk reserve set-aside, capital allocation and risk pricing.
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International Communication and
Cooperation

l. International communication

In the second half of 2009, the Company continued to promote international communication
and cooperation. The 2010 PASA annual meeting was held in Beijing during May 23-26,
2010. It was sponsored by 1&G as the sole Chinese member. The annual meeting was held
outside America and in Asia for the first time. Attendees were representatives of renowned
international reinsurance companies and credit insurance and guarantee companies from more
than 30 countries and more than 300 representatives of China’s major guarantee institutions,
reinsurance institutions, insurance companies and commercial banks. Such topics as credit
insurance and guarantee, guarantee product development and management and guarantee
industry supervision of emerging market were discussed at this meeting. The meeting was
popular and successful, indicating a significant leap of the Company in the international
market. During the second half of 2009 and first half of 2010, the Company received more
than 100 foreign visitors for over 30 times, to widely exchange views on business cooperation.
The Company deeply discussed with its international peers and insurance brokers on the
cooperation of international project contract (EPC), and communicated with Seoul Guarantee

Insurance Company, Lombard of South Africa and EDC of Canada many time on the front and

W H1-47B51.indd 91 $

91 |

2010.10.11 3:24:40 PM ’7



u@ I&G Development Report 2010

back office guarantee business, formed cooperation system framework and further promoted
business cooperation with them. The Company continued to maintain and develop the contact
channels with more than 120 peers in over 40 countries, and became the member of SFAA,
together with more than 500 project guarantee and fidelity guarantee companies in the US. It
has also established a close partnership with more than 20 well-known international guarantee,
reinsurance, credit insurance and related institutions.

From the second half of 2009 to May 2010, major significant events were as follows:

From 2009 to 2010, the Company received visits from managing director and other credit
solution personnel of SwissTe, to communicate and deliberate on guarantee, investment
business and capital allocation, and discuss cooperation in various fields.

During the period, the Company met the senior management of Government of Singapore
Investment Corp. (GIC) to discuss in-depth cooperation.

During the period, the Company received visits from persons in charge and senior insurance
officers of credit and guarantee department of Munich Re, a well-known reinsurance company
in the world, to discuss reinsurance cooperation.

During the period, the Company received visits from the Chairman and CEO and other
personnel of AtradiusRe under the Atradius Group, the second largest credit insurance group in
the world, to discuss international cooperation on cede insurance.

During the period, the Company received visits from director and other persons of Seoul
Guarantee Insurance Company to deliberate on front and back office guarantee business.

During the period, the Company received visits from related personnel of Netherlands-based
National Borg to widely discuss business cooperation.

In August 2009, the Company received visit from senior vice president of credit insurance,
guarantee and political insurance department of Guy Carpenter & Company to discuss EPC
business cooperation.

In September 2009, the Company received visit from representatives of Jardine Lloyd
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Thompson to discuss EPC business cooperation mode.

During the period, the Company received visit from related credit and financial risk business
personnel of Aon Benfield.

On September 30, 2009, the Company sent a delegation headed by Chairman Liu Xinlai to
participate in the 21* annual meeting of PASA in Mexico.

During October 26-29, 2009, the Company received visit of related personnel of Secretariat
of PASA to deliberate on the preparatory matters for holding the 2010 PASA annual meeting in
Beijing.

In October 2009 and March 2010, the Company received an expert panel of World Bank
China Energy Conservation Promotion Project (Phase 2) EMCo loan guarantee project for the
purpose of autumn and spring examination, and was fully recognized by experts of the World
Bank for its good performance in project implementation.

In February 2010, the Company received visit of related personnel of SCOR to discuss
reinsurance business cooperation.

During March-June 2010, the Company held several video conferences and meetings with
Lombard of South Africa and reached the consensus on cooperation mode.

In April 2010, the Company accompanied Mr. Teh Kok Peng, the President of the
Government of Singapore Investment Corp, to visit Mr. Wang Huisheng, Chairman of SDIC, to
discuss a broader business cooperation.

During May 23-26, 2010, the 2010 PASA annual meeting was held in Westin Beijing
Hotels, and the Company’s representative widely communicated with international peers at the
meeting.

In May 2010, the Company received visit from representatives of EDC of Canada to discuss

front and back office business cooperation.
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Il. The Company sent a delegation to the 21 annual meeting of
PASA in 2009

During September 30-October 10, 2009, a six-member delegation of 1&G, including
Liu Xinlai, Chairman of the Board of Directors, and Liu Gubao, Chairman of the Board
of Supervisors, participated in the 21% annual meeting of PASA. The meeting was held in
Acapulco, a coastal city in Mexico. A total of 183 member representatives of more than 90
institutions in 28 countries participated in the meeting. The total number of attendees of the
meeting reached 278.

The theme of the meeting was status of global guarantee and credit insurance market and
response strategy under the financial crisis. Focusing on the topics such as the status of credit
insurance and guarantee market in Latin America, guarantee and credit insurance under the
financial crisis and reinsurance capacity, the meeting arranged for speeches and discussions,
and invited experts of rating agencies and international audit offices to deliver address
regarding risk control. Guarantee and credit insurance work committee held an annual meeting
to specially deliberate on the guarantee and credit insurance strategy in response to the financial
crisis, put forward constructive views, and adjusted the committee’s operation modes in order
to organize professional discussion and study more effectively. Before the meeting closed, the
association held a joint meeting for all member units to report on its financial position and daily
management.

During the meeting, Chairman Liu Xinlai reported to the executive committee of the
association on the preparatory work for the holding of 2010 PASA annual meeting in Beijing.
At the closing ceremony of the meeting, Chairman Liu Xinlai delivered a brief address and
showed the publicity film of Beijing, where the 2010 annual meeting will be held, provoking
strong reactions among representatives. Chairman Liu Xinlai pointed out that the 2010 PASA

annual meeting in Beijing was a significant move for PASA to expand its global influence,

Ai"‘: 2010.10.11 3:24:41 PM ’7



—‘ #1-4fB5r.indd 95

Part Il Business and Development u@

and provided a good opportunity for all member units to closely understand such an emerging
market as China and explore cooperation chances. As the host of the meeting, 1&G will try its
best to ensure the meeting is successful.

At the meeting, 1&G delegation widely exchanged views with other representatives, further
promoted partnership and effectively improved the international influence of the Company and

China’s guarantee industry.
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