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Message from the Chairman

In 2010, the impact of financial crisis on each economy further evolved. Ma-
jor western devel oped economies were sinking into debt crisis that clouds their
economic prospects. The emerging economies also faced dual pressure of asset
price bubble and inflation. In the face of such a complicated domestic and over-
seas environment, China had to gradually withdraw economic stimulus policy
and tighten monetary policy, leading to a slowdown of economic growth.

The year 2010 witnessed the clear-up and rectification of the guarantee
industry. With the tightening of domestic monetary policy and considerable
growth of financing demand, the number of guarantee institutions increased
sharply, and many issues were exposed. Following large-scale investigation,
the regulatory authorities successively worked out many industrial management
regulations and supporting measures, and basically established the access and
withdrawa mechanism for financing guarantee ingtitutions. A financing guar-
antee institution regulatory system has taken shape. 1& G successfully become
one of the institutions first granted the business license.

In this world, the only thing permanent is change. During the past 18 years,



&G developed and evolved by accommodating and adjusting to the changes,

which help the company forge ahead and enter new development stages one
after another. In 2010, through unremitting efforts, the Company completed eg-
uity financing and restructuring, and successfully introduced six domestic and
foreign institutional investors. The successful restructuring provides important
precondition and guarantee for the Company to attain its market-oriented objec-
tive, and all staff members will take it as a new start point and rise to the new
challenges | believe that, despite the arduous tasks ahead, our market-oriented
objective must be achieved through our concerted efforts.

& G’s development should be attributed to the support from all walks of the
society. | appreciate related government departments for their care, appreciate
our clients for their trust, appreciate related institutions for the help and ap-
preciate investors for their recognition and understanding. 1&G will adhere to
the principle of faithfulness and credibility, provide the best credit services for
the society and clients, and make bigger contributions for the construction of

China’s credit culture and credit system.

China National Investment and Guaranty Co., Ltd.

\"/, -
Chairman: 7}’” %

September 2011
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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, &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 2010, the Company’s registered capital, total assets and bank credits were RMB 3.52
billion, RMB 6.26 billion and RMB 100.6 billion. In 2010, China Chengxin International Credit Rating
Co., Ltd., China Lianhe Credit Rating Co., Ltd. and Dagong Global Credit Rating Co., Ltd. confirmed
1&G’s long-term corporate credit rating (for a financial guarantee institution) of AA+ for I&G.

In 2010, with the support of the largest shareholder — the State Development and Investment
Corporation, the Company successfully transformed from a wholly state-owned enterprise
into a Sino-foreign joint venture after introducing six shareholders, i.e. CCB International,

CITIC Capital, CDH Investment, Government of Singapore Investment Corp, Gold Stone
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Investment Limited and SDIC Innovative Investment Management (Beijing) Co., Ltd.. The
successful transformation laid a foundation for improving the Company’s commercial value
and establishing a sustainable human resources development mechanism, indicating that the
Company has entered a brand-new development stage.

1&G has established wide international contacts. It became a member of Pan-America Surety
Association (PASA), one of the world’s top three surety and credit insurance associations, in
1998, and 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
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.

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

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

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

3. Property preservation guarantee, with agencies in 26 provinces and cities of China;

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

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

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

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

8. SMEs financing guarantee.

The Company has established five branches/representatives in East China, Shanghai, Dalian,
Tianjin and Shenyang, to serve the regional economic development. By the end of 2010, the
Company had underwritten 21,000 deals of guarantee, with an aggregate guarantee amount
of RMB 105.7 billion, exceeding RMB 100 billion for the first time. Of which, 1,258 deals of
guarantee were undertaken in 2010, with a total guarantee amount of RMB 18.4 billion. The
Company generated income of RMB 445 million in the year, with a gross profit of RMB 246
million, maintaining a leading position in the industry.

The Company has an outstanding team of staff, of whom about 61% have a master’s or
doctor’s degree granted by domestic and overseas universities and colleges, and about 95% of
total staff members 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 “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.
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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
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,
I&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
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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 I&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, 1&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.

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.

In July 2010, the Company completed equity financing and restructuring, increasing its
registered capital to RMB 3.52 billion from originally RMB 3 billion.

On March 31, 2011, the Company received the financing guarantee institution business
license (Jing A000001) from Beijing Municipal Bureau of Financial Work, with a valid period

of five years.
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Qualifications

April 1996 Councilor of China Hi-Tech Industrial Association
May 1998 Formal member of Pan-American Surety Association
April 1999 Member of International Federation of Consulting Engineers

September 1999 Member of Hi-tech Enterprise Association of Beijing New Technology
Industrial Development Experimental Zone

May 2002 Standing member of China Council for the Promotion of International Trade
and China Chamber of International Commerce

June 2002 Member of China-Europe Association for Technical & Economic Cooperation

October 2003 Class A project consulting qualification granted by National Development and
Reform Commission

March, 2004 Qualified member of National Association of Insurance Commissioner of the
us

December 2005 Member of China Tendering & Bidding Association

December 2006 Member of the Surety and Fidelity Association of America

May 2008 Vice Chairman Unit of Beijing Credit Guarantee Association

April 2009 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
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company and steadily increase the value of shareholders’ equities.

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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Management System

Part1 Company Profile

&G
£

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 2010, the Company made great efforts to strengthen communication and cooperation with
domestic and foreign peers and regulators and continuously enhanced business diversification
in order to establish competitive and sustainable operation network. In the field of direct
financing guarantee, the Company’s partners include trust companies, investment banks, rating
agencies and banks; in the field of indirect financing guarantee, the Company’s partners are
mainly banks. So far the Company has become intimate business partners of these institutions
and established stable partnership with them.

Major cooperation institutions include: (All in random order)
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I. Financial institutions and investment institutions

China Development Bank

China Construction Bank

Industrial and Commercial Bank of China

Bank of China

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

Bank of Tianjin

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.

New China Trust & Investment Co., Ltd.

China Export & Credit Insurance Corporation

PICC Property and Casualty Co., Ltd.

China Southern Fund Management Co.,
Ltd.

GF Fund Management Co., Ltd.

Dacheng Fund Management Co., Ltd.

Yinhua Fund Management Co., Ltd.

China Universal Asset Management Co.,
Ltd.

Lion Fund Management Co., Ltd.

Bank of Communications Schroder Fund
Management Co., Ltd.

Guotai Asset Management Co., Ltd.

CCB Principal Asset Management Co., Ltd.

China Merchants Fund Management Co.,
Ltd.

UBS SDIC Fund 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.
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I1. International institutions

Pan-American Surety Association (PASA)

International Credit Insurance and Surety
Association (ICISA)

Surety and Fidelity Association of America
(SFAA)

World Bank (WB)

Asian Development Bank (ADB)

National Association of Insurance
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)

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

I11. Domestic guarantee institutions

Beijing Capital Guarantee & Investment
Co., Ltd.

Anhui Credit Guarantee Group Co., Ltd.

Shenzhen Hi-Tech Investment & Guaranty
Co., Ltd.

Heilongjiang Xinzheng Investment Surety
Co., Ltd.

Shandong Enterprise Credit Guarantee Co., Ltd.

Xinjiang Investment Credit Guarantee Co., Ltd.

Beijing Zhongguancun Sci-tech Guaranty
Co., Ltd.

Fujian Investment Guarantee Company

Sichuan Economic and Technological
Investment Guarantee Center

Chang’an Guarantee Co., Ltd.

Zhejiang Credit and Guarantee Association

Shenyang SMEs Credit Guarantee Center

Beijing Credit Guarantee Association

Jilin Credit Guarantee and Investment Co., Ltd.

Guizhou Zhongwei SMEs 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

China Aviation Xingang Guaranty Co., Ltd.

Hanhua Guarantee Group Co., Ltd.

Beijing Zhongyuan Guoxin Investment
Guarantee Company

Guangdong Join-Share Guarantee Investment
Co., Ltd.

Zhejiang Uni-Power Guaranty Co., Ltd.

Chongqging Import and Export Credit
Guarantee Co., Ltd.

Guangxi SMEs Credit Guarantee Company

Guangdong Yingteng Guarantee Investment
Co., Ltd.

Guangdong Yinda Guarantee Investment

Group Co., Ltd.

IV. Research institutions

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

Tsinghua University

Part1 Company Profile u@

University of International Business and
Economics

Beijing Jiaotong 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.

SINO-HAWK Credit Rating Co., Ltd.

China United Assets Appraisal Co., Ltd.

China E-Port Data Center

Beijing Government Procurement Center

Heilongjiang Government Procurement Center

Microsoft (China) Co., Ltd.

China InfoBank

Beijing Digital Authentication Center

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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1&G Development Report 2011

Outline of Operation

In 2010, according to its five-year development program and annual operation plan, the
Company enhanced its competence, steadily pushed forward operation, tracked the situation
changes and adjusted business strategy in response to the complicated and volatile external
environment, and maintained a healthy and sound momentum of business development;
operation management and functional management were further strengthened; capital strength
and business ability were improved remarkably; social influence was further amplified and

brand strength was enhanced.

I. Overall operation

() The Company achieved steady growth of economic performance despite

the slow recovery of the world economy and the tight policy adopted by China

Due to the impact of external environment and policy, the Company’s revenue was RMB 445
million, a slight increase over the previous year, while its gross profit decreased to RMB 246

million, a slight decrease over the previous year.

(I) Guarantee business maintained healthy development momentum

In 2010, due to the change of national policy, the newly added business value of

financial product guarantee was RMB 18.4 billion, slightly down from the previous year;



Part Il Business and Development u@

but the newly added contracted value of guarantee stood at RMB 73.6 billion, hitting a
record high and accumulating business reserve for 2011. In 2010, the Company generated
guarantee business income of RMB 286 million, an increase of RMB 73 million or 34%.
As at the end of 2010, the Company’s accumulative guarantee amount reached RMB 105.7
billion, exceeding RMB 100 billion for the first time. The balance of outstanding guarantee
was RMB 33.4 billion.

In terms of business structure, intensive and high-end business, especially financial product
guarantee business, achieved a significant breakthrough, and contributed 60% to the guarantee
business income in the current year. Direct financing guarantee, non-financing guarantee,
investment-linked guarantee business and long and medium-term guarantee business across
economic cycles increased obviously. Such platform products as logistics finance guarantee,
property preservation guarantee, government procurement guarantee and small enterprise loan

guarantee maintained stable and healthy development.

(111 Investment business developed steadily

In 2010, according to the changes in economic situation and market, the Company pursued
a proactive and sound investment strategy in place of high excess reserve and high liquidity
arrangements prepared for the economic crisis, adjusted its capital allocation and improved
the capital use efficiency. In 2010, the Company achieved return on investment of RMB 169

million.

(IV) The Company’s asset quality was healthy and credit capability was en-

hanced continuously

The Company has good asset quality, sound financial structure and adequate liquidity. As
at the end of 2010, the Company’s total assets were RMB 6.26 billion, of which liabilities and
owner’s equities were RMB 1.29 billion and RMB 4.97 billion respectively, with a debt to asset
ratio of 20.5%.

The Company kept strengthening its credit capacity, and has signed strategic partnership
agreements with 12 banks to obtain bank credits of RMB 100.6 billion, including over RMB
50 billion granted in 2010. The Company’s credit rating of “AA+” remained unchanged, while
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rating outlook was changed from “stable” to “positive”.

Il. Major measures

(I) Establish the intensive year for integration and adjust business strategy in

a well-timed manner

In 2010, in the face of the complicated external environment, the Company held many
meetings, studied and drafted the Operation Plan for 2010, and established the intensive
year for integration; according to the changes in macro-economic situations, the Company
drafted and implemented business guidelines and standards in response to the economic
stabilization and recovery; according to the issuance and implementation of macro-control
policy and industrial regulatory measures, the Company organized the thematic study
and discussion on the impact of real estate finance, public financing guarantee, principal-
guaranteed product surety and industrial supervision and regulation on the Company’s
business operation, adjusted its business strategy in a well-timed manner, and thus made
a significant breakthrough in business operation in the face of the complicated external

environment.

(I1) Shift business operation from enhancement of internal strength to en-

hancement of market and product competitiveness

With the stabilization and recovery of the Chinese economy, the Company implemented
the following guidelines in 2010: first, change from the tight policy in response to crisis to the
moderately easy strategy in response to the economic stabilization and recovery, and seize the
development opportunities; second, shift the operation and management from enhancement
of internal strength to enhancement of market capability and product competitiveness; third,
change the brand management from enhancement of brand influence to enhancement of
competitiveness.

In terms of guarantee business, the Company’s financial product guarantee business

developed rapidly and remarkable achievements were made in exploitation of the enterprise
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bond guarantee, principal-guaranteed product surety and trust guarantee markets, despite the
changes in market and policy; new achievements were made in the business concept, mode
design and business coordination of construction project guarantee; the business size and
income of such platform business as steel trade, automobile trade and chemical fertilizer in
the fields of logistics finance increased; the marketing of litigation preservation guarantee was
further strengthened, and the business system and capability improved slightly; the business
size and income of government procurement guarantee showed a trend of rapid growth;
the World Bank project was formally winded up in the first half of 2010, and operational
departments are actively studying the commercial guarantee business in the field of low carbon
and environmental protection.

In terms of treasury operation, the Company actively adjusted its investment structure,
continued to focus on the fixed income investment, and made equity investment prudently,
in an effort to improve the return on portfolio. In terms of investment business, the
Company strengthened the study of investment structure and business mode, established
and improved investment business process and standards, strengthened the coordination of
investment and guarantee, actively exploited market and enhanced the follow-up project
supervision. In terms of asset operation, the Company continued to improve project
classification projects, enhance asset preservation and overdue project disposal in order to

improve asset quality.

(111 Fully strengthen operation and management

The Company strengthened operation and management in an all-around way focusing on
improvement of operational capability, by improving operation and management system and
framework as well as rules and regulations.

In 2010, the Company reinforced operation and management center, initiated the
construction of branches and operation and management institutions, and further improved
operation and management system; attained the objective of fully separating guarantee
underwriting and operation, and achieved the smooth operation of business handover,
project supervision and institution operation; established and improved operation and

management systems and standards; closely tracked the operation status of project clients,

67 |



A4

1&G Development Report 2011

| 68

strengthened project process management, and achieved an uncompensated normal
cancellation ratio of commercial guarantee upon maturity of 100% in 2010; further
strengthened risk inspection and disposal, continuously improved guarantee asset quality

and effectively addressed key risk projects.

(IV) Improve scientific research plan management system and continuously

push forward scientific research innovation

In 2010, the Company adjusted and improved scientific research plan management
system and completed acceptance of 19 scientific research projects. These projects have
strong reference value and practical significance for promoting the business innovation and
management improvement of the Company.

The Company kept pushing forward the study of key subjects. The e-commerce system
and guarantee business system for steel trade have been established, laying a foundation for
further boosting business development. The Company continued to follow up the research and
development of customs duty guarantee, external project contract (EPC) performance guarantee
and actively sought business opportunities. In terms of financial product guarantee, the
Company actively developed such mature products as public financing guarantee and principal-
guaranteed surety, and promoted SMEs collective bond/bill guarantee business; partnered
with related institutions to build financial product cede insurance and reinsurance channels
and achieved certain progress; exploited such hybrid business as investment-linked insurance
and structured financing, connected the channels of direct and indirect financing, and made a

breakthrough in innovation of guarantee investment modes.

(V) Enhance credit capacity and strengthen the construction of comprehen-

sive risk management system

The Company continued to strengthen communication and cooperation with banks,
rating agencies, investment banks, trust companies, fund companies and other guarantee
institutions. Remarkable progress has been made in establishment of virtual marketing
network, intensive integration of channel resources and coordinated innovation of products

and business areas.
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The Company further strengthened the construction of comprehensive risk management
system, especially identification and prevention of systematic risk, compliance risk and
liquidity risk, and obviously enhanced the ability in tackling complicated situations and
risks. In response to the complicated and volatile external environment and policy, the
Company closely tracked situation changes, adjusted business strategy, grasped market
opportunities, controlled operational risk and achieved rapid and healthy development of

business operations.

(VI) Successfully complete equity financing and restructuring

From April 2007 when the Company prepared for equity financing and restructuring to July
2010 it obtained permission, the Company spent more than three years on equity financing and
restructuring. In the equity financing, the Company introduced three overseas investors, i.e. the
Government of Singapore Investment Corp., CDH Fund and CITIC Capital Holdings Limited,
as well as three domestic investors, i.e. CCB International, Gold Stone Investment Limited and
SDIC Innovative Fund. The Company was transformed from a wholly state-owned enterprise
into a Sino-foreign joint venture, with its registered capital increasing to RMB 3.52 billion from
originally RMB 3 billion. The completion of restructuring is expected to help the Company
break capital bottleneck, improve governance structure, broaden business horizon and enhance
competitiveness.

In order to solve the Company’s inadaptation in terms of development concept,
development mode, management ideas, operation and incentive and accountability
mechanism following the restructuring, the Company took more than two months from
October to December 2010 to widely discuss the restructuring, laying a sound ideological
and organizational foundation for the continuous and healthy business development in the

future.

(V1) Actively push forward industrial self-discipline and communication and

obviously enhance social influence and brand strength

The communication between the Company and its international peers was further

promoted. The Company successfully held the 2010 Pan-American Surety Association
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Annual Meeting in Beijing, and took the opportunity to widely seek business cooperation
with international prestigious insurance and guarantee institutions; sent a delegate to
MBIA of the US for a one-month business training; assisted China Banking Regulatory
Commission (CBRC) making guarantee industry investigation in Japan, South Korea,
Brazil and Mexico according to the industrial regulation requirements; continued to
maintain and develop the contact channels with more than 120 peers in over 40 countries
and further promoted communication and cooperation via the international association
qualification. In 2010, the Company received more than 100 visitors of peers in over 30
batches. The Company further strengthened communication and cooperation with domestic
peers and achieved new progress in cooperation with peers on government procurement,
financial product guarantee and cede insurance and reinsurance. Its social influence and
brand strength were enhanced remarkably.

Through maintaining closer contact with government departments and regulatory
authorities, the Company achieved significant progress in improving operating
environment, promoting restructuring and obtaining national tax preferences. Particularly
in terms of industrial regulation and self-discipline, the Company participated in the
drafting of many subjects and systems of CBRC, including the Study on the Construction
of Financing Guarantee System of China and the Construction of Assessment System of
Guarantee Industry, and made active efforts to assist in formulating related systems and

standards of guarantee industry association.

(V1) Continuously strengthen the building of staff team and improve its vital-

ity and cohesion

In order to further accommodate to the Company’s development objective, according to
the dynamic, differentiated and staged principles and the conditions and needs of business
development, the Company completed the adaption adjustment and staffing for organization,
solved the outstanding contradictions and partial issues in its business development, and laid a
foundation for its future development.

Team buildup was enhanced obviously. The Company recruited 65 persons in 2010 to

further strengthen its staff team. The Company started to implement the staff development
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management measures, initiated staff promotion work and its staff career development
entered the track of institutionalization. The Company further strengthened the building
of management team, completed the selection and appointment of a number of middle
management personnel, established and standardized department discussion system. The
Company organized various trainings on cultivation of staff competence according to the
business needs.

The Company continuously strengthened the Party construction, culture cultivation
and spiritual civilization, integrated and enhanced Party and mass work platform, and
completed the re-election of grass-root Party organizations and trade unions. The Company
further implemented the staff moral hazard prevention system, strengthened staff moral
hazard management, organized employees to learn and sign professional ethics standards,
risk warning for key posts and integrity and self-discipline commitment, and regularly
provided staff professional ethics education and risk warning. The Company intensified
staff health management, continuously pushed forward the implementation of staff health
plan, organized colorful cultural and sports activities and enhanced the cohesion and

vitality of staff team.

(IX) Uphold the consciousness of corporate citizenship, actively shoulder so-

cial responsibility and actively repay the society

First, promote 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 (SMEs), 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. By the end of 2010, the Company had underwritten
21,000 deals of guarantee, with total guarantee amount of over RMB 100 billion, which is
expected to increase sales revenue by over RMB 350 billion and business tax of over RMB 17
billion. The Company made active contributions and generated huge social benefits in terms of
creating jobs and supporting local economic development.

The Company supported the energy conservation and emission reduction. The World

Bank/GEF China Energy Conservation Promotion Project (Phase 2) is a large international
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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, which were highly recognized by the World
Bank. The Company actively pushed forward the guarantee innovation in the filed of energy
conservation and environmental protection, and made active efforts to boost the development
of this industry.

Second, participate in financial product and system innovation.

The Company introduced specialized guarantee into bond, fund and inter-bank trading
markets, and gave play to the credit enhancement and risk management functions of
specialized guarantee institutions to effectively reduce the trading cost of each party on the
market, arouse their innovation passion, and promote the healthy and rapid development of
the market. The Company actively participated in the financial product and system innovation,
provided guarantee for such products as bonds, bills and principal-guaranteed funds issued by
enterprises, and encouraged enterprises to shift from indirect financing to direct financing. By
the end of 2010, the Company had provided guarantee for 42 direct financing projects, with
total guarantee amount of RMB 31 billion.

Third, promote industrial development and self-discipline.

As a state-level specialized credit guarantee institution incorporated on a trial basis with the
special approval of the State Council, the Company took it upon itself to promote industrial
development, actively explored and practiced business, strengthened communication and
cooperation with domestic and foreign peers, and established basic standards and related
systems for guarantee business. The Company successfully sponsored the international
symposia of China Guarantee Forum for 2000, 2001, 2004, 2006 and 2008 as well as the 2010
PASA Annual Meeting in Beijing, and formed the China Guarantee Alliance as an initiator

in 2001, with a view to strengthening the self-discipline and business communication and
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cooperation of the guarantee industry. So far the alliance has had 180 members. The Company
made special contributions to push forward the legislation of China’s guarantee industry,
promote the establishment of credit guarantee system, assist in establish guarantee industry
association, strengthen industrial self-discipline, establish credit guarantee system, and apply
of IT to project guarantee system and guarantee business, and won high opinion of related
departments and people of all circles.

Fourth, adhere to operation in good faith according to 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 100 Enterprises in

Haidian in Terms of Central Tax Payment”.

Business Performance

I. Financial highlights

The data below is excerpted from the audited annual financial report of 1&G (Table 2-1,

Fig. 2-1, Fig. 2-2).
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Table 2-1 Major Financial Data and Indicators Unit: RMB 100 million
Major Financial Data and Indicators At the end of 2010 At the end of 2009 At the end of 2008
I. Financial Data (audited)
Total assets 62.6 54.9 48.6
Total liabilities 12.9 13 10
Equity 49.7 41.9 38.6
2010 2009 2008
Total revenue 4.45 4.39 4.48
Total profit 2.46 2.68 2.32
Net profit 151 1.87 1.81
I1. Financial indicators
Current liquidity ratio (times) 15 3.9 3.6
Asset-liability ratio (%) 20.5 26.1 20.7
ROR (%) 55.2 61.1 51.6
ROE (%) 33 47 4.7
(RMB 100 m)
70
60
50
40 — T [ Total assets
30 T ] Owner’s equity
20 T |
10+ |
Fig. 2-1 Total Assets & 0 T T )
Owner’s Equity 2008 2009 2010
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I1. Information on guarantee business

In 2010, the Company’s guarantee amount increased by RMB 18.4 billion, including
commercial guarantee of RMB 15.4 billion used to support 1,144 clients. By the end of 2010,
the Company’s accumulated guarantee amount reached RMB 105.7 billion, with the balance
of guarantee of RMB 33.42 billion, including balance of commercial guarantee of RMB 29.84
billion. In the year, the Company had no compensation for commercial guarantee projects
matured.

The overall risks of the Company’s ongoing guarantee portfolio are low. The balance of low-
risk bond guarantee, principal-guaranteed investment guarantee, and property preservation
guarantee accounted for 81% of total balance of commercial guarantee; most high to low-
risk projects had tangible counter-guarantee measures (mortgage and pledge) and thus could

mitigate and reduce the final risks.

(I) Guarantee performance indicator

By the end of 2010, the Company’s accumulated guarantee amount has reached RMB 105.7
billion, and the Company has provided guarantee services for nearly 17,000 clients, making it
the specialized guarantee institution with the largest business size and most abundant products

and client resources in China (Table 2-2, Fig. 2-3, Fig. 2-4, Fig. 2-5, Fig. 2-6).

Fig. 2-2 Total Revenue
& Profit
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Table 2-2 Guarantee Business Data and Indicators Unit: RMB 100 million
Guarantee performance indicator As at the end of 2010 As at the end of 2009 As at the end of 2008
Accumulated guarantee 1057 873 632
Guarantee outstanding 334.2 301.5 201.3
Loss reserves 24 55 52
Clients’ deposit 7.4 6.1 4.4
Guarantee performance indicator 2010 2009 2008
Guarantee amount per year 184 241.0 163.4
Project amount per year 2094 1815 1719
Client amount per year 1144 1185 979
Annual guarantee income 2.86 2.13 2.06

Commercial guarantee 0.4%
Accumulated payout ratio 2008 — 2010
Entrusted guarantee 0.9%
Accumulated collection ratio 2008 — Commercial guarantee 81.6%
A Entrusted guarantee 70%

Fig. 2-3 Accumulated
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(1) 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 2010 (Table 2-3).
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Table 2-3 Performance Indicators of I1&G in 2010 — Measured by Referring to International Standard
Internationally recognized performance As at the end Notes
indicators for guarantee institutions of 2010/ Year
Net leverage ratio 5.7 times
. . At the end of 2010, the overall weighted average capital
Capital adequacy ratio 16.5% . L, .
adequacy ratio of China’s commercial banks was 12.2%.
o The Company has adequate cash assets and its assets have a
High liquidity assets to total assets 42.5% o
good liquidity.
. . The Company has a high loss reserve ratio and a strong
Loss reserve ratio 6.6 times
expected loss solvency.
Annual loss ratio 0%
Annual expense ratio
43.4%

(including technical reserves)

Annual combined ratio
(including technical reserves)

i.e. commercial guarantee (annual loss ratio + annual expense
43.4% ratio).
The indicator is relatively good in the international market.
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As at the end of 2010, the Company’s capital adequacy ratio could not meet the CBRC
requirement that “the capital adequacy ratio of systematically important banks generally should
not be lower than 11.5%”; the Company’s a high proportion of assets with high liquidity and
liquidity arrangements are sufficient; loss reserve is adequate, and expected loss solvency is
strong. The Net Leverage Ratio at the end of 2008 was 5.7 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 43.4% in 2010, indicating

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

(1) Guarantee clients

In 2010, the Company provided guarantee services for nearly 1,150 clients. With the

continuous deepening of commercial operation, the Company’s consciousness of market
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exploitation and marketing services was further enhanced, and the ability in accumulating long-
term clients and cultivating quality clients further improved. In parallel with the development of
financial product guarantee business, the Company has established partnership with some clients
with strong capital strength and credit capacity; most SME clients focused on platform business.
With the continuous expansion of client number, the Company continued to study the credit
rating and credit management modes for different clients, so as to control the risk exposure and
management costs of single clients. The Company also improved business efficiency by taking
the operation mode of undertaking guarantee responsibility under the comprehensive credits of

clients (Fig.2-7, Fig. 2-8).

... Above RMB 1 billion,
RMB 400 million— 5.33% Fig. 2-7 Total Assets

RMB 1 billion,
6.97% of Guarantee
Clients of the
Company in
RMB 100 milli 2010—as per
million— i1q.
RMB 400 million, Below RI\i? 1000 mllllon, Nunber of
38.93% T7% Clients

Below RMB 50 million,

Above RMB 500 million, 17.50%

28.33% Fig. 2-8 Sales Revenue

RMB 50 million— of Guarantee
RMB 150 million, Clients of the
12.92% Company in

2010—as per
RMB 150 million—

RMB 500 million Nunber of
41.25% Clients

I11. Information on guarantee risk assets at the year end

As at the end of 2010, the Company’s guarantee balance (consolidated) was RMB 33.42

billion, an increase of 11% over the end of 2009. The Company’s commercial guarantee
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Fig. 2-9 Structure of
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Guarantee
Business of
the Company
at the end of
2010—as per
Guarantees
Amount

primarily involves financial products, real estate construction, trade financing, government
procurement, judicial proceedings and entrusted service, and gradually formed more than
10 business categories and dozens of guarantee products. Clients’ industries were mainly
concentrated on finance and public utilities, project locations were scattered, and the regional
comprehensive environment was favorable for business development. The Company’s

guarantee business portfolio had a low comprehensive risk (Fig. 2-9).

Financial products

Construction in

progress,
10.80%
Trade and
Others, circulation,
0.17% 10.62%
Justice, Entrusted agency
Government procurement,  7.74% 10.72%
0.32%

Business Overview

I. Guarantee Business

1. Financial product guarantee

Financial product guarantee means the guarantee institution provides credit guarantee or
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enhancement services for the purchasers or investors of the financial products issued, sold
or traded by the guarantee applicant for capital raising, and bears corresponding guarantee
liability under the letter of guarantee/guarantee contract in case the applicant fails to
perform relevant obligations on financial products. It mainly includes principal-guaranteed
investment guarantee, public financing guarantee, real estate financial guarantee and other
financial guarantee.

2. Logistics finance guarantee

Logistics finance guarantee means the guarantee institution provides credit guarantee for
the loan or financing clients of the guarantee applicant when the applicant provides credit
facilities, and bears the corresponding guarantee liability under the letter of guarantee/
guarantee contract in case the applicant fails to perform credit repayment obligations
according to the relevant contract. It mainly includes steel trade guarantee, automobile
trade guarantee, fertilizer distribution financing guarantee and comprehensive credit
guarantee business.

3. Construction project guarantee

Construction project guarantee means the guarantee institution provides credit guarantee
for the beneficiary of related agreements performed by the guarantee applicant, and bears the
corresponding guarantee liability under the letter of guarantee/guarantee contract in case the
applicant fails to perform related obligations or meet the predetermined standards according
to the relevant contract. It is divided into commercial property/industrial estate payment
performance guarantee, bid guarantee, performance guarantee, prepayment guarantee, warranty
period guarantee and owner payment guarantee.

4. Guarantee for government procurement

Government procurement guarantee means the guarantee institution provides credit
guarantee for the financing clients or performance beneficiaries of the guarantee
applicant when the applicant provides credit facilities or performs related agreements
under the government procurement order, and bears the corresponding guarantee liability

under the letter of guarantee/guarantee contract in case the applicant fails to repay funds
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or perform related obligations according to the relevant contract. It is mainly includes
government procurement financing guarantee and government procurement performance
guarantee.

5. Judicial guarantee

Judicial guarantee means the guarantee institution provides credit guarantee for the
guarantee applicant when it applies for property preservation, and bears the guarantee
liability for losses caused by wrong application for property preservation to the other
party to the property preservation or the other parties. Judicial guarantee mainly includes
the property preservation guarantee. According to the nature of property preservation and
different subjects, it is primarily divided into attachment bond guarantee and release of
attachment bond guarantee.

6. Entrusted guarantee

Entrusted guarantee means the guarantee institution performs the guarantee responsibility
on behalf of the entrusting party based on its entrustment, and bears the guarantee liability
on behalf of the entrusting party according to the letter of guarantee/guarantee contract in
case the guarantee applicant fails to perform related obligations under relevant contract. 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. Entrusted guarantee mainly includes Shanghai small
enterprise loan guarantee according to different entrusted institutions, special guarantee funds
and reinsurance contracts.

7. Others

Apart from the six categories above, the Company also engages in other guarantee services,
primarily including project financing guarantee, working capital loan guarantee and energy

conservation and emission reduction loan guarantee (Table 2-4).
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1&G Major Guarantee Products

Financial guarantee

Principal-guaranteed investment
guarantee

Fund guarantee
Designated acco unt wealth management product guarantee
Enterprise annuity guarantee

Public financing guarantee and
others

Bond guarantee

Trust plan guarantee

SME collective bond/bill guarantee

Bank wealth management product guarantee

Financing guarantee

Trade financing guarantee

Steel trade facility

Automobile trade facility

Financing guarantee for government procurement
Chemical fertilizer distribution financing guarantee

Financing guarantee

Other financing guarantees

Banker’s acceptance bill guarantee

Guarantee for L/C opening and bill purchased under L/C
Working capital loan guarantee

Project financing guarantee

Energy conservation and emission reduction loan guarantee

Performance guarantee

Project guarantee

Bid guarantee

Prepayment guarantee

Performance guarantee

Warranty period guarantee

Owner payment guarantee

Guarantee for deferred payment
Guarantee for government procurement

Judicial guarantee

International agency guarantee
and others

Property preservation guarantee
Execution guarantee
Maritime guarantee

International front and back office guarantee
Customs guarantee
Franchise rights guarantee

Entrusted guarantee

SMEs loan guarantee in Shanghai
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1. 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 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.

I11. Other business

I&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
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.
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Credit Capacity

In 2010, the Company continued to advance the construction of credit capacity system built
upon core capital and bank credits and restrained by the open market rating, with a view to
enhancing overall credit capacity.

As at the end of 2010, the Company had total credit limits of RMB 100.6 billion granted by
12 banks. Among them, China Development Bank, Bank of Shanghai, Bank of Beijing, Bank
of Communications and Bank of Tianjin granted comprehensive credits of RMB 30 billion,
RMB 30 billion for a time frame of three years, RMB 15 billion, RMB 10 billion and RMB 5
billion respectively, and China Everbright Bank, Shanghai Pudong Development Bank, China
Merchants Bank and Industrial Bank granted product or regional credits of RMB 10.6 billion
in total. Moreover, the Company is signing strategic partnership agreements with China CITIC
Bank and China Construction Bank.

In 2010, China Chengxin International Credit Rating Co., Ltd., China Lianhe Credit Rating Co.,
Ltd. and Dagong International Credit Rating Company issued a long-term credit rating of “AA+” to
the Company, and changed its rating outlook from “stable” to “positive”. 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.

As at the end of 2010, the Company’s net assets reached RMB 4,969 million, and
accumulated loss reserves stood at RMB 244 million. Based on the Company’s capital strength
and the external credit supports, the Company’s overall credit capacity is about RMB 150

billion.
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Risk Management

In 2010, with the promotion and completion of the equity financing and restructuring, the
Company further cleared up its ideas on the future construction of risk control system. It is
required to fully improve its risk management capability, deal with the relations between risk
exposure and business efficiency, individual case risk and systematic risk, maturity matching
and liquidity risk, as well as project control and process control, and keep a close eye on the
systematic, liquidity and compliance risks.

On March 8, 2010, the Interim Measures for the Administration of Financing Guarantee
Institutions were promulgated, indicating that China’s guarantee industry has entered the era
of supervision and regulation. The Company understood the latest regulatory development,
studied the regulatory measures, tracked the changes in the country’s macro-control policy and
credit policy, and adjusted its business strategies in a well-timed manner. The Company met the
external industrial regulation and internal risk management needs by formulating and fulfilling
guarantee business guidelines, combining management guidelines and applying business
compliance requirements and risk limit requirements to project operation.

According to business development trend, the Company adjusted and refined the operation
and decision approval procedures for various guarantee products and fully implemented
and achieved the smooth operation of the guarantee business process of 2010 edition, for
the purpose of balancing the relationship between risks and efficiency. The Company also
adjusted the adaption of the functions of business decision supporting institutions such as Risk

Management Committee, Technical Committee and Legal Committee, reinforced the functions
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of business demonstration, assessment and examination, and provided huge support for
approval decision-making.

The Company continuously accumulated the risk characteristics of various products, risk
assessment factors and methods, risk response measures, and practical experience in project
plans and legal framework design, project operation and material risk disposal, refined and
enhanced business technique, and summarized business standards and guidelines, to better
guide business development and enhance the Company’s business operation capability and
level.

The Company further demonstrated and improved its capital management system and
measurement model, actively pushed forward risk reserve appropriation, economic capital
allocation and risk pricing, and studied and deliberated on the application of such technical
instruments as stress testing, scenario analysis and historical simulation to the analysis of
guarantee/investment business risks.

The Company also established risk management scientific research subjects. While
summarizing the existing successful experience in risk management and studying and drawing
on the advanced financial risk management concept and technique, the Company made an
in-depth study of risk management organization framework, business process optimization,
systematic risk and compliance management, implemented differentiated risk management
strategy, and put forward scientific, applicable and efficient implementation plan for the

construction of its comprehensive risk management system.
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International Communication and
Cooperation

l. International communication

In May 2010, the Company successfully hosted the 2010 PASA Annual Meeting
in Beijing, the first time for the meeting to be held outside America and in Asia. The
meeting was successful and won high opinion of PASA, domestic and overseas peers
and attendees. The meeting enhanced the international influence of the Company and
even China’s guarantee industry and played an active role in promoting the regulated and
healthy development of the industry. Taking the opportunity of the annual meeting, the
Company actively talked with international renowned insurance and guarantee institutions
on business cooperation, maintained and developed contact channels with more than 120
guarantee institutions in over 40 countries, and further broadened the communication and
cooperation.

From the second half of 2010 to May 2011, the Company’s major significant events were as
follows:

In May 2010, the Company received Mr. Johnny Symonds and Mr. Willie Valentin of

Lombard Insurance Group of South Africa. Both parties deeply exchanged views on the
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cooperation of front and back office guarantee and preliminarily reached the consensus on the
cooperation method, business underwriting standards and loss ratio.

In June 2010, the Company received Ms. Marina Vettese, head of Hong Kong Representative
Office of Italy-based ISTITUTO PERI SERVIZI ASSICURATIVI DEL COMMERCIO
ESTERO (SACE). Both parties talked about cooperation of front and back office guarantee
business, discussed such issues as cooperation method, cooperative business type and
cooperation scope, and preliminarily reached the consensus.

In September 2010, the Company received Mr. Uwe Haug, Mr. Christian Wehry and Mr.
Wang Yan, heads of credit, surety and political risks insurance departments of Germany-based
HannoverRe. Both parties deeply exchanged views on the cooperation of engineering surety
and insurance business and deliberated on the cooperation method, business underwriting
standards and loss ratio.

In September 2010, the Company received Mr. Theodore A. (Ted) Jenkel, Senior Vice
President of Asia-Pacific Risk Management Department of BankofAmerica MerrillLynch, and
Ms. Chen Caiyan, Senior Vice President of Financial Institution Department of BankofAmerica
MerrillLynch. Both parties deeply exchanged views on the quasi-municipal bond guarantee
and real estate guarantee business, and deliberated on the cooperation method, business
underwriting standards and risks.

In January 2011, the Company received Mr. Vincent DI BETTA, international technical
cooperation head of the International Department of France-based OSEO and Ms. Zhang
Chihua, Commercial Attache of Commercial Division of French Embassy in China, and
both parties exchanged views on the guarantee operation mode and the operation of risk
management system.

In March 2011, the Company received Mr. Jan Mueller, Managing Director of HannoverRe.
Mr. Jan Mueller introduced the credit and surety reinsurance business and overall business
of HannoverRe and the current situations of global reinsurance market, and reiterated his
recognition of Chinese market and will to cooperate with the Company.

In March 2011, the Company received Mr. David Edwards, Head of Credit, Bond and
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Political Risk Departments of US-based GUY CARPENTER, and Mr. Liu Jun, from Beijing
Representative of GUY CARPENTER, and both parties deeply exchanged views on the
business cooperation.

In May 2011, the Company received an EMBA/MBA delegation sent by Business
Institute of Bond University, which is located in Gold Coast, Queensland, Australia, to
China. The delegation was composed of 26 members, including global supply chain service
supervisor for Asia-Pacific and Japan of HP, senior officers of Queensland government, and
operators of private enterprises. Mr. Ma Zhanchun, President of the Company, introduced
China’s guarantee industry and the Company’s development history and answered the
delegation’s questions about the Company’s operation and management as well as China’s

economic policy.

I1. Visit abroad and training

1. Investigate the credit guarantee industry of Japan and South Korea together with
CBRC and other institutions

In order to give play to the advantages of the major international communication channel
for guarantee industry, and meet the industrial regulation needs, the Company assisted in
organizing an investigation delegation, headed by CBRC with members from the National
Development and Reform Commission, the Ministry of Commerce, the People’s Bank of
China and the State Administration for Industry and Commerce, to South Korea and Japan for
a 10-day investigation of local credit surety industry. The delegation deeply understood the
development situation, operation mode and regulatory system of the credit guarantee industry
of the two countries, and drew on the successful experience and lessons of credit guarantee
institutions of the two countries, providing important reference for establishing a guarantee

system with Chinese characteristics.
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2. Sent a delegation to the US for business training

In October 2010, the Company sent a delegation to participate in one-month business training
in MBIA of the US, to fully understand the U.S financial guarantee capital management,
business development and operation, market supervision and legal environment, and nail down
1&G’s development stage and route.

3. Participate in the 23rd PASA Annual Meeting

During May 6-14, 2011, a four-member delegation of the Company headed by Mr. Liu Xinlai
participated in the 23" PASA Annual Meeting. The meeting was held in Lima, the capital of
Peru, and attended by 312 delegates from nearly 100 institutions in 26 countries. 42 institutions
from many countries such as Argentina, Brazil, Ecuador, Colombia, Mexico, Switzerland,
Spain, Italy and Peru were invited to attend the meeting as observers, fully embodying the
internationalism and openness of PASA.

The meeting also invited international experts to introduce the international political
and economic pattern, economic development of Peru in recent years, and surety and
credit insurance business in Latin America and Peru, technically studied and discussed the
surety market regulation policy and risk exposure calculation, and deliberated on the future
development trend and strategy of surety and credit insurance and the cyclical management
of credit insurance with an eye on the course of development. The meeting held annual
sub-conferences of three committees including surety, credit insurance as well as training
and education committees as usual, and the chairperson of each committee presented a
report.

During the meeting, Chairman Liu Xinlai presented a report on the holding of 2010 PASA
Annual Meeting in Beijing to the executive committee of the meeting. Members of the
committee said that the 2010 PASA Annual Meeting in Beijing was successful, and expressed
sincere gratitude to Chairman Liu Xinlai and 1&G. The delegation also widely exchanged

views with delegates on the cooperation of front and back office business.
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1 ik T FAIEL F (Travelers Bond ) 8.678 16.7
2 A i H B AR S A (Liberty Mutual Insurance Group ) 7.512 14.5
3 HEA RIS SR (Zurich INS GRP) 5.123 9.9
4 CNA {#&4E41 ( CNA Insurance Group ) 4.065 7.8
5 FARE A ( Chubb & Son INC) 2.569 5.0
6 WA K AN SN 4E ] (Hartford Fire & Casualty Group ) 1.772 34
7 HCC f#uFSEF] ( HCC Surety Group ) 1.761 3.4
8 [E bR SR K22 7] (International Fidelity Insurance Co ) 1.433 2.8
9 ACEf[R&M (ACE LTD GRP) 1.095 21
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*4-2 XEERBRTIHRBUNRIERK i {030, %
GR0y IR PREIE IR LRETHR
2001 19.13150 334 258
2002 25.96750 357 29.2
2003 35.06363 35.0 248
2004 31.18566 -111 39.7
2005 30.06829 -3.6 34.1
2006 30.75577 23 38.8
2007 30.38967 -1.2 155.8
2008 31.71561 44 4225
2009 17.93428 -43.5 101.2
2010 13.71908 -235 2273
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1 Assured Guaranty Ltd. 63 686.0 44.0
2 MBIA Inc. 35 236.3 244
3 Ambac Financial Group Inc. 24.300.2 16.8
4 Financial Guaranty Insurance Co. 7 156.7 4.9
5 Syncora Holdings Ltd. 6 960.0 4.8
6 Radian Group Inc. 4935.0 34
7 CIFG Assurance North America Inc. 20249 14
8 Stonebridge Casualty Insurance Co. 300.0 0.2
9 ACA Financial Guaranty Corp. 48.7 <0.1
10 Century Insurance Co. (Guam) Ltd. 3.2 <01
EMEETR, EeaEEEFHEY
= BREERARBTY B, W T AESR, BIET TR %
Wk, ERRBTHELSMEHS. v
SRS S T F R BRI T 20104F, SE[EIMF PRI PR S IA
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1 QBE Insurance Group Ltd. 3.41770 16.0
2 Assurant Inc. 3.11421 14.6
3 Allianz SE 2.12572 10.0
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4 American International Group 2.01231 9.4
5 American National Insurance 1.52060 7.1
6 Old Republic International Corp. 1.20003 5.6
7 State National Companies Inc. 0.86821 4.1
8 Arch Capital Group Ltd. 0.72329 34
9 Coface North America Insurance Co. 0.71254 33
10 Allstate Corp. 0.62363 29

# ¥ &R : SNL Financial LC, RARIEL BB RIEL S,

MR AE AR B T 3 AR L R ),
R R PRI, AR UE AT PR IE SRR A
“SEHRE”, HAE R R S
55% DA b, FEHEPER, EHNHS TR
VIR 55 A4S 2 HE 1 DR R (4 45 T AR
e R YL BRSBTS % FE A K
i K3, 2009 4F 75 =] 45 F B Y i 29 I8
9326872, % [4F | J111.6%, 20104F

B UHONA P AR, #4974 33100 4K,

20104F, fBIE M 6E M BB AR B ICA
2959 1542k TT, 22009 4F ) 14 AL I T4
KT 5%, ARG T 20%, ZY9{ZKiTT,
il A5 42 4F B 45 2k B R P AR 21 58% (2009
FNT6.7%), LR HRFERT] 72% (2009
4 490.8%) , Hd R WIME I T 37 1R AE
WRMEE SR (W% 4-5), v

*4-5 RER AR R BN RIEK AL LT, %, K
SRy HHERTIIA LRATHR AWK
2006 13.72 60.5 34137
2007 13.81 72.0 29 160
2008 13.87 77.9 29291
2009 14.00 90.8 32 687
2010 15.00 72.0 33100

O  HIERR: (REREFE2010 . BRARE), SRIELS BRAREL S8,
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F PRAUEFH OR PR 97 A o5 937 S 3 X 1 23%,
BrifriZ, HUURRIE, eI
FIBTALEE, ©

ARk, BT SRR R PR
WK, Hemalitin, MESR TR,
2009 4 {3y 3%, 2010 4F i 4 3% 3E 3%
B, fHER A AR IR, 2010 4 &4 LR AE
TR 1772425578, B 2009 4- 1Y
16.64 12 £ T K 17 6.45%, 3 BT 46 [m]
T+ (WA 4-5),

(fZ78)2005-2006 20062007  2007~2008  2008~2009  2009~2010% (%)
20 ‘ : ‘ : ‘ : ‘ : ‘ 30
18 1 24 25 25 ; ] 2
16 1 ; | 17.72145T
16.64734 1
1l 19020 1 - 1
ig il 12.98695 | ! 5
i , 1
e 1 10.40185 | [

El4-5 T EMRIERE 2 1 8.39109 i é 110
R RBUNE 1 ; L.
BioRS 2T

E: A AAEE 2005 2006 2007 2008 2009  2010*

20104 % w9 & FE KB A

g RIERGRIIA.  —o— (I

i HE X HH AR PR B A KR A By
PREL SRR, WARH, &Eile
HI FRAEFGRAT L A K — B & TR AT
B KR, HEEREILA KR 2009

R, HEEEZTRIE IR, 20104F
BREAT L B A3 K 18%, L& Bz fEHLAT
AR, AR IESH AR A 2 6%,
HAETRRARH G T2l (LK 4-6),

Q)  #¥B KRR . Statistics of the Surety & Credit Insurance Market of Latin America, Figures updated as of December 2010, Juan

Fernando Serrano,
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1071 BN SR
51 fe 2kl SS1E
*FEE
2005~2006  2006~2007  2007~2008  2008~2009  2009~2010% E R AAE R

20104 % v9 & 69 KB
AN

PRAETHAR PRSI R PRI A S AR TG R

AL S5 IR BRI, T RIEERL RS E A A 29%, AR 1 K 2=
AR AT R MR R E, SmaErlaik  30% K 1 PATR, [R5 2k SR M 2009 4
)2 GeE KU s B AR B s ok, 20104F 19 19% EFH5 2010 4E 19 22% (LA 4-7).,

(fzzt) (%)
fg T 30 30 30 3T % 35
2 o o " . + 30
T 2 - o » L as E4-7 #TEMRIEE
SR e . = B OB Bl | R RBBNR
el s e
§1 16.64734  16.77028  16.73528  17.01563  17.72149 | EEATAR OIS
6 T 'iﬁ\i'f%ii.‘u’—xo
+s
4 —+
51 {o

2009.12  2010.03*  2010.07%  2010.09%  2010.12*
FHEHR R —e— ZEHWRALER  —e— HIKEE

20104F, #r T RUMMKARIEHELR L Prife (L& 4-8),
5 456 LR 65%, B2 2009 4F 1 62% A
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MRV R R RE DT, BIMIE R SR
ANV R R EORE R HE H AR ST
KR, ¥

20084710 A Jik, A WX i 45 4 BRI
ERfEhl, AARBIFHG T — R L5
Jiti, EAEESE SRR, PR SR
/Nl Bl B T E A, 20094F, H A
LUFRREARTE, AL 1A AR
T, BB ARG RM,

D PEFENT . (BB A B SHERIRE, 20105 ),
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I & 2 T & 8 £& 2 7 2009 W 4F 3t
A CAE LR T H 11875 4>, B2 2008 £ H% il
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BT HEH AR I H 59.8 74, B4 #19.93
JACH TC. HARAEH 2002 4F DASK 15 5]
B ", 435.85774Z H Ju, #2008 4F 3
K5.7%, K, HEZEH0AF10.7754,
REEWLI4TICH TT, 200844 K

EMES BR G m

10.3%, o B AR E IR 85, KA
S HBURPEE AR, RBUEHT B
PR R AR T VP4l . R R AR, R
B S BHEH SEREOR, BB ORI R
W Ee S (W46, F4-7), ¥

*4-6 AAERRIERESERL S5 HE Hifi: &, JTHIC, %
PR AR

Jn\j‘ﬁz 2, Sy 2, kS

2R S| FHEK | CPEREE | REMEH | HERE | FHEK | CFERRE
2006 | 1175809 | 136591 5.2 1162 3458 486 292 661 16 846
2007 | 1094269 | 130273 -4.6 1191 3443053 293 682 03 853
2008 | 1330882 | 195811 50.3 1471 3432308 339192 155 988
2009 | 1179065 | 166252 | -14.1 1410 3389 640 358 507 57 1058

F4-7 BABFRRIESSARKES TR

sfir A
HIRACAS
w4 ,
L S
2006 78 708 6 852
2007 85 906 7943
2008 104 717 10 358
2009 107 450 11 420

N FhEEHE R

S SRR REMSEE, FERR T
LA /N P SR BT PRAUE A %0, DABS

@D FHRR: BAERARIERESL 2010 F5R,

HEEREFFENER, AEA N
fib, VABUREHI S, AFBURNIG . &
FLATE TR B B B AR RO E R a0k
IR BORYECRIENUAAS R . BT /vl
o L PRUE L 55 A e AR . AR RR AR AL, 15
FHPRUEAILA SUHCEE B 5 78X ASE B R
BRANN RSk g, I, whIEMFH/N
bl A5 AR UE MY 55 B MLAG 329 S BOR AL
H, o nlefE R4 (KODIT), #
ARERUER S (KOTEC) HIfF M AR &
HkE (KOREG),

SRR AMEAT A PRUEDLA Y e R TOR
RO 2015, HLAER4AE BUR A & Rl bLI
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FIHY IE H a2 A AR IR T IR ST R AT . B
JRF RN B 4152 24 4F BUR 5 T PR UE L %
MFRERE, FEMIITE, ZESHIE
JEHEK . BT R R SN SARATIE
IR 45 3 22 A5 F BRAUEATLAL B4 38 YA 447
TR, ¢

1. S RARIELR S

{7 PR IE S 4 Y 2l 55 B4 /e
AV PRUEME 55 | BRI PR UL 55 A
Lefg ARB 55, B30l 55 3 Bl A% 5
B PR SL A B AR 2 S04 . HAR AR 55
FFIRAG L AN 4-8 iR,

*4-8 FRARIESERARILLSERL
B FfcwT, £

- i 2008 2009
PR 29.016 38.964
RIS 30.387 39.249
I ONER e 8.5 7.8

TEAF AR IR 55 B 28 R 07 T, {5 AR
RT3 MR 5 P 45 IR DLAE 0.5%~2.5%
DR 1) s R HE . A RS P O T, (5

D PEFENT . (BB A B SHERIRE, 20105 ),
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ST U BN FEARFIR 2L,

2. FARLRIER S

B AR ARAE B 4 %5 A AR GE L 55 BE AT
Ty, ER R R AN Al R By
Bk BARBIH B ARIE, B4
W ARE, Al 55 B B A AR IE . R BE
RAUE, BARWPAMAERIES LS. BTHE
FRUEME 55 41, B AR R UE A 4 T 1997 4F
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*4-9 HARFIEESERAFRIELSER WA, TG, f5
Ay
2006 2007 2008 2009
SR
PAEAH 11.150 11.245 12.593 17.145
BEAL: 1.153 1.446 1.73 2.695
TORAEEL 9.7 7.8 7.3 6.4

TE R T, BORCRIER G4 P
fE L3R A R 1 7 OA B B PR R Y
BTAE, REUH— R R, 4n
TE KRBT, 7 S8 e I XU A8k, 3 5
AT AR @ AR5 %, &
BT KU,

3. ERARBRALKY

ERERESBEILE 16 KHIX(F
MARIEE &2 R, 16 FZHLIXAE AR
TEE 45 51N $695 A, 82443 S HLH,
16 72 Hh IX {5 I AR IF L 4 i 1 96 71
(Local Governments) %57, 16 FHLX (=

I PRUERE 7R B UG [T FHEE R /e
A RNl % 2 R W oIl B R B PR U
%, LASRUAE AR UL S MR PRUEEE 4
ANBETE B AL R IR (AR
<R TR U2 A 16 5l XA ARIE A 4 Y
PRUEMY 55 3 £t HL 6] 2 50%~80% fY F4H LR
HE BT 7T, A5 AR PR A R R E
TR FRAR, HLE BN B R PR
JEAILETT, FIRTELT, BAEPHEA
FHARBUL R SZTT. 16 80 A5 H £&
UEE A5 PR UEL 55 e A5 i $E PRk 06k B
{5 AR LR L5 I RS DL an 35 4-10 i .

#4-10 EREFRESBBFRIFLESFERRFRLZER WA, TCETG, %, 5
i 2007 2008 2009 2010 (9
i ) (971)
FEE 2.8 3.9 8.4 5.6
PRAEA 50 46 5.9 11.2 13.2
YR 2.4 2.4 2.4 3.2
N A 31 37 55 5.9
AR 1.3 2.0 43 —
THHH AR 2.2 3.1 5.9 6.7
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