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In 2023, the Bank fully implemented the guiding principles set forth by the 20th CPC National Congress, carried out in-depth
education on the theme of Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era, fully achieved the risk
prevention and control targets set by the bank-wide work meeting at the beginning of the year, and continued to complete
rectification tasks proposed by the CPC Central Committee’s inspection and the Bank’s Party Committee’s special inspection.
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Based on comprehensive risk management, it focused on key risk projects and risk prevention and control of overseas business
to boost the high-quality development of the Bank.

The Bank consolidated the foundation for comprehensive risk management. Risk appetite indicators were refined, and timely and
effective measures were taken to control risks in cases where thresholds are exceeded to ensure the guiding and leading role of
risk appetite in risk management. The Bank optimized its implementation plan for comprehensive risk management evaluation in
accordance with regulatory requirements, further strengthening the application of evaluation results. The Bank worked to establish
a mechanism for qualification review, made clear the professional qualifications required and provided specialized training, so
as to enhance the effectiveness of vertical management on the risk line.

The Bank continued to improve the quality and efficiency of credit, market and operational risks management. It optimized the
system of credit lines granted to customers, and strengthened management of credit lines in the head office in a collective way.
The Bank formulated differentiated credit line approval rules and authorization regulations for credit businesses to improve credit
risk management. The Bank pushed forward with risk monitoring of capital market operations, analyzed trends in interest rates
and exchange rates, conducted multi-level stress tests, and optimized valuation models to enhance adaptability in market risk
management. With the help of risk management tools such as operational risk and control self-assessment, monitoring of key
operational risk indicators, data collection of operational risk events and losses, and operational risk stress testing, the Bank
managed the entire process of operational risk identification, assessment, measurement, monitoring, control, mitigation and
reporting to improve the quality and efficiency of operational risk management.

The Bank reinforced risk management for various risk categories such as money laundering risk, liquidity risk and country-specific
risk. It improved its anti-money laundering (AML) structure and working mechanism, carried out special actions on AML, and
fulfilled AML obligations with stronger supervision and inspection. Adhering to the principle of match management of assets and
liabilities, the Bank followed market liquidity conditions, monitored liquidity gap and asset-liability match, made an overall balance
between the sources and use of funds, and constantly monitored liquidity risk by using various instruments, so as to ensure
reasonable and appropriate reserve for safe and sound liquidity. In the light of the international political and economic situation,
the Bank implemented multi-tiered country-specific risk management, improved the timeliness of country-specific risk monitoring,
carried out stress tests on key country portfolios with full reference to international rules, and stepped up research on debt risks.

The Bank steadily promoted risk classification management. The Bank formulated and implemented a work plan according to
new regulations and its own business, refined its risk classification management in accordance with credit assets, bond assets,
interbank assets and receivables, and improved its risk classification and governance structure. It also formulated or revised
the risk classification regulation, improved the three-tiered risk classification process of tagging, identification and approval,
made clear the principles and standards of risk classification, conducted quarterly risk classification re-check of financial assets,
formulated a transition plan, revamped the information system, and carried out reclassification of the existing business in an
orderly manner according to new regulations.

The Bank maintained a steady improvement in asset quality. The Bank has always regarded forestalling and mitigating financial
risks as the foremost priority of its work. In the face of increasing risks and challenges brought by the changing situations at
home and abroad, the Bank made unremitting efforts to control incremental risks, mitigate existing risks, prevent potential risks
and improve asset quality, thus achieving significant results in risk prevention and mitigation. At year-end, the Bank’s NPL ratio
stood at a historically low level. The Bank adopted a forward-looking approach to risk prevention and control with the principle
of “early identification, early discovery, early exposure and early disposal”. Having had a clear picture of the overall risk base,
it analyzed and sorted out common problems in credit disbursement and potential risks facing its business. The Bank analyzed
the difficulties and bottlenecks in the disposal of key risk projects, and did reviews on projects that have already been disposed
of. Adhering to the principle of “unified leadership, integration of supervision and risk defusing, and coordination between
headquarters and branches”, it optimized the risk supervision mechanism, and continued to intensify its supervision on regions
and projects with higher risks through the work of the risk defusing supervision group and its special team.
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Internal Control and Compliance
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In 2023, the Bank continued to optimize its internal control system, strengthened institutional building, reinforced on-site
inspections, valued the application of internal control evaluation results, and fulfilled the responsibilities of connected
transaction management, thus improving internal control and compliance management.
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The Bank took multiple measures to strengthen internal control management. It continued to optimize its internal control
system, improved internal control measures, enhanced the quality and effectiveness of internal control evaluation,
and comprehensively promoted management and governance through evaluation. The Bank improved the long-
term mechanism of forestalling and controlling the risk of financial crime, conducted meticulous investigations, and
strengthened guidance, inspection, and supervision of internal control to improve overall capability of forestalling and
controlling financial crime risks. It established and revised its regulations in response to the changing circumstances
to ensure that all regulations are effective, user-friendly, concise, and aligned with the requirements of modern
business operation and management. The Bank set up a “regulation tree” for its loan business to remove bottlenecks
in coordinating external and internal regulations with system process, thus promoting regulatory compliance and
effectiveness while strengthening hard constraints. It gave full play to the role of the second line of defense against
compliance risks by coordinating on-site inspections in major business lines covering all domestic branches and
reporting on repeated issues.

The Bank used multiple strategies to improve connected transaction management. The Bank improved the management
mechanism for connected transactions by dynamically updating the list of related parties, consistently strengthening
the management of connected transactions, strictly fulfilling information disclosure obligations, enhancing supervision
and assessment as well as data governance, and accelerating system optimization. In so doing, risks associated with
connected transactions were effectively prevented. The Bank followed commercial principles in connected transactions
that are fairly priced. Except for transactions exempted from disclosure, the Bank had a total of RMB8.269 billion of
connected transactions that met disclosure requirements in 2023, which were deposit-related connected transactions
and those of other types. No significant connected transactions occurred.






