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Comprehensive Risk Management. In 2024, the Bank further refined its risk appetite indicators, enhanced the risk appetite
management capabilities, and strengthened the monitoring of risk appetite enforcement, ensuring the guiding and leading
role of risk appetite in risk management. In accordance with regulatory requirements and its risk management characteristics,
the Bank optimized the plan on evaluation and assessment of comprehensive risk management, and guided its business units
in controlling incremental risks and strengthening prevention efforts. Through the recognition of professional qualifications,
the Bank encouraged its risk management team to continuously improve their skills and expertise so as to consolidate and
enhance the effectiveness of vertical management in risk oversight.

Credit, Market and Operational Risks Management. In 2024, the Bank actively promoted the unified management of credit
line risks, strengthened the collective management of credit lines at the head office, and formulated a series of authorization
measures in support of special policies based on prudent management principles, so as to enhance meticulous management
of credit line approval and authorization. The Bank improved its valuation system, explored the establishment of a monitoring
system for foreign exchange market risk quotas in free trade zones, carried out projects to implement new market risk capital
rules, and developed a revised standardized approach to market risk that complies with regulatory requirements. The Bank
optimized its operational risk management policies and systems in accordance with the new regulatory requirements. With
the help of risk management tools such as operational risk self-assessment, key risk indicators, a loss database and 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.

Money Laundering Risk, Liquidity Risk and Country-specific Risk. In 2024, the Bank followed a risk-based approach, improved
the anti-money laundering (AML) management structure and the money laundering risk management mechanism, strengthened
the basic management and the foundation for the implementation of AML obligations, and scaled up IT application in support
of AML to enhance meticulous management. Adhering to the principle of coordination between assets and liabilities, the Bank
monitored the market liquidity conditions and its liquidity gap, balanced the sources and utilization of funds, and adopted
various tools for monitoring liquidity risks to ensure reasonable and adequate reserves for sound liquidity. The Bank fully
implemented the latest regulatory requirements on country-specific risk management, optimized related policies and rating
models, and tracked changes in risks associated with key countries to enhance the quality and efficiency of its country-specific
risk management efforts.

Risk Classification Management. In 2024, the Bank implemented a risk classification management framework featuring overall
leadership of the Board of Directors, strong support from senior management, cross-departmental collaboration, and steady
execution by business units. The Bank conducted quarterly revaluation of the risk classifications of its financial assets, and
reclassified the existing business in an orderly manner according to regulatory requirements to ensure forward-looking and
accurate classification outcomes.

Asset Quality Management. At the end of 2024, the Bank’'s NPL ratio was 1.03%, down by 0.15 percentage points from
the beginning of the year and stood at a historically low level, demonstrating a steady improvement in asset quality. The
Bank proactively prevented incremental risks through strengthened regular monitoring and assessment of potentially risky
projects, forward-looking risk identification, and improved typical case reporting mechanisms to foster a risk culture. The Bank
promoted the disposal of existing risks by focusing on key risk areas, key business units and major risk projects, optimizing
the risk supervision mechanism, and leveraging the supervisory and coordinating role of the head office in risk mitigation. To
strengthen the management foundation, the Bank upgraded its risk management policies to align with regulatory requirements,
promoted risk monitoring and emergency response for credit risks, and refined the impairment calculation model to improve
the assessment quality of credit asset impairment losses.
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Internal Control and Compliance
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In 2024, the Bank took a multi-pronged approach to continuously improve the efficiency of internal control and compliance
management. Focusing on the weak links, important issues and key business units related to internal control management, the
Bank identified the root causes of problems and initiated corrective actions in both policies and mechanisms to ensure that
the internal control system is designed and implemented efficiently. To optimize the system of financial crime prevention, the
Bank built a comprehensive mechanism that addresses the entire chain of financial crime prevention. This approach aimed
to improve risk investigation and inspection efficiency. The Bank also adopted a proactive strategy for risk prevention and
mitigation by strengthening the management of employee behavior, and formed a pattern of collaborative prevention and
control to continuously increase the overall capacity for forestalling and controlling financial crime risks. The Bank improved
its regulatory framework by promoting the application of a “regulation tree”, and forged greater synergy between internal and
external regulations to meet the latest regulatory requirements and the Bank’s development needs. Targeting key risk areas and
weak links, the Bank carried out on-site supervisory inspections of major business lines and worked strictly on rectification and
accountability, strengthening the effectiveness of on-site inspections and clarifying the responsibilities of departments in charge
of business lines for compliance, supervision and accountability. The Bank improved its accountability system with a strictest
disciplinary approach, ensuring that negligence is consistently investigated and accountability is enforced without exception.

The Bank continuously improved its policies and mechanisms for connected transaction management by dynamically identifying
and updating the list of related parties based on a look-through principle, implementing the end-to-end management of
connected transactions, strictly fulfilling information disclosure obligations, enhancing supervision and assessment as well
as data governance, and accelerating system optimization. In doing so, risks associated with connected transactions were
effectively prevented. The Bank operated under commercial principles for connected transactions, ensuring that they were fairly
priced. Apart from transactions exempt from disclosure, the Bank had a total of RMB2.534 billion of connected transactions
that met disclosure requirements in 2024, which were credit line and deposit-related activities, as well as transactions of other
types. No significant connected transactions took place during this period.
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