Interim Measures for the Administration of Comprehensive Performance Evaluation of Central
Enterprises

Order of the State-owned Assets Supervision and Administration Commission of the State Council
(No.14)

The Interim Measures for the Administration of Comprehensive Performance Evaluation of
Central Enterprises, which were adopted through discussion at the 38th executive meeting of the
director of State-owned Assets Supervision and Administration Commission of the State Council,
are hereby promulgated, and shall come into force as of May 7, 2006.

Director of the State-owned Assets Supervision and Administration Commission of the State
Council: Li Rongrong

April 7, 2006

Interim Measures for the Administration of Comprehensive Performance Evaluation of Central
Enterprises

Chapter | General Provisions

Article 1 With a view to strengthening financial supervision over the enterprises (hereinafter
referred to as enterprises)whose investment contribution duties are preformed by the
State-owned Assets Supervision and Administration Commission of the State Council (hereinafter
referred to as the SASAC), regulating the work for comprehensive performance evaluation of
enterprises, and comprehensively reflecting the operating quality of enterprise assets, promoting
to improve the level of capital returns, and correctly guiding the operation acts of enterprises, the
present Measures are formulated in accordance with the Interim Regulations on the Supervision
and Administration of State-owned Assets of Enterprises and the relevant state provisions.

Article 2 Comprehensive Performance Evaluation, as mentioned in the present Measures, shall
refer to the comprehensive judgment on profit-earning abilities of an enterprise in special
operation period, on assets quality, risk of debts, operation increase, and management conditions
thereof by the basic method of analysis on input and output and through establishing a
comprehensive evaluation index system, and comparing corresponding industrial evaluation
standard.

Article 3 The comprehensive performance evaluation on enterprises shall include tenure
performance evaluation and annual performance evaluation upon the need of audit on economic
liability and financial supervision work.

1. Tenure performance evaluation shall refer to the comprehensive judgment conducted on the
person in charge of an enterprise for his business achievement and management status during his
tenure.

2. Annual performance evaluation shall refer to the comprehensive judgment conducted on the
business achievement of an enterprise in a fiscal year.



Article 4 With a view to ensuring that the work for comprehensive performance evaluation be
objective, just, and fair, and effectively bringing into play the overall judgment, management
diagnosis, and behavior guide to enterprises, the work for comprehensive performance
evaluation shall be carried out on the basis of the financial statements audited by social
intermediary institutions.

As to any enterprise that does not make auditing by social intermediary institutions as required,
its work for comprehensive performance evaluation shall be carried out on the basis of the
financial statements audited by the internal auditing institution of the enterprise.

Article 5 The following principles shall be followed for carrying out the work for comprehensive
performance evaluation on enterprises:

1. Overall principle. Comprehensive performance evaluation on enterprises shall be conducted on
the various factors that may affect enterprise performance level by making multi-level and
multi-angle analysis and comprehensive judgment through establishing a comprehensive index
system.

2. Objectivity principle. Comprehensive performance evaluation on enterprises shall sufficiently
embody the characteristics of market competition environment, and judge the business
achievement and management status of the enterprises in an objective and just manner on the
basis of the domestic industrial standard or international industrial standard that are measured
uniformly in the same period.

3. Benefit principle. Comprehensive performance evaluation on enterprises shall focus on the
examination of the level of return on investment, and apply the basic method of analysis on input
and output, and truly reflect the assets operation efficiency of enterprises and capital
maintenance and appreciation.

4. Development principle. Comprehensive performance evaluation on enterprises shall, on the
basis of comprehensively reflecting the annual financial status and business achievements of
enterprises, objectively analyze the increase and development level of the enterprises among the
years, and predict the future development ability of the enterprises in a scientific way.

Article 6 The SASAC shall organize to carry out the work for comprehensive performance
evaluation on enterprises according to the present Measures, and make guidance and supervision
over the work for internal performance evaluation on enterprises.

Chapter Il Contents of Evaluation and Evaluation Indexes

Article 7 Comprehensive performance evaluation on enterprises shall consist of two parts:
quantitive evaluation on financial performance and qualitative evaluation on management
performance.

Article 8 Quantitive evaluation on financial performance shall refer to quantitive comparative
analysis and judgment on profit-earning ability, assets quality, risk of debts, and business increase
of an enterprise in a certain period.

1. The analysis and judgment on profit-earning ability of an enterprise shall comprehensively
reflect the level of input and output of the enterprise and the profit earning-quality and cash



guarantee through capital and assets remuneration level, level of cost and expense control, and
operational cash flow status, and other financial indexes.

2. The analysis and judgment on assets quality of an enterprise shall comprehensively reflect the
efficiency of the use of economic resources possessed by the enterprise, assets management
level and the security of the assets of the enterprise through assets turnover, assets running
status, assets structure, and the efficiency of assets, and other financial indicators.

3. The analysis and judgment on the debt risk of an enterprise shall comprehensively reflect the
level of debts of the enterprise, solvency, and the debt risk faced by it through the level of debt
burden, structure of assets and liabilities, contingent liabilities, and cash solvency.

4. The analysis and judgment on the business increase of an enterprise shall comprehensively
reflect the business increase level and the strength for future development of the enterprise
through sales increase, capital accumulation, change of benefit, technical input, and other
financial indexes.

Article 9 The quantitive evaluation indexes of financial performance shall be divided into basic
index and modified index according to the functions and roles of the various indexes.

1. Basic index reflects the major aspects of financial performance of an enterprise in a certain
period, and draws a conclusion of the quantitive evaluation on financial performance of the
enterprise.

2. Modified index makes up and corrects the evaluation result of basic index according to the
differences and complementariness of financial indexes.

Article 10 Qualitative evaluation on management performance shall refer to the qualitative
analysis and comprehensive judgment on the operation and management level of an enterprise
in a certain period through expert review on the basis of quantitive evaluation on financial
performance of the enterprise.

Article 11 Qualitative evaluation index of management performance shall include the
establishment and execution of enterprise development strategy, business decision making,
development innovation, risk control, base management, human resources, industrial impact,
and social contributions, and other aspects.

Article 12 The quantitive evaluation index of financial performance and the qualitative evaluation
index of management performance of an enterprise constitute the system of comprehensive
performance evaluation index of the enterprise. The weight of each index shall be determined
through referring to the consultant expert's opinions and organizing necessary test on the basis
of the importance of the evaluation indexes and the guiding functions of each index.

Chapter Ill Evaluation Standard and Evaluation Method

Article 13 The standard of comprehensive performance evaluation on an enterprise shall include
the standard for quantitive evaluation on financial performance and the standard for qualitative
evaluation on management performance.

Article 14 The standard for quantitive evaluation on financial performance shall include domestic



industrial standard and international industrial standard.

1. Domestic industrial standard shall be measured uniformly on the basis of the statistical data for
annual finance and operation and management by adopting the method of mathematical
statistics and promulgated by year, industry, and scale.

2. International industrial standard shall be measured and promulgated on the basis of the actual
value of the relevant financial indexes of large enterprises that rank leading internationally in the
industry, or on the basis of the advanced value of the relevant financial indexes of the same type
of enterprises after getting rid of the difference of business accounting.

Article 15 The classification on the industries subject to the standard of quantitive evaluation on
financial performance shall be made in accordance with the industrial classification for national
economic activities as promulgated by the state uniformly in combination with the reality of the
enterprises.

Article 16 The standard of quantitive evaluation on financial performance may measure out five
levels respectively: excellent value, good value, average value, lower value, and worse value on
the basis of different industries, different scales and types of indexes.

Article 17 A large enterprise group shall, when making evaluation by adopting domestic standards,
make evaluation by adopting international standard positively, and make pairwise comparison on
international advanced levels.

Article 18 The standard of qualitative evaluation on management performance shall be
formulated and promulgated uniformly through combining the actual level of operation and
management of the enterprises and the supervision requirements of capital contributors on the
basis of the evaluation contents, and divided into such five levels as superior, good, medium, low,
and bad. The standard of qualitative evaluation on management performance shall not be
divided by industry, and shall be provided only to the evaluation experts for reference.

Article 19 The actual value of the relevant financial indexes of the quantitive evaluation on
financial performance of an enterprise shall be based on the audited financial statements of the
enterprise, and shall make reasonable elimination on the difference of accounting policies,
acquisition and reorganization of the enterprise, and other objective factors as required, so as to
ensure the comparability of the evaluation result.

Article 20 The score of quantitive evaluation on financial performance shall be measured on the
basis of the actual value of the evaluation index of an enterprise by comparing the industry and
scale standard the enterprise lies in and by using prescribed scoring model.

The score of qualitative evaluation on management performance shall be determined on the
basis of the actual conditions of the relevant factors of management performance of the
enterprise during the period of evaluation by referring to the standard of qualitative evaluation

on management performance.

Article 21 The score of quantitive evaluation on tenure financial performance of an enterprise
shall be made on the basis of financial auditing result of the economic liabilities by using the
evaluation standard of each year during the tenure, and the score of quantitive evaluation on



tenure financial performance of the enterprise shall be reckoned by using arithmetic average

method.
Chapter IV Organization of the Evaluation Work

Article 22 The work of comprehensive performance evaluation on enterprises shall be organized
and implemented in light of the principle of "Unifying the method, unifying the standard, and

implementing through classification".

1. The work for tenure performance evaluation is an important component of the work for
economic liability audit of enterprises, and shall be organized and implemented in accordance
with the procedures of SASAC for the work for audit of economic liabilities.

2. The work for annual performance evaluation is an important content of the work for annual
financial supervision carried out by SASAC, and shall be organized and implemented in light of the
working procedures for settlement of annual financial accounts and the requirements for

financial supervision work of SASAC.

Article 23 SASAC shall undertake the following duties in the work for comprehensive performance

evaluation on enterprises:
1. Formulating systems and policies of comprehensive performance evaluation on enterprises;

2. Establishing and improving comprehensive performance evaluation index system of enterprises
and evaluation methods;

3. Formulating and promulgating the standard for comprehensive performance evaluation on

enterprises;

4. Organizing the implementation of the work for tenure and annual comprehensive performance
evaluation on enterprises, and circulating a report on the evaluation result; and

5. Guiding and supervising over the work for internal performance evaluation on enterprises.

Article 24 The work for tenure performance evaluation may be carried out upon the need of the
work for audit on economic liabilities of enterprises by engaging social intermediary institutions
to give assistance and cooperation. The social intermediary institution that gives cooperation
upon entrustment shall undertake the following functions in the work for comprehensive

performance evaluation on enterprises:

1. Carrying out the work for auditing on financial bases of each year during the tenure upon

entrustment;

2. Assisting in the examination and adjustment on basic data of evaluation each year during the

tenure;

3. Assisting in measuring the result of quantitive evaluation on financial performance during the

tenure

4. Assisting in gathering and collecting the materials of qualitative evaluation on management

performance; and



5. Assisting in the implementation of the work for qualitative evaluation on management
performance.

Article 25 The work for qualitative evaluation on management performance shall be organized
and implemented on the basis of the work for quantitive evaluation on financial performance by
engaging senior experts in the departments of supervision, industrial associations, research
institutions, and social agencies. The experts of management performance evaluation shall
undertake the following work functions:

1. Issuing expert opinions on the result of quantitive evaluation on financial performance of
enterprises;

2. Making analysis and judgment on the actual conditions of the management performance of
enterprises;

3. Making review on the management performance conditions of enterprises and issuing
consultation and advisory opinions; and

4. Determining the score of qualitative evaluation index of management performance of
enterprises.

Article 26 An enterprise shall undertake the following functions in the work for comprehensive
performance evaluation:

1. Providing the relevant annual final statements and audit report;

2. Providing the relevant materials needed for qualitative evaluation on management
performance; and

3. Organizing to carry out the work for comprehensive performance evaluation on its subsidiaries.
Chapter V Evaluation Result and Evaluation Report

Article 27 The evaluation result shall refer to the evaluation conclusions drawn on the basis of the
scores of and analysis on comprehensive performance evaluation.

Article 28 The scores of comprehensive performance evaluation shall be expressed by hundred
mark system, and include such five grades as superior, good, medium, low, and bad.

Article 29 In the comprehensive performance evaluation on enterprises, comparison and analysis
shall be made on the change of performance in different years, so as to evaluate the extent of
improvement on the business achievement and management level of the enterprises.

1. Tenure performance evaluation uses the evaluation result in the last year during the tenure to
compare with the evaluation result of the last year in the previous tenure.

2. Annual performance evaluation uses the evaluation result of the current year to compare with
the evaluation result of the last year.

Article 30 Tenure performance evaluation result is an important basis for evaluating the
fulfillment of duties by the person in charge of an enterprise during his tenure and for
determining the tenure economic liabilities in the work for audit of economic liabilities, and



provides reference for the work of tenure examination on the person in charge of the enterprise.

Article 31 The result of annual performance evaluation is an important basis for carrying out
financial supervision work, and provides reference for the work of annual examination on the
persons in charge of the enterprises.

Article 32 The report of comprehensive performance evaluation on enterprises is the document
which is compiled on the basis of evaluation result, and reflects the performance status of the
enterprises under evaluation, and consists of the main body of the report and the attachment.

1. The main body of the report of comprehensive performance evaluation on enterprises shall
specify the basis of evaluation, process of evaluation, evaluation result, and the major matters
need to be stated.

2. The attachment of the report of comprehensive performance evaluation on enterprises shall
include: analysis report on management performance, evaluation scoring form, analysis on the
result of questionnaire, expert consultation and advisory opinions, and etc., of which: the analysis
report on management performance shall make analysis and diagnosis on the management
performance status of enterprises, factors affecting management performance thereof, and the

existing problems, and bring forward relevant management suggestions.

Article 33 The problems revealed and reflected in the comprehensive performance evaluation on
enterprises shall be fed back to enterprises in a timely manner, and the enterprises shall be
required to pay attention to them.

1. Any problem reflected in the tenure performance evaluation shall be clarified in the handling
opinions on the audit of economic liabilities transferred to the enterprises, and the enterprises

shall be required to pay attention to it and make correction.

2. Any problem reflected in the annual performance evaluation shall be clarified in the reply of
annual final statements, and the enterprises shall be required to pay attention to it and make
correction.

Chapter VI Work Liabilities

Article 34 An enterprise shall provide real and overall basic data materials of performance
evaluation, and the main person in charge of the enterprise, the general accountant, or the
person in charge of financial and accounting work shall be responsible for the truthfulness of the

annual financial statements and the relevant basic evaluation materials.

Article 35 The institutions that carry out the business of comprehensive performance evaluation
on enterprises upon entrustment and the relevant working staff thereof shall strictly implement
the provisions on the work of comprehensive performance evaluation on enterprises, regulate
technical operations, ensure the independence, objectiveness and justness of evaluation process,
and the properness of evaluation conclusions, and shall strictly keep business secrets of the
enterprises. If any institution or personnel participate in making false evaluation, violating
procedures and work rules, and resulting in the inconsistency of the evaluation conclusions with
the facts and revealing of business secrets of enterprises, SASAC shall no longer entrust it/him to

undertake the business of comprehensive performance evaluation on enterprises, and shall



circulate a report on the relevant information to the organ in charge of the industry, and suggest
giving it/him corresponding punishment.

Article 36 The relevant staff members of the SASAC shall, when organizing to carry out the work
for comprehensive performance evaluation on enterprises, earnestly abide by their duties,
regulate the procedures, and strengthen guidance. Any of them who fails to fulfill his duty or
plays favoritism and commits irregularities during the process of comprehensive performance
evaluation, which results in grave negligence in the work shall be given disciplinary punishment.

Article 37 The engaged review experts shall know of and analyze the management performance
conditions of the enterprises carefully, and make review and scoring objectively and justly, and
bring forward reasonable consulting opinions. If any expert is careless and unjust in the process
of management performance evaluation, which results in the inconsistency of the evaluation
result or consulting opinions with the actual conditions of the enterprises, and has a detrimental
impact on the evaluation work, SASAC shall no longer engage him as the review expert.

Chapter VIl Supplementary Provisions

Article 38 The Detailed Rules for the Implementation of Comprehensive Performance Evaluation
on Central Enterprises and the evaluation standards formulated in accordance with the present
Measures shall be promulgated additionally.

Article 39 An enterprise may formulate concrete working rules on the basis of the present
Measures for carrying out the work for internal comprehensive performance evaluation.

Article 40 The present Measures shall be referred to for carrying out the work of comprehensive
performance evaluation by state-owned assets supervision and administration organs at each
locality.

Article 41 The present Measures shall be implemented as of May 7, 2006.
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